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Analysis of the Relationship Between the Market Structure and Performance: a Case
Study of the Insurance Industry in Algeria
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Abstract:

This study aims at analyzing the relationship between market structure and the performance of the
insurance companies in Algeria's property and casualty insurance market by adopting the model of
analysis in the industrial organization (SCP); (Structure-Conduct-Performance). Moreover, the
study is based on the hypothesis of existence of a Mutual Influence between market structure and
performance. Accordingly, the study sample is included ten insurance companies during the period
between 2007 and 2015. A simultaneous equation is employed to estimate the parameters of the
model, relying on Two-Stage Least Square (2SLS) and Three-Stage Least Square.
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On the whole, the study concludes that Algeria's property and casualty insurance market is
characterized by a monopoly structure and heading towards competition, the study also dictates the
existence of impact between the structure of the insurance market and the performance of insurance
companies operating in it, this effect is negative between the two variables in both directions,
which means rejection of the structure-Conduct-performance paradigm hypothesis, that is, public
insurance companies that control the insurance market do not benefit from the dominant position in
making unusual profits, and they are far from monopolistic behaviors.

Keywords: industrial organization, market structure, structure conduct performance paradigm,
simultaneous equations, insurance industry.
(JEL) Classification : L22 «G22.
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1@ .7
(ROA, C4) Jo¥) gasadll allaa juads 1.7
S 2505 3508
- " ERW] R L ERW] B
Tl it Ch DY) (ROA) © (DY) (ROA)
o 0.663317 1720114 0.238344 0.663302 1.672110 0.415765
: (0.0000) (0.8466) (0.0539) (0.0000) (0.8429) (0.0003)
s 5047518 20.462700 5.090740 20723844
(0.8458) (0.0105) (0.8423) (0.0000)
OV 20.061395 20.651866 20.00351 20.515462
(0.9103) (0.4612) (0.9945) (0.5279)
oA 20271630 0.061930 20276001 0.064463
(0.0374) (0.2589) (0.0241) (0.2156)
20.024382 20013188
D(G1) (0.4100) (0.6239)
o8 20.001192 20.001189
(0.8626) (0.8541)
» 20.002830 20.001724
(0.7741) (0.8544)
on 0.009646 0.008632
(0.1794) (0.1910)
s 20034652 20034623
(0.0012) (0.0006)
o 73.984657 23.857446
(0.8456) (0.8425)
o1 20.004756 20.005035
- (0.8644) (0.8488)
size 0.004970 0.004594
(0.0937) (0.0937)
o 20043828 20.041743
(0.0311) (0.0231)
0.110271 0.096420
EXPENS (0.1139) (0.1350)
0.134358 0.128155
LEVERAGE (0.0052) (0.0041)
20024264 20.020779
LOSS (0.2538) (0.2787)
R-squared 0.026609 0.163392 0.486444 0.019818 0.161487 0.460774
Adjusted R-squared | -0.083587 0.085929 0417311 20.091146 0.083847 0.388186
Durbin-Watson stat 1.121672 0.232857 1.856807 1.131390 0.237943 1.776792
SE. of regression | 0.012821 0.005502 0.014760 0.012866 0.005509 0.015124
Sum squared resid | 0.008712 0.001635 0.011328 0.008773 0.001639 0.011895

(p-value) Lilaiay) L@l i Gae g o mll LEVIEWS 8 zali n s 3 o slaiaWh olialll das) (e 1 jaadl)
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o 0666395 | -0.488800 | 1.741749 | 0671213 | 2.646124 | 3.079269
' (0.0000) (0.9645) (0.0340) (0.0000) (0.7853) (0.0000)
o 1519619 | -2.537842 7981103 | -4.752562
(0.9636) (0.0337) (0.7866) (0.0000)
ADV 0.758273 8.044249 | -1.133674 10.12261
(0.3418) (0.1714) (0.1143) (0.0431)
~OF 20.180833 | -0.003439 70.198677 | -0.000805
(0.0033) (0.8978) (0.0000) (0.9738)
o(G) 20.038696 20.020982
(0.3544) (0.4258)
o8 20.014220 20.016735
(0.1822) (0.0714)
y 0.013002 0.019862
(0.3657) (0.1152)
BR 0.015872 0.009229
(0.1315) (0.2004)
S 10033830 -0.033254
(0.0016) (0.0009)
cano 1161422 6.034466
(0.9634) (0.7874)
o1 0.002968 -8.50E-06
- (0.9411) (0.9998)
- 20.024076 20.006129
(0.2200) (0.7047)
oF 0.121975 -0.053955
(0.3628) (0.5013)
0.841844 20.626746
EXPENS (0.0692) (0.1258)
0.505521 0.434997
LEVERAGE (0.1099) (0.0949)
0.257912 0.123387
LOSS (0.0684) (0.1948)
R-squared 0.978445 | 0.169109 | -0.026469 | -1.342157 | 0.125561 | -0.273436
Adjusted R-squared 1202420 | 0.092174 | -0.164648 | -1.607307 | 0.044594 | -0.444860
Durbin-Watson stat 2.317530 | 0.155451 | 2.061542 | 2.253949 | 0.311047 | 1.968971
S.E. of regression 0.018279 | 0.005484 | 0.097921 | 0.019888 | 0.005625 | 0.109067
Sum squared resid 0.017708 | 0.001624 | 0498604 | 0.020964 | 0.001709 | 0.618567

(p-value) ilaay) L@l i Gae g o mll LEVIEWS 8 zali n s 2 o oslaiaWh olialll das) (e 1 jnadl)

(ROA, HH ) il g3 sail) allaall s 3.7

Rl Gk 2SLS 3SLS
£35al) N olaa Jsagd) & bl 1Y) T & gy 12y
(HH1ps) (ADV) (ROA) (HHIps) (ADV) (ROA)
e 1399.986 -1.339500 0.094872 0.140236 -1.341948 0.199306
: 0.0000) |  (0.5671) (0.2236) (0.0000) (0.5455) (0.0054)
HHI 19.48190 -1.169101 19.49444 -1.897745
ms (0.5647) (0.0211) (0.5435) (0.0001)
ADV -0.028455 -0.707626 -0.015313 -0.552092
(0.8792) (0.4277) (0.9306) (0.5025)
ROA -0.080654 0.065855 -0.086755 0.067442
0.0724) | (0.2378) (0.0388) (0.2027)
0.010451 0.011556
D(GI) (0.3060) (0.2142)
oS -0.000446 -0.000433
(0.8508) (0.8458)
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y 20000799 20.000536
(0.8172) (0.8684)
ar 0.003647 0.003205
(0.1412) (0.1592)
s 20034713 20.034699
(0.0013) (0.0007)
. 270.40763 270.37843
ws (0.5645) (0.5437)
o 1 20.004591 20.003703
- (0.8434) (0.8666)
0.005207 0.005008
SIZE (0.0824) (0.0710)
o 20.034243 20031057
(0.0855) (0.0836)
0.118473 0.107300
EXPENS (0.0918) (0.0990)
0.128264 0.120691
LEVERAGE (0.0080) 0.0071)
20.025652 20021531
LOSS (0.2333) (0.2673)
R-squared 0.084246 | 0.140776 0.472165 0.073828 0.139461 0.447763
A‘i{q”j;fg dR' 0019424 | 0.061218 0.401110 -0.031021 0.059782 0.373423
Durbin-Watson stat| 0.865833 | 0307404 1.865209 0.876664 0314324 1769380
S.E. of regression | 0.004420 | 0.005576 0.014964 0.004445 0.005580 0.015306
Sum squared resid | 0.001036 | 0.001679 0.011643 0.001047 0.001682 0.012182

(p-value) Alaa¥) deil Jia (s b 0wl (EVIEWS 8 geali gy s jae o LoVl il Jae) (e 1 jnadl

:(ROE, HHlys) &) gisadd alles i 4.7

Sl gk 2SLS 3SLS
235l N olas Jagdl & gl 1Y) Jsgd & gl 18y
: (HHlys) ( ADV) ( ROE) (HHIys) ( ADV) ( ROE)
o 0.140674 -1.378268 0.870301 0.142968 -0.995053 1.892193
j (0.0000) (0.6193) (0.0899) (0.0000) (0.6973) (0.0000)
HHI 20.08970 -5.790082 14.68296 -13.76933
Ms (0.6166) (0.0810) (0.6916) (0.0000)
ADV -0.223719 7442801 -0.395490 8.260485
(0.3683) (0.2047) (0.0801) (0.1049)
ROE -0.049970 -0.010204 ~0.061355 -0.009383
(0.0092) (0.6929) (0.0000) (0.6976)
0.006871 0.001694
D(G) (0.5983) (0.8540)
os -0.004065 -0.005168
(0.2217) (0.0820)
Vi 0.003696 0.005744
(0.4102) (0.1528)
BR 0.005337 0.003186
(0.1047) (0.1908)
MS -0.034279 -0.033972
(0.0016) (0.0008)
2 7271660 -53.65247
Ms (0.6160) (0.6883)
Gl 1 0.010153 0.005712
- (0.7423) (0.8403)
-0.022174 -0.008973
SIZE (0.2588) (0.5923)
oF -0.067203 -0.032691
(0.6059) (0.7091)
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-0.761782 -0.606948
EXPENS (0.0988) (0.1394)
0.445822 0.424793

LEVERAGE (0.1570) (0.1091)
0.248922 0.127959

LOSS (0.0790) (0.2091)
R-squared -0.527826 0.148841 -0.033983 -1.028800 0.153172 -0.241591
Adjusted R-squared -0.700787 0.070030 -0.173173 -1.258475 0.074762 -0.408729
Durbin-Watson stat 2.031716 0.216429 2.061960 2.037155 0.165315 1.961135
S.E. of regression 0.005709 0.005550 0.098279 0.006579 0.005536 0.107694
Sum squared resid 0.001728 0.001663 0.502254 0.002294 0.001655 0.603099

(p—value) Llaia) Lol BB (e b o ﬁ.ﬂ\ -EVIEWS 8 zali 5 cila 3 i alae¥h Glalll dac) ez jaadl

(ROA, HHIassets) oualdd) 633"'“\ pllas jpass 5.7

i) 3k 2SLS 3SLS
$!
£ palll s Jagdl & glead) g1y Jagdl & gl g1
(HHaset) (ADV) (ROA) (HHageet) (ADV) (ROA)
i) 0.165835 -0.758340 0.024725 0.166218 -0.731865 0.112995
; (0.0000) (0.6604) (0.7851) (0.0000) (0.6547) (0.1778)
HHI 9.176970 -0.554815 8.866451 -1.063112
asset (0.6569) (0.2718) (0.6508) (0.0231)
ADV -0.036334 -0.924872 -0.027092 -0.949035
(0.8596) (0.3179) (0.8884) (0.2691)
ROA -0.061367 0.061782 -0.068922 0.060770
(0.2141) (0.2574) (0.1367) (0.2404)
-0.002692 -0.000575
DG (0.8110) (0.9561)
oS -0.000440 -0.000322
(0.8663) (0.8957)
VI -0.000615 -0.000713
(0.8718) (0.8421)
BR 0.004190 0.003916
(0.1260) (0.1247)
MS -0.034670 -0.034658
(0.0012) (0.0006)
HHI.2 -27.51375 -26.59497
asset (0.6565) (0.6503)
Gl 1 0.001563 -0.000648
= (0.9545) (0.9801)
0.005878 0.005516
SIZE (0.0613) (0.0586)
GE -0.029849 -0.029960
(0.1517) (0.1174)
0.147999 0.139680
EXPENS (0.0438) (0.0404)
0.106503 0.105816
LEVERAGE (0.0359) (0.0248)
-0.028120 -0.026037
LOSS (0.2138) (0.2102)
R-squared 0.039487 0.159698 0.416876 0.030847 0.160402 0.399239
Adjusted R-squared -0.069250 0.081892 0.338378 -0.078868 0.082661 0.318367
Durbin-Watson stat 0.608220 0.241336 1.908638 0.640102 0.239001 1.898884
S.E. of regression 0.004883 0.005514 0.015728 0.004905 0.005512 0.015964
Sum squared resid 0.001264 0.001642 0.012863 0.001275 0.001641 0.013252

(p-value) Alea¥) Lol s (s gh o0 all (EVIEWS 8 geali g cila jae o oLVl il Jae) (e 1 jsadd

(ROE; HHIassets) udlasd) C"&""S\ ?n"‘ #2485 6.7

S 3k 2SLS 3SLS
§ gl Y e Jsgdl JERT 1) Jed JERET 1)
€ (HH o) (ADV) (ROE) (HH o) (ADV) (ROE)
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ekl 0.166352 -0.656114 0.580448 0.168733 -0.552285 1.804441
i (0.0000) (0.7184) (0.3060) (0.0000) (0.7462) (0.0002)
HH1 7.986773 -3.056229 6.836284 -11.04685
asset (0.7140) (0.3320) (0.7380) (0.0000)
ADV -0.187694 6.087690 -0.334178 8.242909
(0.4409) (0.2923) (0.1379) (0.1089)
ROE -0.037902 -0.007484 -0.053789 -0.006247
(0.0449) (0.7426) (0.0007) (0.7715)
-0.005403 -0.003993
D(GI) (0.6734) (0.6998)
oS -0.003213 -0.004416
(0.3258) (0.1420)
VI 0.002824 0.004567
(0.5218) (0.2616)
BR 0.005474 0.004172
(0.0907) (0.1196)
MS -0.034116 -0.033978
(0.0015) (0.0008)
HHI 2 -24.02099 -20.87061
asset (0.7130) (0.7333)
Gl 1 0.013885 0.015302
- (0.6971) (0.6471)
-0.019216 -0.008936
SIZE (0.3252) (0.6059)
GE -0.045139 -0.045318
(0.7276) (0.6549)
-0.609209 -0.590545
EXPENS (0.1821) (0.1502)
0.339485 0.400259
LEVERAGE (0.2816) (0.1439)
0.230903 0.162255
LOSS (0.1026) (0.1544)
R-squared -0.267896 0.165019 -0.032004 -0.732632 0.158473 -0.281727
Adjusted R-squared | -0.411431 0.087706 -0.170928 -0.928779 0.080554 -0.454267
Durbin-Watson stat | 1.474938 0.162758 2.115921 1.799082 0.168412 1.965051
S.E. of regression 0.005610 0.005497 0.098185 0.006558 0.005519 0.109421
Sum squared resid 0.001668 0.001632 0.501293 0.002279 0.001645 0.622594

(p-value) Alaa¥) deil Jia (s b 0wl (EVIEWS 8 geali gy s jae o LoVl il Jae) (e 1 jnadl
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