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Economic analysis of administrative costs of tort system

Kuwana Kinzo

Abstract : The tort system has the function of victim relief, optimizing care of potential perpetrators,
and maximizing the social welfare associated with market transactions of goods and services through
market mechanisms. On the other hand, it has been pointed out that the administrative costs of the
tort system are not small, and that the existence of administrative costs impairs economic efficiency.
In this way, despite the fact that the administrative costs of the tort system have serious problem,
there is no previous research in Japan. Therefore, in this paper, we use a simple economic model in
which potential perpetrators bear the administrative costs of the tort system, and analyze how the
administrative costs of the tort system affect economic efficiency. We also tried to estimate the ad-
ministrative costs of the tort system in Japan using insurance statistics, and examined methods for
reducing the administrative costs of the tort system.

Keywords : tort law, administrative costs, law and economics, liability insurance
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