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The aim of this research is to analyze th& economies of scale of
Thailand's non-life insurance industry. This study covers automobile -
insurance, fire insurance and cargo insurance, each of which is devided into
group of small companies and group of large companies.

To analyze the economies of scale, the multiple regression model,
defining the average cost as the function of share, retention ratio and total
asset per total premium ratio, is employed. Pooling data of 59 non-life
insurers from 1987-1991 are used. Furthermcre, we test the differences in
the cost structure between small companies and large companies.

The research findings reveal that automobile insurance, fire,
insurance and cargo insurance no economies of scale. In fire and cargo
insurance, there are significant differences in the average cost structure
between small companies and large companies. Moreover, more retention leads
to lower average cost.While higher asset to premium causes higher average

cost marginally in automobile insurance.



