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Abstract

In studying early rural communes, western anthropologists original-
ly discovered that there existed some primary forms of a risk — sharing
system inherent within the colonial communities and members. Informal
risk ~ sharing system was paid attention in the middle of the last century
when economists researched the economic development of the third
world economy, leading to the emergence of relevant analytical models.
The literature suggested that when there was a shortage of formal com-
mercial insurance and social security institutions informal risk — sharing
could function adequately in the earliest agricultural society and effec-
tively achieve risk — sharing objectives.

Building on the prior research overseas, this research focuses on
the institutional risk management arrangements in China’s traditional
and present rural villages. The significance of this research includes:
firstly, there is a need to explore the risk protection systems for the rural
communes given that China has long been a typical agriculture society
and the agriculture is largely subject to innumerable natural disasters;
secondly, there are little formal mechanisms of risk protections and
management available to the rural communes and thus other systems
needs to be explored; thirdly, the research is needed to argue that the
informal insurance system could play very important role in the whole
system of social security within the countryside of China.

The objectives of this writings includes:
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(1) To study the different type of risk management institution and
systems and their origination, development, character and termination.

(2) To define the informal insurance institution and its character-
istics from the perspective of mechanism of the mutual assistance and
damage indemnity other than commercial and social insurance, and to
illustrate its function and operations with some real examples in our ru-
ral community.

(3) To analyze the influence of informal insurance upon the formal
institution, and discuss the possibility of alteration and utilization of the
institutional arrangement to promote and rebuilt out a social security sys-
tem in China especially in rural area.

Although the informal insurance system was rarely studied in Chi-
na, the issue in a broad sense has recently received increasing inter-
ests. Some essays provide very fresh idea and valuable thinking. The
foreigners’ researches have largely focused on the performance measure-
ment of the informal institutions rather than the nature of the system, il-
lustrating that the informal system has been well existed in many less —
developed countries in the west. With various research methods, data
and samples, the results of those researches would be difficult to be ap-
plied in the case of China; this has thus encouraged to devotion my time
to the study of this unique subject.

This research has adopted institutional approaches combined with
research methods in economics, sociology, history and anthropology and
underpinned by a variety of references in these areas. The research has
paid a special attention to the view of localization with a view to emplo-
ying our own culture to examine the informal institutional issues in Chi-
na. Despite insurance and its research method and theory was initially

imported from the west, there is likely to occur problems in the context



of localization given the fact there are differences in culture, language

and human and social behavior between the importer and exporter. In
addition, there will not be only one determined culture model cross the
world, so does the insurance institution arrangement.

In this writings the risk sharing system is overall considered an in-
ner culture institution which can not be totally copied and colonized. It
is conjectured that different cultures and societies would lead to various
informal risk management systems, and no universal system applied
across the world. In this writings, the localization has also been treated
cautiously against basic logic, rational and theoretical framework. The
research has tried to avoid bias caused by any attempt to overstate the
localization. The process of analysis and illation will be preciseness.
Based on our own experience and research conducted locally, this re-
search expects to contribute to the literature by providing different and
helpful insights into the issues.

This writings is predominantly concerned with informal insurance
institutions. It has compared with various formal insurance systems in
terms of different risk protections with the purpose of identifying the
characteristics of each system. The research is also emphasized on the
development of every institution in order to examine institutional con-
straining elements, as this was very important and decisive for this pro-
ject.

The ultimate theoretical contribution of this writings can be summa-
rized in two aspects. On the one hand, this research has called for the
attention to be given to the informal insurance systems in rural China,
as it will continually function along with the formal social security sys-
tem in its own way in the provision of risk protections to rural communes

in China. It is recognized that this informal type of institution is not eas-



Fei Zhengshi Baoxian Zhidu Yanjiu

ily observed and measured because it has been integrated to some extent

with other social security systems and behaviors. On the other hand,
this research suggests that unless it is supported by governmental poli-
cies, the practicability of this informal system could be limited. Never-
theless, the study of this informal system should be overlooked.

This writings has attempted to analyze the historical development of
human risk protection and its strategy, and concluded that the risk man-
agement institution is mainly dominated by human’s culture. Therefore,
it requires more cautious to transplant the institutions between the differ-
ent culture backgrounds. Within the different cultures the decisive ele-
ment is institutional constrainer, which can make the advanced or mod-
ern institution inefficiently or simply unworkable. The improper institu-
tion transplant can be: (1) the institution unworkable or inefficient,
(2) the institution may distort in functioning and result and the cost of
it increasing, (3) the original institution was neglected. The final con-
sequence is the social protection system became weak as a whole. The
above discussion was used to analyze China’s risk protection problem.
The formal insurance institution cannot be regarded as working healthily
and efficiently at present. The problem behind was primarily the culture
constrains. Acknowledging of the institutional differences would be
helpful in dealing with the problem. This study has addressed relevant
topics including the good faith of insurance industry, the mission of the
commercial insurance company and the potential payment crisis of social
insurance funds.

In this writings, an analytical framework of informal insurance sys-
tem was established, including the defining of informal insurance insti-
tution, its character and function. The effort was also made .of identifying

the institutional basis (such as culture, economy, population, environ-
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ment and so on) of the informal insurance, and comparing the differ-
ences between formal and informal insurance institutions.

Finally this writings has suggested that China should fully utilize
the informal insurance in rural areas and integrate it with the formal so-
cial security system. It is stressed that the procedures of replacing the
informal with the formal insurance institution will take a considerable
long time and it will be subject to certain hypothesis and conditions, for
example, including the economy condition in rural area, the traditional
notion regarding family, the efficient law system and even the whole
culture change. If the formal insurance institution has its limits in per-
forming the entire function of the social protection, the informal institu-
tion should be encouraged to develop and integrated with formal sys-
tems. In this way, a new social security system could be build under its
institutional framework and with culture acceptance.

Key words: Informal insurance, Risk sharing arrangement, Insti-

tutional analysis, Social security
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