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Abstract

With the deepening of the reform and opening up, China insur-
ance industry resumed in 1980, developed greatly in the thirty years
and has made significant achievements. Firstly, insurance market is
initially shaped. Until now, there are over 110 insurance firms in the
terms of legal entity, while the organizaitonal forms ranged from sim-
ple state ownership to corporation. The risks involved in insurance
business are expanding. And the pricing of insurance products has a-
dopted market — oriented actuarial mechanism other than simple sub-
jective style used before, which is under certain restraint and related
with combinations of factors such as risks, resposiblities, cost and ef-
fectiveness. Secondly, priciples of risk management is emphasized
and applied in the business. Primary internal control system has been
established in the insurance firms. The doctrine of risk management is
being built up in the business, as a lot of firms take risk management

as a crucial role at strategic level for the business continuity, leading
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to the strenthening of risk management in the business. Thirdly, the
insurance regulatory system is constantly improved. The industry is
directly supervised under a series of laws and regulations about opera-
tion rules. And the regulation experienced the change of initially
terms and rate regulation to institution establishment and market con-
duct regulation, and then both solvency and market conduct regula-
tion, and now focusing on the solvency regulation. The regulation au-
thorities has built up five lines of defenses which focus on solvency
regulation, has set up and improved the administrative aprroval sys-
tem of proverty and life insurance products, has enacted the regula-
tion on the branch establishmen of insurance firms which helps the ex-
panding of regional scope of the operating subsidiaries, and has set
the standard acuturial and financial system for the whole industry. Fi-
nally, the insurance self — regulatory organization was established,
which helps the maintaining of a sound competitive market order, the
coordination of internal and external trade disputes and conflicts, the
provision of information services, and to carry out international com-
munication and cooperation and promote China insurance industry to
participate in international competition, playing as a bridge between
government and regulation authorities and the business.

Despite the great acheivements, it should be noted clearly that
China insurance market system still needs improvements, risk man-
agement needs be emphasized and applied into practice further, regu-
lation system must be improved and innovated further, some insurance
firms are exposed to the risk of inadquate solvency and even of finan-
cial crisis and bankruptey, and the industry is influenced by the eco-
nomic fluctuation and fianancial crisises.

As one of the important effective risk management mechanism in
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