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Abstract: For promoting the sustainable development of China’s bank insurance, this research
started from the theoretical study of bank insurance and based on a thorough analysis of foreign
bank insurance, summarized the experience of bank insurance development in developed countries,
combined with the development status of China’s bank insurance, and the problems and its causes
in the process were thoroughly analyzed and discussed. A series of specific countermeasures and
suggestions were proposed for the development of China’s bank insurance, including the choice of
bank insurance model, the formulation of the banking insurance institution's strategy, and related
policy recommendations. It was in line with the development needs of China’s bank insurance.

1. Introduction

Since the 1980s, the world’s financial powers have abandoned the traditional separation system
and began to transition to a mixed industry system. The wave of financial globalization and
liberalization has greatly changed the competitive landscape and situation of the financial industry.
Banks and insurance companies have begun to adopt a strategy of mutual integration and
penetration, and bank insurance has thus emerged. With the continuous deepening of financial
integration, bank insurance has become an important trend in the development of the global
financial industry.

The development of bank insurance has far-reaching strategic significance for Chinese
commercial banks and insurance companies. From the perspective of commercial banks, bank
insurance not only brings considerable fee income to commercial banks, but more importantly it is
beneficial to the strategic transformation of commercial banks. From the perspective of insurance
companies, bank insurance is one of the three pillars of life insurance and has become a major force
for life insurance business growth. Obviously, it is of great significance for the Chinese insurance
industry to achieve the strategic goal of “bigger and stronger”. In the face of numerous
opportunities and challenges, the development of the Bank of China Insurance must proceed from
the current reality of separate operations and supervision of separate industries. On the one hand, it
solves the problems existing in the development of bank insurance, and on the other hand, it adapts
to the future trend of comprehensive management, seriously absorbs and draws lessons from the
development of international banking insurance, solves the deep-seated problems in the
development of bank insurance through model innovation, strategic innovation, and institutional
innovation to form a bank insurance market with Chinese characteristics.

This research will start with the theoretical analysis and summarize the experiences in the
development of foreign bank insurance. Based on a comprehensive analysis of the problems and the
causes of the development of China’s bank insurance, the paper puts forward suggestions for
promoting the further development of China’s bank insurance.

2. Literature review

With regard to the definition of bank insurance, various scholars have conducted a full range of
discussions. Some scholars in the United States have defined bank insurance as an organization that
crosses shares held by banks or their branches, banks and insurance companies, operates insurance
products with asset management functions, cross-markets, or sells any products that banks and
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insurance products can bring or service [1]. According to Munich Re Group in a 2001 report “Bank
Insurance in Practice”, bank insurance refers to provide insurance and banking products and
services to the same group of customers at the same time through a common sales channel [2]. The
traditional view emphasizes the dissimilarity between the banking industry and the insurance
industry. It points out that although both belong to the financial industry field, they do not have
similarities and can’t be integrated [3]. Chinese scholars believe that bank insurance, also known as
bancassurance, is a financial services integration arrangement between banks and insurance
companies. Among them, insurance companies are responsible for the manufacture of products, and
banks are responsible for the sale of products [4]. Domestic scholars have summarized the
development model of bank insurance according to different organizational models or operating
characteristics in the development of bank insurance, and proposed suggestions for the development
of bank insurance in China in light of the actual situation [5]. The success of the western banking
insurance industry is inseparable from a good external environment. In contrast, the external
environment for the development of China’s banking insurance needs to be further improved [6].

3. Methodology
3.1 Theoretical dialysis of bank insurance

Bank insurance began in Europe and gradually flourished in the 1980s. Daniel divides the
development of bank insurance into three phases. Prior to 1980, as the first phase, bank insurance
was limited to banks acting as intermediaries for insurance companies; the second phase started in
about 1980, bank began to develop products that are very different from traditional banking
businesses and began to fully intervene in the insurance area. This is considered to be the real
beginning of bank insurance. In the late 1980s, it began to enter the third phase, which is a crucial
period for the development of bank insurance. In order to cope with the fierce competition of
insurance companies, banks also expanded the business in this period and adopted various measures
(such as new establishments, mergers and acquisitions, joint ventures, etc.) to combine banking
services with insurance business.

The birth and development of bank insurance come from the choice of the main business entity
in the micro field, and also from the changes in the external environment of the macro field. Bank
insurance is a realistic option for commercial banks to structure a diversified business structure and
create a versatile financial group. For insurance companies, it is an effective way to expand
marketing channels and increase operating income. Banks and insurance companies have achieved
a win-win result from the launch of the bank's insurance business, which provides an intrinsic
motivation for the mutual penetration of both parties. After the entire economy has reached a certain
stage, various external influence factors have directly or indirectly led to the integration of banks
and insurance companies and promoted the emergence and development of bank insurance,
including: aging of the population, changes in consumer awareness, obvious trends in
comprehensive operations, and technological advances.

3.2 Analysis of the development of bank insurance in China

At present, the effectiveness of the insurance regulatory department in implementing structural
adjustment policies has further manifested, and the business cooperation of bank insurance has also
changed. The insurance industry has begun to treat the banking insurance business soberly, and the
banking industry has also begun to study the issue of the depth of cooperation between the bank and
the insurance industry. In the past, the bank insurance mainly focused on payment of products, and
the increase in the sales volume of the payment products would inevitably reduce the current
premium income, but it would be conducive to the formation of continuous premium income. At
the same time, due to the great homogeneity of insurance products sold on the bank’s windows and
other wealth management products, tailored insurance products with strong individualization are
difficult to sell through the bank’s window, in addition, the cooperation between banks and the
insurance industry is no longer satisfied with the simple agency cooperation model. Therefore, on
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the basis of actively adjusting the structure, the insurance industry and the banking industry have
begun to explore ways to develop long-term, in-depth, and stable cooperation. The insurance
industry began to gradually adjust its business structure, focusing on the development of
payment-oriented and guaranteed products. At present, the bank insurance business is in a stage of
vigorous development in China and presents several characteristics: Bank insurance develops
rapidly, especially in the life insurance sector, it has become the second largest sales channel, the
development of non-life insurance is relatively inadequate, and the premium income of China’s
bank insurance has been increasing year after year. It has become an important part of China’s
insurance market; the agency agreement model still dominates, but new models such as joint
ventures and equity investments begin to emerge; the development of bank insurance is restricted
by the financial system under separate management and supervision; commercial banks have the
natural advantage of selling insurance products. Vigorously developing China's bank insurance can
enhance the profitability of commercial banks, promote the steady development of the insurance
industry, and realize the beneficial attempts of mixed-business operations.

3.3 Problems and causes of the development of bank insurance in China

At present, there are problems in the development of China’s bank insurance: the relationship
between the two sides is loose, and the cooperation model is simple; bank insurance products are
single with high homogeneity; the sales method is simple and the sales channel is simple; the
operating cost is too high and the cost competition is fierce; marketing and promotion is one-sided,
and misleading sales have seriously affected the credit rating of the Bank of China. The main causes
of these problems are: there is a deviation in the understanding between the two sides, and the
business philosophy is old; there is a big difference in the corporate culture between the two sides;
insufficient cooperation and development of new products and new channels between the two
parties; lack of effective incentive and restraint mechanisms; lack of compound professionals and
difficulty in improving service levels; the backward information technology means affect the
efficiency of business processing; external environmental constraints.

4. Results
4.1 The model choice of China’s bank insurance

China’s current development of bank insurance generally adopts a distribution agreement model,
because of its own inherent defects, it brings a series of problems that can’t be ignored to the
development of bank insurance, and it becomes a bottleneck that restricts the further and rapid
development of bank insurance. To overcome this bottleneck, we need to make a new choice of
development model. In various development models, although the joint venture model and the
financial group model have begun to appear, due to the difficulties in implementation, they are not
yet suitable for universal promotion. And strategic alliance model can make up for the
shortcomings of distribution agreement mode, at the same time, it is more suitable for the economic
development of China's current reality, so it can be used as the bank insurance generally used at the
present stage in China's business model. The strategic alliance model is the best business model for
the development of bank insurance in our country at this stage, the development of China's bank
insurance should shift from the original loose distribution agreement model to the
closely-coordinated strategic alliance model. Establishing the "1+1" exclusive strategic alliance
model is the key to the current development of bank insurance, firstly, the establishment of a
strategic alliance model should be promoted in stages and at different levels; then, carefully select
strategic partners and establish long-term strategic partnerships; finally, take advantage of some
success stories.
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Figure. 1 The basic mode and characteristics of the bank insurance.
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Figure. 2 2007-2017 National bank insurance premium income.
4.2 Formulation and improvement of bank insurance development strategy in China

The development of bank insurance in China has achieved remarkable results, but there are still
some problems in practice. Therefore, for the sustained and stable development of China's bank
insurance, it should: Improve the understanding of bank insurance and change the business
philosophy; promote the integration of corporate culture and promote customer relationship
management; deepen cooperation level, collaborative product and channel innovation; establish and
improve incentive and restraint mechanisms; scientifically formulate talent strategy and cultivate
complex talents; deepen the development and application of information technology and improve
the construction of customer management systems.
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Figure. 3 The model of the strategic alliance of the bank insurance
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Figure. 4 Incentive mechanism model in the management of bank insurance channel

5. Conclusion

This study summarizes the history and experience of international bank insurance development,
external environmental factors including the legal environment, regulatory system, and taxation
policies have greatly affected the development of bank insurance. In the transitional stage of further
deepening the development of bank insurance in China, we should create a relaxed institutional
environment and promote the deep integration of banks and insurance institutions; promote the
construction of relevant legislation and improve the financial legal system; strengthen the
coordination and cooperation between the bancassurance institutions; give play to the supervisory
and guiding role of industry self-discipline; implement corresponding tax incentives. Through the
continuous improvement of these external environments, it will promote the sustained, rapid and
healthy development of China's bank insurance.
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