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Based on_the generalized user-revenue model, this paper clarifies the
empirical implications of the quiet-life hypothesis in the Japanese regional banking industry. The
quiet-life hypothesis is accepted here but the efficient structure hypothesis is not. Moreover, the
extended generalized-Lerner index (EGLI) on the cost frontier increases with the Herfindahl index in

the previous period if and only if the quiet-life hypothesis is accepted, so it is possible to
Justify anti-monopoly and anti-concentration policies using support for the quiet-life hypothesis.
Furthermore, intertemporal regular linkages (i.e., cyclical linkages) exist because the average
loans are not large and only the quiet-li1fe hypothesis is accepted. However, the linkage of the
single-period EGLIs of the long-term loans on the cost frontier leads to convergence and is fixed at
the very large values in the initial periods; thus, the linkage is judged to be undesirable to
Japanese regional banks.
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