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Abstract

China’s property insurance industry is highly concentrated, with the seven largest
companies accounting for 80% of total market share, and 70% and 60%of total
and net assets, respectively, varying significantly from other small and mid-sized
players. Under this background, this thesis creatively conducts an efficiency
analysis on small and mid-sized property insurance companies as a whole using
an integrated model combining Data Envelopment Analysis (DEA) with Stochastic
Frontier Analysis (SFA) and makes suggestions on efficiency improvement to
small and midsized property insurance companies.

Based on relevant domestic and foreign literature, the thesis first presents
theories of enterprise efficiency study and current research developments and
makes detail summaries of the key theories and models. Then the conclusion of
China’s property insurance industry being highly concentrated is drawn from an
analysis on the industry’s status quo, also the research subject-small and mid-
sized property insurance companies-of this study is identified based on market
share and assets size.

Treating premium income and investment income as output variables and staff
number, capital fund, operation expense, service charge and commission as input
variables, this thesis conducts an efficiency analysis on small and mid-sized
property insurance companies using a DEA-SFA-DEA model. At the SFA stage,
an adjusted result is obtained by removing environment variables including
market share and time of establishment.

The thesis concludes that small and mid-sized property insurance companies
exhibit similar Pure Technical Efficiency (PTE) and Technical Efficiency (TE) is
highly correlated to Scale Efficiency (SE); also fore-funded companies are more
able to take advantage of environment factors than their Chinese counterparts.

Lastly, this thesis brings forward three suggestions on improving efficiency



including optimizing the marketing tactics, improving investment portfolio

management and promoting mergers and acquisitions.
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