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Abstract

Finance is the core of modern economy. As one of three major
pillars of financial industry, insurance occupies the increasingly im-
portant position in national economy. The development of insurance
industry has vital relations with its macro — environment

Entering 21th Century, the macro — environment of Chinese in-
surance industry experiences deep and complicated changes and the
risks facing insurance industry experience the new change as a result.
Natural risks turn worse, which bring tremendous compensation pres-
sure to insurance companies. Technique progress improve people’ s
living standard and prolong the expected life span, but the aging and
weakening of family function puts forward great challenge to insurance
industry , such as moral hazard , insurance fraud, environmental pollu-
tion and mistaken operations, etc. From the view of international envi-
ronment, economic globalization tends to be a deep development and
the competition of the comprehensive ability of a country is increasing-
ly serious. China’s insurance industry opened up earliest and made a
greatest effort to opening up in financial industry. Under this situa-
tion, foreign — funded insurance companies increased their businesses
rapidly, constantly enlarged their influence, gradually displayed their
advantaged of competition and gave new vigor and pressure to the de-
velopment of insurance industry, thus financial safety and stability be-

come focus of Chinese government’s concern. Today, peoplé face
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more risks than any previous time, become more eager to know how to
handle the risks, and how to manage risks well is thus becoming an
urgent task for insurance industry.

At the same time, it’s more and more important for the govern-
ment to reinforce ils support to the insurance industry and the insur-
ance supervision as the risks incurred by environment transition are
macro, systematic and complex ones. Because of market failure,
i. e. , incomplete competition, information asymmetry, negative exter-
nalities and uncertainty, also because of the immature market mecha-
nism due to the primary stage of the development of China’s insurance
industry, appropriate regulation and adjustment from government to
help risk management is indispensable. How to adopt the proper tax
policy to encourage the sustainable development of Chinese insurance
industry, how to protect the national industry and in the mean time
strengthen its international competition ability, how to further promote
the conformity of the Chinese insurance market so as to increase the
risk resilience of insurance indursty to realize the stride - over type of
the Chinese insurance development etc. , all these are problems that
the insurance regulation authority, insurance company and academic
circle must value and keep in mind.

This book selected four kinds of risks closely related to environ-
ment which have the most profound relations with insurance industry to
conduct the research ; natural risk, population risk, economic risk and
legal risk. Among them, natural risk involves physical elements influ-
encing the physical base of insurance industy ; population risk involves
humanity elments displaying realistic restrictions lo insurance; eco-
nomic risk involves economic elements deciding the power of insur-

ance; legal risk involves the institutional elements influencing the sys-
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tematic protection for insurance industry. Base on this, The book a-
dopts theory of insurance, theory of finance and theory of public man-
agement, combines qualitative analysis with quantitative analysis, to
give a in — depth analysis of main risks facing Chinese insurance in-
dustry, discusses how to build the systematic and scientific risk man-
agement system from the levels of public policy, industry regulation
and insurance industry, and proposes the relative suggestions on how
to carry out the concrete risk management measeures.

The innovation of the book lies in the following points: Giving
key risk map for Chinese insurance, giving valuation to important de-
gree to different risks, and proposing different risk management meas-
ures. It enriches not only the theory of finance, but also the theory
and practice of insurance.

According to the study, natural environment of our country is
worse , the risk category is numerous, the occurrence is multifarious
and the loss is serious. All these aggravated the indemnification duty
of insurance companies, especially liability insurance. To improve
natural risk management, government must enhance not only the engi-
neering measures in reducing the occurrence of disasters but also non
— engineering approaches, improve the quality of risk information sys-
tems, and construct a overall network of catastrophe protection and in-
demnification.

Population environment has special influence on Chinese insur-
ance industry, for China is a big country with such a long history,
profound tradition and cultural background. The risk elements include
total population, age structure, region structure, occupation structure
and education structure. In the aspect of social environment, society

relation, moral standard, mode of behavior, consumer’s habit will
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impose great influence to insurance. To improving population risk
management, we shall increase citizen 's insurance consciousness,
promote the sense of honesty and credit, so as to construct healthy and
harmonic social atmosphere.

Economic environment has the greatest influence to insurance.
The relative risk elements includes: GDP, industrial structure, re-
gional construction, personal income, fixed assets invests and inflation
rate, etec. The financial environment includes saving rate, interest
rate, exchange rate and capital market movement, etc. primarily to
the influence of the insurance to express to come out with the condi-
tion. On the one hand, finance supplies foundation for insurance; on
the other hand, the insurance also infuses into funds for the finance,
transferring risk and stabilize the function of the market. Economy glo-
balization also makes insurance risk complicated. The 2008 financial
crisis is the most outstanding instance. Government must strengthen
the insurance regulation, reorganize regulatory institution, enhance
the supervision of financial insurance, and encourages a wider outlet
for investment of foreign exchange funds.

The development of insurance must proceed within our country’s
fundamental legal system. The insurance legal system constitutes
< Insurance Act > and a series of insurance laws, regulations, and
other related law, i. e. , contract law, company law and tort law. To
improve legal risk management, government should eliminate legal
rules which hinder the progress of insurance industry, and make
known the importance of obeying laws and rules.

Though the study, several important conclusions have been
drawn

Firstly, the environment and consequential risks have different
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and important influence on insurance and bring complex challenges.

Secondly, different risks evolve in the different ways. Natural
risk will be more complicated and worse. Population and economic
risks brings more challenge on insurance supply and demand. Legal
risk tends to be more stable and be control to certain degree.

Thirdly, as Chinese insurance is in a transition period, govern-
ment's recognition and policy support is the important condition for
insurers’ risk management.

As everybody knows, the research on risk and risk management
of insurance industry and related policy is a sophisticated and long —
lasting engineering. This book is just a beginning. From now on, we
shall keep on studying, and explore the suitable way for the develop-
ment of Chinese insurance industry.

Key words: Environmental transition, insurance industry, risk

managein ent
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