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Preface 5

Preface

Insurance supervision is an important component of financial super-
vision. Currently all the countries in the world concern themselves
very much with the insurance supervision in the course of developing
their own insurance industry. Since insurance deals with various
risks by its nature, it is determined that appropriate and stable oper-
ation and management in the industry not only directly involve those
shareholders investing in the industry, but also have great influence
over the interest of a large number of policy holders and thus concern
the stability of production and social life. The insurance supervision
has a history of only more than a century since its emergence that is
much shorter than that of the industry itself, but with the dramati-
cally rapid development of world economy and the ever — deepening
globalization, the risks present and accumulating in the economic
growth of all countries have been increasing throughout the years.
Consequently, supporting national economic development by means
of insurance and reducing risks through insurance supervision to
guarantee the insurance companies’ ability in payment of claims
have become the primary function of supervisory bodies of insurance
sector in all countries. Logically, in the case of a developing country
like China, whose history of insurance industry is comparatively

short and whose economic system is undergoing reforms, some is-
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sues have turned out to be of great significance such as how to study
the relationship between economic growth and insurance industry,
and to learn from other countries their experience and lessons in in-
surance supervision, and to disclose and solve the problems arising in
the operation and supervision of insurance business, and eventually
set up its own insurance supervision system according to internation-
al practice and China’s circumstances. Up to date, quite a number
of experts and scholars have been elaborating on the issues relating to
insurance supervision and conducting research on several relevant
subjects; however, special study and treatises on insurance supervi-
sion system are not commonly available, yet. The author of this pa-
per attempts to focus on this subject in a hope to draw more advice
and solicit exchange of ideas from other researchers of such subjects.
This paper is expected to be of help to the set — up of a mature insur-
ance supervision system in China.

Structurally, this paper consists of four chapters, of which the first
chapter gives an analysis of the relationship between economic
growth and insurance industry development, the second chapter
compares the insurance supervision systems of various countries and
draws relevant conclusions, the third chapter gives an account of the
current condition of Chinas insurance supervision system, and the
last chapter is an elaboration on China’s insurance supervision sys-

tem in existence.

Chapter I is devoted to the correlation study of economic growth and
insurance industry development, and divided into four sections. The

first section concerns the emergence and the history of insurance in-
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dustry, which mainly relates to the rise of world and China’s insur-
ance industries and the phases in their development and the current
condition. The second section analyzes the impact of a country’s e-
conomy on its insurance industry in terms of economic scale, struc-
ture and policies. The third section then analyzes in turn the impact
of the absolute scale, relative scale and technological application in a
country s insurance industry on its economy, and the influence that
the position of financial and insurance business imposes on a
country’s economic growth. In addition, this section points out the
trend and characteristics of the development of economy and insur-
ance industry, as well as the challenges and opportunities facing in-
surance sector. The final section includes a comparative analysis of
China ’s and the world average depth and density of insurance busi-
ness, upon the basis of which the changes in China ’s economy and
insurance industry over the past years are illustrated with charts and

diagrams to disclose their correlation.

Chapter II mainly introduces the insurance supervision systems of a
few characteristic countries and regions in the world. In this chapter
the author summarizes the experience and lessons these countries and
regions have gained in the development of their insurance supervision
systems and further figures out the enlightenment from these experi-
ence and lessons. This chapter is divided into three sections. The
first section is mainly an introduction to the insurance supervision
systems of UK and USA that are typical of countries with advanced
supervision systems. The introduction concerns the overall situation

of their insurance markets, insurance supervision systems, legal sys-
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tems of insurance supervision, and the content and means of insur-
ance supervision, in addition to their opening to foreign insurance
businesses and management of foreign insurance businesses. The fol-
lowing section introduces the insurance supervision systems of those
emerging countries and regions such as South Korea, Singapore and
Taiwan, also including the overall situation of their insurance mar-
kets, insurance supervision systems, legal systems of insurance su-
pervision, and the content and means of insurance supervision, in
addition to their opening to foreign insurance businesses and man-
agement of foreign insurance businesses. The final section is based
on the analyses of the prior sections of the supervision systems in
those countries and regions, and summarizes the lessons from them
and significance to China’s effort to build up its own insurance su-

pervision system.

Chapter III describes the current situation of China s insurance su-
pervision in terms of legal system, supervision bodies, management
agencies and insurance business. In this chapter the major problems
or drawbacks in the existing system are dug out for the analysis of
the cause. There are four sections in this chapter. The first section
gives a brief account of the basic framework of China’s insurance su-
pervision legal system and points out the existing problems and caus-
es. The second section depicts the development history of China’s
insurance supervisory bodies and the problems coming into being in
the history and their origination. The following section relates to the
ever — increasing growth of China’ s insurance supervisory bodies,

and points out the drawbacks in the bodies and their causes in con-
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nection to the transformational reforms in the industry. The final
section introduces the current situation of insurance supervision from
the perspective of business operation, and also discloses the existing

problems and analyzes the causes as well.

Chapter IV is focused on the topics such us the determination of
principles and objectives of China’s insurance supervision system,
insurance agencies, insurance business operation and opening up of
the industry. This chapter comprises four sections. The first section
elaborates on the general principles and specific principles of insur-
ance supervision, the general objectives and specific objectives of in-
surance supervision, the principles and objective selection of China’s
insurance supervision system. The next section analyzes the supervi-
sion system, business system and service system of China’s insur-
ance industry. The third section is dedicated to the institutional
study of the issue relating to financial accounting, business and in-
vestment of insurance companies. The final section, however, first
gives an account of the history of the opening up of China’s insur-
ance industry in its economic reforms and opening up drive, and
then analyzes the existing policies on opening up of insurance indus-
try. In addition, in this section, the author touches on the problems
and issues and the advisable policies to be implemented in the open-
ing up of insurance market to foreign businesses in consideration of

the commitments of China after its entry into WTO.

The reason I have chosen China Insurance Regulatory System as the

subject of my study is because the insurance regulatory system is
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new to our country and is still in need of improvement. Many areas
are still up for discussion. Meanwhile, though ready — made regula-
tory systems for foreign countries with mature insurance market are
available, they are not applicable to our country’s actual situation
and may not be simply copied. Another reason for my selection of
this subject is that our country is a member of WTO now, which
means the opening — up process for the insurance sector will be accel-
erated. However, there are still a lot of problems with our existing
insurance regulatory system. Under such circumstances, analyzing
the insurance regulatory systems of the developed countries, finding
out where we lag behind by comparison and reforming and perfect-
ing an insurance regulatory system with Chinese characteristics based

on the actual situation of our country is of great significance.

To set up and perfect an insurance regulatory system for our coun-
try , we must first have a thorough understanding of the role and
function of our current insurance sector in our national economy and
analyze the new challenges posed in front of the theories and policies
on insurance regulatory systems with domestic and international in-
surance sector seeing rapid growth. Only this way can an insurance
regulatory system that both suits China’s actual situation and is in
line with international practices be established. Of course, the insur-
ance regulatory system for our country was not drummed up without
foundation. It was only after taking the actual situation of our coun-
try’ s economic and insurance development into consideration while
referring to the practices of different countries was the principle

brought up,.stating that the same importance should be placed on
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paying capability and regulation of market behaviors for a consider-
able period of time in the future before transiting to the regulation of
solvency eventually. It is necessary to clarify a misunderstanding
here that even in the most developed countries stress on regulation of
solvency does not mean total neglect of the regulation of market be-
haviors of insurance institutions. These two aspects are not in con-
flict. When we say placing importance on a certain area, we are only
saying that for different countries and regions and at different stages

of the development, the focus should be different.

Different from discussing insurance regulatory systems in plain
words, I try to make breakthroughs in several areas. First, when
discussing economic growth, I should point out its impact on the de-
velopment of the insurance sector and analyze, meanwhile, the sup-
porting effect that the development of the insurance sector has on e-
conomic growth to find out the interrelation between economic
growth and the progress of the insurance sector. Secondly, the pa-
per analyzes the new challenges brought about by the development of
the insurance sector to conventional insurance regulatory theories
and policies under the circumstance of rapid development of insur-
ance sector in the world. Thirdly, during the past ten years, regula-
tion of the banking, securities and insurance sectors has evolved
from cross — industry regulation to separate regulation by industry,
whereas regulatory institutions of many developed countries are
turning to alliance. With respect to this phenomenon, the paper dis-
cusses the development trend of cross — industry operations and cross

— industry regulation in the financial sector as well as its impact on
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China’s insurance sector in a bid to explore an insurance regulation
pattern with Chinese characteristics. Finally, with China’s access to
the WTO, the book makes a tentative discussion on how to
strengthen insurance regulation to meet the new challenges present-
ed to the insurance industry, particularly the insurance regulatory

system.
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