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1. Chinese first two ASAs receive their certificates from SOA President R.Step-
hen Radcliffe (center) during the graduation ceremony of the 2nd class gradu-
ate actuarial students at Nankai University in June 21, 1994. At his right is Qi
Li and on the left, Yu Luo

2. The first Chinese actuary, Donghai Yu, ASA, attending the 1995 annnal mee-
ting of the society of Actuaries in October, 1995, Monfreal, Canada. pictured
with him is Barnet Berin, SOA president and Dr. Kailin Tuan, founder of the
SOA-Nankai Actuarial Program.




1. Professor Jin-Lian Xu returned from Philadelphia in 1984 to establish Chinese

first Insurance program at the Shanghai University of Finance & Economics.
Actuarial Science cussiculam is also added in 1993. Pictured here is professor
Xu with Mr. Barnet Berin, President of the Society of Actuaries and Xu’s tea-
cher at Temple University, Dr. Kailin Tuan. Berin & Tuan visited the Sha-

nghai University of Finance Economic in June, 1995.
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Insurance in China

By S. S. Huebner, PH.D.
Professor of Insurance and Commerce, University of Pennsy-
Ivania, Philadelphia, Pennsylvania
The various kinds of insurance are usually grouped
under the three following divisions: life insurance, fire and
marine insurance, and casualty insurance, the last compri-
sing all forms of insurance not included within the other
two. From the standpoint of convenience, this customary

classification will be followed in the present discussion.
LIFE INSURANCE

Although the beginning of life insurance in China da-
tes back some fifty years, comparatively little progress has
been made in this important branch of underwriting. Un-
fortunately no official public records of the volume of busi-
ness are available, and only the roughest estimates can
therefore be made. Judging from the returns of a limited
number of companies, it would seem that the volume of
outstanding life insurance in China does not exceed 8100,

000,000 in our money-a total extraordinarily small in view

Originally published in the ANNALS of the American Academy of the Polit-

ical and Social Science. Volume 152, November, 1930.




of the length of time that various well-known companies
have been operating in that country. According to the Chi-
na Year Book for 1929-1930, seven principal companies-
The Asia Life Insurance Company. China Underwriters Li-
mited, China United Assurance Society. Manufacturers
Life Insurance Company of Canada, Standard Life Insur-
ance Company. Sun Life Assurance Company of Canada,
and the Went Coast Life Insurance Company-transact most
of the business, and for five of these, the volume of outsta-
nding insurance is reported at about $77,500,000 in our
money.

Most of the underwriting is limited to the seacoast ci-
ties and a few of the important interior centers. With only
a few exceptions, the companies-now numbering about se-
venteen-hail from foreign countries, and probably the la-
rger portion of the outstanding insurance has been placed
on foreign lives resident in China. While some of the com-
panies offer all of the usual forms of policies, by far the la-
rgest part of the business written is of the endowment, and
to some extent of the pure endowment, varicty.

Public regulation of the business, as we understand it
in the United States, is not being applied as yet, nor has a
Chinese mortality table been created thus far. The com-
panies employ some foreign table and exercise their judg-
ment with respect to increased mortality by increasing the

age of the applicant for rate determination purposes or by




adding to the mortality loading. Roughly speaking, it 1s
said that the rates for life insurance in China average about
one and one-half times those charged in the United States.

Many serious problems militate against the rapid deve-
lopment of life insurance in China. Some of these are of a
strictly economic nature, such as the disturbing effect of the
long-drawnout unsettlement of economic conditions, and
the general unwillingness of the people under such circum-
stances to invest in long term propositions, such as life in-
surance inherently represents. Moreover, China, despite its
great size, is afflicted with an extraordinary lack of means
of communication. As a result, the life insurance business
remains concentrated within a comparatively few leading
centers and does not secure the advantages of a wide distri-
bution of risk such as is enjoyed in this country, where life
insurance is sold through established agencies in every ha-
mlet of the nation.

Life underwriters in China were also very frank in tel-
ling me, during a recent visit to China, the difficuities en-
countered because of the great confusion of currencies
throughout the country, the absence of a well-developed
and adequate medical service upon which the insurance
companies could depend, and the trouble constantly as-
sociated with the investigation of applicants as well as in
the settlement of claims. As a further economic difficulty, it

should be borne in mind that the overwhelming mass of




people in China live within the poverty line; and of those
who are more favorable situated, probably four fifths are
required to devote all of their limited income for current li-

ving.
FAMILY SYSTEM A HINDRANCE.

But probably even greater than the economic dif-
ficulties, as a retarding factor in the rapid growth of life in-
surance, is the Chinese family system. With respect to the
limited wealthier class, which could be the source of a sub-
stantial buying power to life insurance companies, the Chi-
nese family system, with its fundamental principles of
group responsibility and of interlocking dependence of all
the members, tends distinctly against the purchase of life
insurance. As I have explained elsewhere:

Very generally the richer families contain a great many
members, often a hundred or more, and some one 1s always
responsible for the maintenance of those who meet with
economic misfortune. The Chinese family system is entirely
different from our own, and largely nullifies that keener
sense of initiative and personal responsibility necessarily at-
taching to the position of the family head in America. In
fact, the oriental family system involves the concept of
mutual protection, and thus in a sense takes the place of

insurance. Moreover, the status of women in China is, as a




rule, essentially different from that prevailing here. Women
hold a subordinate position in the family, and as a rule
would not or could not suggest the taking of insurance.
And in any case (so often is the reasoning of the family
head) what is the need of life insurance when the widow
and children will be taken care of by other members of the
family group?

The aforementioned  difficulties are not intended to
paint a dark picture with respect to the future development
of life insurance in Chian. A full realization of existing pro-
blems is often the surest way of effecting a rapid change for
the better, particularly if the economic need for a desired
institution is conveyed to the public through the nation’s
educational system. Japan affords an excellent illustration.
Although the beginning of life insurance in that country
dates back to 1880, its real growth has occurred since 1900,
and chiefly since 1916. At present some forty-four Japanese
life insurance companies have on their books some five mi-
llion outstanding contracts, representing insurance in force
in excess of $2,500,000,000. In addition, the Governmental
system of Insurance and annuities, instituted, according to
the Government’s own declaration, because of “the urgent
need of introducing that provident institution for the less
benefited people,” represents another ten million contra-
cts, with a face value approximating $1,000,000,000.

The main key to the door that leads to the growth of




life insurance anywhere is education. Japan understands
this, and is acting accordingly. What a surprise it must be
to us, in view of the limited extent to which insurance
education is reflected as yet in our higher institutions of
learning, to find that instruction in the principles of insur-
ance (both life and property) is a requirement in the busi-
ness school or department of nearly every Japanese college
and university, as well as in nearly every commercial high
school in the country! That attitude is as yet comparatively
rare with us, and we would do well to take an object lesson
from Japan’s educational program. Japan was late in get-
ting started life-insurance-wise, yet her present volume of
outstanding life insurance, when viewed in the light of
national wealth, has already reached a relative importance
equal to about one-third that of the United States.
Education-outlining the beneficent services of life in-
surance to family and business, and its creative force for
the national good through the increase of new capital
through thrift and sound investment-can also do for China
what it has done for Japan. That China will be receptive to
such an educational program cannot be doubted. While in
China, I could not but notice the eager way in which the
press of the country published life insurance addresses and

other similar information.
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FIRE AND MARINE INSURANCE

In this important field of insurance the program has
been much greater than that recorded for life insurance.
But in every other country, also, property insurance has
preceded life insurance as regards widespread use. And this
is only natural. Recognition of the money value of human
life as an economic asset, to be treated just as scientifically
as are property values, is a comparatively recent idea. Peo-
ple have been prone to regard their buildings, ships, and
goods as much more important than their own lives, when
surely for the great majority of family heads, the money va-
lue of the life constitutes by far the larger part of the per-
sonal estate.

Unfortunately, in this branch of insurance, as in all the
other branches, no public records are available to indicate
the volume of business transacted in China, although that
volume is very considerable. Most of the insurance interests
are centered in Shanghai, although extensive facilities are
also available in other important trading centers. According
to the last issue of the China Year Book (1929-1930), 136
companies were members of the Shanghai Fire Insurance
Association, of which 71 were British, 17 American, 14 Ja-
panese, 12 Dutch, 11 German, 4 French, 3 Italian, 2 Swiss,
and 2 Swedish. Mention is also made of the Chinese Insur-

ance Association, a Shanghai organization, with a member-
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