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FINANCIAL SERVICES

An Analysis of Efficiency in the Delivery of Financial Services: The Case of
Life Insurance Agencies, by Joseph A. Fields (University of Connecticut) and
Neil B. Murphy (Virginia Commonwealth University).

Scale and scope ies are ined for life i agencies that
multiple i The results of this study suggest that
there are significant administrative returns to scale for firms that sell a mix
of financial products. The findings for scope estimates are inconsistent,
suggesting that there are positive and negative cost complementaries for pairs
of products. Subadditivity can be rejected, suggesting that joint distribution
of financial products is not necessarily more efficient than specialization and
that different-sized agencies are not necessarily at a cost disadvantage.
Journal of Financial Services Research, Vol. 2, No. 4 (October 1989), pp.
343-56. (Reprinted with permission of Kluwer Academic Publishers).

Relationship Between Bank Holding Company Risk and Nonbank Activity,
by Elijah Brewer, III (Federal Reserve Bank of Chicago).

It has been argued that permitting banking organizations to expand into other
lines of business will reduce their total risk through diversification. This
article, using stock market data, examines the proposition that diversification
into nonbank activities decreases bank holding company risk. In contrast to
previous studies, we find that ion into b ivities during the
1978-1986 period substantially decreased bank holding companies’ risk. This
suggests that limiting further expansion of nonbank activities of bank holding
companies would reduce their ability to engage in risk reducing diversifica-
tion. Journal of Economics and Business, Vol. 41, No. 4 (November 1989),
pp. 337-53. (Reprinted with permission of the Journal of Economics and
Business).

INSURER MANAGEMENT AND REGULATION

The Value of h Under I F

by Michael Hoy (Umvemly of Guelph, Ontario).

This paper i i the welfare implicati of symmetrical improvements
in inf ion and i i i which allow for
i d ing of indivi to their ive risk classes. Unlike

prmous models used to investigate this phenomenon, this paper allows for the
possibility that individuals differ not simply according to exogenously
specnﬁed unequal loss probabmues, but rather that mdmduals possess
, various tract

ing ibilities are also i It is that the structural
form of the heterogeneity of technologies and the type of insurance contracts
nvulable in the market determine in an interactive way of the value of
fe ion which imp: the hing of indivi to risk class. Journal
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