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Abstract 

The sudden advent of COVID-19 brought a huge impact on China’s insurance industry, 
including the nation’s social medical insurance and commercial insurance. As the central 
government published a strict quarantine policy to contain the spread of COVID-19, 
nearly all of business units stagnated. The deteriorating economic situation decreased 
income of both companies and employees and increased the unemployment rate, which 
directly led the income of China’s insurance industry to slump during COVID-19. 
However, as the epidemic had been largely contained, the central government reopened 
the economy. The rapid and strong recovery of domestic economy built a solid 
foundation for Chinese insurance industry’s income to rebound in the long term. COVID-
19 had a great influence on the expenditure of insurance industry as well. The policies 
of The BUREAU of Health Insurance might lead social insurance expenditures to greatly 
increase during the epidemic. Meanwhile the expenditures of commercial insurance did 
not increase or may even decreased because there is a risk of lawsuit in business 
interruption and director and officers’ insurance. Moreover, COVID-19 also negatively 
influenced the investment amount and income of commercial insurance companies 
because the investment income of social insurance may be affected mainly by the 
currency inflation during the epidemic. In fact, COVID-19 revealed that there is still a 
long way for Chinese insurance industry to go before we could truly build a leading 
insurance system that is driven by science and technology: more stable in its 
development, more efficient in its operation and more comprehensive in its coverage 
and better in its system. However, the sudden outbreak of the epidemic would directly 
promote the reform of the industry in multiple-leveled fields and thus accelerate the 
establishment of new future-oriented insurance companies. 
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1. Introduction 

In early 2020, COVID-19 broke out. The COVID-19 pandemic poses unprecedented challenges 
to the global economy. China was the first country to respond to the epidemic through 
lockdown measures, and the first to restart its post-epidemic economy. As a result, many 
industries around the world, including the insurance industry, are now closely watching the 
Chinese recovery. 

While China's economy as a whole is recovering now, the outlook for the insurance industry is 
a bit more complicated -- some are doing well, others are suffering and began to recover 
recently. 

In China, social insurance and commercial insurance jointly constitute the Chinese insurance 
system. Social insurance is the main body of Chinese multi-level social insurance system, and 
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commercial insurance, an important part of the multi-level social insurance system can be a 
supplement to social insurance. 

Social insurance is a kind of social and economic system that provides income or compensation 
for the population that loses its ability to work, temporarily loses its job or suffers loss due to 
health reasons. The main items include endowment insurance, medical insurance, 
unemployment insurance, work-related injury insurance and maternity insurance. It belongs 
to government behavior and has non-profit nature. Today, the coverage rate of social insurance 
in China has reached more than 90%. 

Commercial insurance is a kind of commercial behavior, focusing on one-time economic 
compensation, with the nature of profit as the purpose. Compared with social insurance which 
can only provide the foundation, commercial insurance can provide more targeted and stronger 
protection. 

There are essential differences between social insurance and commercial insurance: 

(1) Properties. Social insurance is carried out by national legislation, belong to government 
action, it is a kind of welfare undertaking, have non-profit nature. Commercial insurance is a 
kind of commercial behavior, a kind of voluntary contract relation completely between the 
underwriter and insurant. Having the nature of being profit-oriented; 

(2) Purpose. Social insurance is not to make profits for the purpose, its aim is to ensure the basic 
life of workers, maintain social stability, promote economic development. The fundamental 
purpose of commercial insurance is to obtain profits; 

(3) Source of funds. Social insurance is tripartite undertaked by the country, company units and 
individual. Commercial insurance is entirely borne by the insured individual; 

(4) Reimbursement levels. Firstly, social Insurance does not reimburse all medical expenses, 
but only reimburses the medical expenses for the prescribed diseases and prescribed 
medicines. Secondly, the social insurance only reimburses 50%-100% of the part which more 
than the minimum limit and below the maximum limit. While the insurance coverage of 
insurance of commercial medical treatment is broader, can pay all expenses that social 
insurance can't reimburse. 

In particular, it is necessary to mention that commercial insurance is divided into property 
insurance and personal insurance. Property insurance is to point to policy-holder according to 
contract agreement, deliver insurance premium to the underwriter, the insurer undertakes to 
compensate for the loss caused by natural disasters or accidents to the property insured and 
its related interests as agreed in the insurance contract. According to statistics in property 
insurance 70% above is car insurance, this basically is the consequence that the appearance of 
the car and popularity place cause. The kind that property insurance contains is numerous, 
besides car insurance outside, home property insurance, company property insurance covers 
among them. Life insurance is the subject matter of life or body insurance. When the life or body 
of insurant encounters insurance accident, or when insurance expires, according to the 
regulation of insurance contract, the insurance form that pays insurance benefits to the insured 
or beneficiary by the underwriter. Personal insurance includes life insurance, injury insurance, 
health insurance. In property insurance, what the underwriter assumes is the indemnity 
responsibility of insurance mark loss, and in person insurance, what the underwriter assumes 
is to give pay responsibility, do not ask whether and how much. Accordingly, person insurance 
is norm insurance normally. 

The coverage of social insurance mainly consists of five parts, namely, medical insurance, work-
related injury insurance, unemployment insurance, maternity insurance and endowment 
insurance. Although COVID-19 has affected all aspects of the whole society, medical insurance 
is the first to bear the brunt, therefore, our research on social insurance in this paper focuses 
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on the medical insurance. Although it is undeniable that there are some significant influences 
in other aspects, we will not discuss them in detail in this paper. 

At present, China's insurance market is still immature. 

First, the insurance market structure is not perfect, and the reinsurance market development 
lags behind. 

Second, at present, the competition in China's insurance market is still in the stage of 
transformation from "premium war" to "insurance war" and "service war". 

Thirdly, many customers have insufficient understanding of insurance liability and lack of legal 
awareness. There is kind of prejudice against insurance companies and insurance industry. 

In this article, we will analyze the impact of the COVID-19 on the insurance industry in China, 
discuss the possible development trend of the insurance industry after the COVID-19 outbreak, 
and provide development suggestions. 

2. Main discussion 

2.1. The effects of COVID-19 on Chinese insurance industry’s income. 

2.1.1. The income of social medical insurance has decreased a lot during the epidemic. 

Experiencing several phases of reforms, the development of China’s Social Medical Insurance 
(SMI) has entered the fast lane. The number of insured participants as well as the yearly income 
of SMI fund has both skyrocketed over the past two decades. According to the data from 
Ministry of Human Recourses and Social Security of the People’s Republic of China, in 2000, 
there were only 43.32 million people participating in SMI, and the yearly income of SMI fund 
was merely 17 billion RMB. However, due to the central government’s continuous reforms on 
SMI which aimed to enlarge the covering scope of SMI, both SMI’s participants and income 
increased tremendously. At the end of 2019, the annual income of SMI fund reached 2333.5 
billion RMB. In addition, nearly 1.36 billion people participated in SMI, which meant that the 
coverage rate of SMI broadened to 95%. There is no doubt that this data will continue to 
increase in the future with the help of central government’s supportive polices. 

 
Figure 1: SMI’s Income and Number of participants over Years 

Source: Ministry of Human Recourses and Social Security of the People’s Republic of China 
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However, the advent of COVID-19 brought serious impacts on Chinese insurance industry’ 
income, including SMI. Based on the data from National Healthcare Security Administrative, 
compared with the same period (January to May) in 2019, the income of SMI decreased by 
6.82%, which equaled nearly 62.7 billion RMB. As the two components of SMI, the income of 
Basic Medical Insurance for Urban Employees (BMIUE) and Basic Medical Insurance for Urban 
and Rural Residents (BMIURR) respectively dropped by 6.86% and 6.77%.  

In fact, employers and their employees' deteriorating economic situations were the core causes 
for the reduction in SMI’s income during the epidemic. Because of coronavirus’ strong 
infectiousness, the central government employed a strict quarantine policy to contain the 
spread of this disease. As a result, nearly all social and economic activities went into stagnation, 
which brought enormous pressure on the liquidity of many business units, especially private 
small and medium enterprise. In order to survive from this crisis, many companies chose to 
largely reduce their employees’ salaries or simply cut down the staff. According to iiMedia 
Research (2020), over 46.6% of interviewees indicated that their wages had been cut, and 
nearly half of them stated that the degree of reduction was about 20% [1]. Actually, the 
insurance premium of BMIUE is paid by employees and their employers together (the employer 
pays 2% of his or her salary, and the company pays 7.5% of the sum of its all employees’ wages). 
In other words, such a large decrease in employees’ salaries directly caused downtrend in the 
income of BMIUE.  Additionally, National Bureau of Statistics showed that the unemployment 
rate was 6% in April, which was 1% higher than the same period in last year. The increase in 
the unemployment rate led the number of BMIUE’s insured participants to decreased from 
329.25 million to 329.09 million, which contributed to the cutback in BMIUE’s income as well. 
Moreover, in February, National Healthcare Security Administration announced that so as to 
relieve the financial crisis which was faced by many enterprises, each company’s premium of 
BMIUE would be reduced by half in the next five months, which meant that the yearly income 
of BMIUE might directly decline by approximately 150 billion RMB [2].  

Staffing and salary reductions affected the income of BMIURR as well, although in a slightly 
different way. As we may have known, different from BMIUE’s targeted consumers of 
employees and its mandatory attribute, BMIURR’s insured participants were mainly voluntary 
unemployed citizens, elders, students, and children who barely had their own incomes. That is 
to say, the insured status of this group of people largely depended on the economic situation of 
their other family members who had incomes. During the epidemic, due to their contracted 
budgets, many families became much more frugal, especially optional consumptions. 
Considering the payment of BMIURR could be delayed for up to 3 months without affecting 
insured status, some families chose to temporarily suspend paying BMIURR for their family 
members, which accounted for the slump in the number of insured participants from 1025.01 
million to 1007.83 million as well as the overall income of BMIURR. In a word, the deterioration 
of every company and family’s economic status caused by COVID-19 led the income of BMIUE 
and BMIURR to contract. 

2.1.2. The growth rate of commercial insurance’s income has dropped as well during 
the epidemic. 

According to financial reports of China’s five major publicly listed commercial insurance 
companies, the income of three of them increased and two of them decreased in the first two 
months of 2020. The overall income of these five major insurance companies was 671.97 billion 
RMB in January and February 2020, which occupied nearly 60% of market share (commercial 
insurance industry’s income was 1176.8 billion RMB in the first two months of 2020). 
Compared with the same period in 2019, the growth rate of income was nearly 4.3%. The 
results seemed to show that COVID-19 did not cause most commercial insurance companies’ 
incomes to decrease. However, when we took a close look at the data, we find that the rise in 
those insurance companies’ incomes could be largely explained by the large sales revenue in 
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January, which was before the nationwide spread of the virus in February. More specifically, 
these five major insurance companies’ overall income in February was merely 143.54 billion 
RMB, a decrease of 72.8% on a month-on-month basis. More generally, according to China 
Banking and Insurance Regulatory Commission (CBIRC), the whole commercial insurance 
industry’s income in February was 268.8 billion RMB, which diminished by nearly 30% on a 
month-on-month basis: incomes of personal and property insurance industries respectively 
declined by 27.2% and 42.2%. 

 

Table 1: The Performance of China’s Five Major Publicly Listed Commercial Insurance 
Companies in February 

Company Name 
Income in February 

(billion RMB) 
Income on a Month-

on-Month Basis 
China Personal Insurance Company Limited 345 -82.17% 

China Taiping Insurance Holdings 213.06 -69.4% 
New China Personal Insurance Company Limited 88.55 -71.2% 

People’s Insurance Company of China 323.04 -64.8% 
Ping An Property & Casualty Insurance Company of China 465.74 -67.4% 

Source: each company’s monthly financial report. 

 

Although growth rates of personal and property insurance industries’ revenues both slumped 
in February, COVID-19 affected these two sorts of insurance industries in dissimilar manners. 
For personal insurance companies, the quarantine policy’s limit on their agents’ offline sales 
activities and the decline in customers’ demand for personal insurance products directly led 
their income to decrease when COVID-19 largely broke out. On February 3rd, CBIRC published 
a notice which explicitly banned insurance professionals from visiting their clients or holding 
gatherings such as training events in order to reduce the spread of virus [3]. In other words, 
during the epidemic, all personal insurance companies and their agents’ in-person sales 
activities had to suspend. However, agents’ offline sales activities, which mainly included face-
to-face selling and return visit, were nearly all of personal insurance companies’ most crucial 
sales channel. For instance, according to their own financial reports, revenues from agents’ 
sales channel were respectively 76.99% and 91.8% of China Taiping Insurance Holdings and 
China Personal Insurance Company Limited’s incomes in 2019 [4][5]. Thus, there was no doubt 
that prohibiting agents from offline sales activities left a huge negative impact on personal 
insurance companies’ economic performance.  

In addition, customers’ demand for personal insurance products, especially life insurance 
products, also dropped during the epidemic, and this was another factor which led growth rates 
of most personal insurance companies’ revenues to stagnate. In 2019, life insurance revenue 
accounted for nearly 76.8% of personal insurance companies’ total income (CBIRC, 2020). As 
Zhong An Fintech Research Institute (2020) stated in its report COVID-19’s Effects on China’s 
Insurance Industry, life insurance was not the rigid-demand product, and thus people were 
much more willing to buy life insurance in the circumstance when their incomes were relatively 
abundant and the purchasing process was relatively convenient [6]. However, as we have 
mentioned, many families encountered a contracted budget due to the cutback in their salaries 
during COVID-19. This reality directly caused those customers to terminate or temporarily 
postpone purchasing life insurance products. To be more specific, the life insurance income was 
only 151.7 billion RMB in February, which respectively decreased by 77.3% on a month-on-
month and 31.1% on a year-on-year basis. Consequently, there was no doubt that the slump in 
life insurance revenue due to the decrease in demand also contributed a lot to the reduction in 
personal insurance companies’ overall income. 
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Different from personal insurance companies, COVID-19’s impact on other industries, such as 
automobiles, was the main factor which led the growth rate of property insurance companies 
to retrench. During epidemic, the automotive industry suffered a huge loss: from the supply 
side, automobile factories’ production activities had no choice but to be suspended or deferred; 
from the demand side, because of the restraint on dealers’ offline sales activities and decrease 
in consumers’ demand for non-essential goods, the overall sales amount of new cars slumped. 
In January and February, the amounts of production and sales of new automobiles were 
respectively 2.05 and 2.24 million, which decreased by 45.8% and 42% comparing with the 
same period in 2019. More specifically, the production and sales amount were individually 
0.285 and 0.31 million in February, which both diminished by nearly 83.9% on a month-on-
month basis.  

In fact, car insurance was the largest part of their business. In 2019, the revenue of car 
insurance was 818.8 billion RMB, which was nearly 62.91% of the whole income of property 
insurance industry. Based on the analysis above, we can easily infer that the downturn in the 
auto industry during COVID-19 would leave an immediate impact on the growth rate of 
property insurance companies’ income. In addition to the reduction in new cars’ sales amount, 
the decrease in operating commercial transportation also negatively affected the income of 
automobile insurance and property insurance industry.  Due to the central government’s 
quarantine policies which largely limited people’s travel, the demand for public transportation, 
such as long-distance coaches and taxis, contracted significantly. Considering the expenses of 
existing car insurances might have an effect on their own cash flow, many commercial 
transportation companies had already applied for temporarily laying off service and thus 
extending the duration of automotive insurance, which would certainly led the revenue of car 
insurance to decrease in the short term [6]. Indeed, CBIRC’s data showed that in February, car 
insurance income was only 36.7 billion RMB, which respectively decreased by 43.18% and 18.4% 
on a month-on-month and year-on-year basis.  

2.1.3. The income of social medical insurance will rebound in the long term. 

With the help of the central government and Chinese people’s effort, the spread of virus had 
been largely contained, and the epidemic situation improved. On April 8th, China lifted the 
lockdown of Wuhan, Hubei province, which officially marked the initial end of the epidemic. As 
life return to a normal status, China’s social and economic activities start to resume as well. In 
the second quarter of 2020, GDP reached 25011 billion RMB, which respectively increased by 
3.2% and 21.1% on a year-on-year and month-on-month basis. According to People’s Daily 
(2020), until April 15th, 99% of national enterprises and 92% of private small and medium 
enterprises had already resumed production [7]. There was no doubt that the revival of the 
whole nation and its enterprises’ production and economic activities directly caused the 
employment rate and wage level to increase. As National Bureau of Statistics showed, the 
unemployment ratio was 5.7% in June, which was respectively 0.2% and 0.3 % lower than 
May’s and April’s unemployment rates. Moreover, the real wage earnings per capita reached 
9010 RMB in the second quarter of 2020, which was 1.3% higher than the data in the first 
quarter.  

As we have concluded in the Section 1.1, the employment rate and employees’ salaries were the 
two main factors that impacted the income of SMI. More specifically, the rise in employment 
rate meant more people would participate in BMIUE, and the increase in wage levels indicated 
that BMIUE’s insurance premium which companies and individuals needed to pay would also 
enhance. Indeed, the latest data from National Healthcare Security Administration 
demonstrated that the number of BMIUE’s participants increased from 325.63 million in the 
first quarter to 331.32 million in the second quarter. Consequently, the overall income of BMIUE 
also increased from 308.17 billion RMB to 648.68 billion RMB, an increase of 1.1% on a quarter-
on-quarter basis.  
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Besides BMIUE, the recent increase in employment rate and wage levels also contributed to the 
surge in BMIURR’s insured participants and revenue after COVID-19. The number of BMIURR’s 
participants grew from 998.7 million in the first quarter to the 1012.1 million in the second 
quarter. The main reason behind this phenomenon was that as the employment rate and 
salaries rose, most families’ strict budgets had been largely relieved. This change meant that 
more families would have enough disposable income to lead their family members who did not 
own any source of income to be insured by BMIURR. Consequently, the revenue of BMIURR 
enlarged from the first quarter’s 262.1 billion RMB to 474.6 billion RMB, which expanded by 
approximately 81.1% on a quarter-on-quarter basis. Moreover, on June 17th, the central 
government published a notice Regarding Guaranteeing the Indemnification Work of Basic 
Medical Insurance for Urban and Rural Residents in 2020. In this notice, the central government 
stipulated that since the beginning of July, governmental subsidies and personal payments for 
BMIURR would both increase by 30 RMB [9]. There was no doubt that this administrative action 
would further increase BMIURR’s overall income. 

Based on analysis, we were confident that under the effect of China and its various enterprises’ 
revival and governmental policies’ strong support, the income of China’s social medical 
insurance will gradually recover and keep growing in the long term. 

2.1.4. The income of commercial insurance will also rebound in the long term. 

Every time a large-scale epidemic broke out, people’s awareness of health would largely 
increase, and the direct evidence was a tremendous increase in consuming commercial health 
insurance products during and even after the epidemic. The change in commercial health 
insurance sales income around the period of SARS (Severe Acute Respiratory Syndrome, 
another widespread infectious disease that China experienced in 2003) might serve as a good 
example. SARS widely broke out in the early January in 2003, and month-on-month growth 
rates of commercial health insurance sales income from January to April were respectively 
84.73%, 96.33%, 103.32%, and 126.09% [9]. Even after the central government’s 
announcement on reliving quarantine policies in May, month-on-month growth rates were still 
over 100% until August. In fact, commercial health insurance income was only 12.2 billion RMB 
in 2002. However, as people’s consciousness of health rose due to SARS, the industry of 
commercial health insurance entered a period of unprecedently rapid development. The 
commercial health insurance’s yearly revenue reached 24.19 billion RMB in 2003, and the 
annual average growth rate over the next several years was nearly 1.76% (see Figure 2).  

 

 
Figure 2: The Yearly Income of Commercial Health Insurance from 2003 to 2019 

Source: China Banking and Insurance Regulatory Commission. 
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Similarly, as another public health crisis which was much more serious than SARS, COVID-19’s 
outbreak would certainly escalate people’s awareness of health again. Indeed, according to 
Figure 3, we could easily discern that there was a relatively large increase in monthly revenue 
during the period of COVID-19 when comparing to monthly income in the first half of 2019. To 
be more specific, the income of commercial health insurance were respectively 2641 and 2119 
billion RMB in the first and second quarter, which individually grew by 21.6% and 17.5% when 
we compared with the incomes of the first and second quarter in 2019.  

 

 
Figure 3: Monthly Revenue of Commercial Health Insurance in 2019 and 2020 (billion RMB) 

Source: China Banking and Insurance Regulatory Commission. 

 

Although there appeared to be a trend that the growth rate of commercial health insurance 
started to gradually become steady once the epidemic was under control, we still firmly 
believed that COVID-19 would be effective in helping people maintain or improve their 
consciousness of health for a long period. The evidence which supported our assumption could 
be found in the research 18 Findings on Chinese Demand for Insurance after COVID-19. This was 
a data-science research that Fudan University’s scholars concluded 18 traits regarding COVID-
19’s effects on Chinese insurance consumers based on the data from Wesure (Tencent’s online 
insurance agency, which had a cumulative usage amount of 0.17 billion). One of 18 findings in 
this report was that as the two districts which were the severest epicenters of SARS and 
therefore had the most profound impression on the epidemic, Beijing and Guangdong 
province’s consumers also contributed to the largest volume of commercial health insurance 
orders during COVID-19 [10]. That is to say, the epidemic would generate a long-term increase 
in people’s awareness of health and thus was beneficial to generating the continuing demand 
for commercial health insurance. Considering COVID-19’s uncommonly large-scale spread and 
influence, we believed that the consciousness of and demand for consuming health insurance 
products would escalate. If commercial insurance companies could make use of this 
opportunity by developing health insurance products which corresponded with people’s real 
need, then there was no doubt that the health insurance revenue and the whole commercial 
insurance industry would maintain growth over the long term. 

In addition to the development of national awareness of health, the recovery of China’s social 
and economic activities after COVID-19 also contributed to the revival of commercial insurance 
income in the long term. For instance, as the growth rates of national GDP and personal salaries 
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specifically, automobile insurance’s first-quarter income was only 193.9 billion RMB. However, 
the second quarter’s revenue skyrocketed to 214.3 billion RMB, which respectively increased 
by 10.52% and 10.19% on a month-on-month and year-on-year basis. Based on this analysis, 
we could infer that as China and its people sustained a stable economic recovery from COVID-
19, the growth rates of other sorts of insurance, such as life and casualty insurance, would 
return to normal as well in the long period. 

 
Fugure 4: Monthly Sales Amount of Automobiles in 2019 and 2020 

Source: Ministry of Industry and Information Technology of the People’s Republic of China. 
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year-old, customers who bought insurance products online increased tremendously during the 
period of COVID-19 [10]. In a word, the powerful online sales channel would lead commercial 
insurance companies to comprehensively and deeply open up the unexploited market in China. 

Based on the analysis above, we could rationally draw an assumption that with the help of 
China’s stable economic recovery, Chinese people’s long-term awareness of health, and 
prosperous advancement of online sales channel, the huge development potential behind 
China’s insurance market would be exposed. Consequently, the income of the commercial 
insurance industry would not only rebound, but also overwhelmingly boost in the future.  

2.2. The effects of COVID-19 on Chinese insurance industry’s expenditure. 

During the epidemic, many accidents have happened, which greatly changed the expenditures 
of many insurance companies. In the next part of the passage, we will talk about the changes of 
insurance industry’s expenditure, which will be divided into three parts. The first part will focus 
on the Social Medical Insurance (SMI), in which we argue that the expenditures will greatly 
increase due to the treatment fee of the COVID-19. In the second and third parts, we will focus 
on the expenditures of commercial insurance companies, in which we will explain why it will 
not increase a lot or may even decrease. But it still has a risk of high compensation because of 
the lawsuit in business interruption and director and officers’ insurance. 

2.2.1. Social insurance expenditures have greatly increased during the epidemic. 

According to the data published on the website of National Healthcare Security Administration, 
the expenditure of social insurance fund in the first season of 2019 is 401.538 billion yuan, 
while in 2020, it is 413.511 billion yuan, which increased 11.973 billion yuan, about 2.8%. [8] 
Although it is not a high percentage, considering that the population growth rate of China in 
2019 is only 0.36%[12], and the SMI is only a part of the total Social Insurance, the increasing 
rate is pretty huge. Reviewing the news and major events of the last quarter, we think that this 
is mainly caused by two factors. 

Firstly, The BUREAU of Health Insurance stated that COVID-19 patients could be fully 
reimbursed for treatment through their health insurance. It was said that for the medical 
expenses incurred by patients with pneumonia confirmed to be infected by the COVID-19, after 
basic medical insurance, critical illness insurance, medical assistance were paid in accordance 
with regulations, the personal burden would be subsidized by the finance, or to say, 
government. Thus, comprehensive protection would be implemented. [8] Although we still do 
not know the exact fee of the epidemic per person, but compared to the treatment fee of SARS, 
we can see that doctors will use different treatment solutions, medicines and equipment based 
on the different situations of the patients. As recorded, the treatment fee of one patient can 
range from several to hundreds of thousand yuan. [13] According to the number of patients 
announced, which is about 90,666, [14] we can roughly estimate that the treatment fee of 
COVID-19 patient would be over 100 million yuan.  

Secondly, it is also announced that many medicines and medical services were included in the 
compensation list during the epidemic. [8] Therefore, not only medicine fee, but also the service 
fee was paid by the social insurance fund. As a result, besides the amount of money they have 
paid so far, we also need to consider the money we need in the future. Because there is still no 
verdict whether the COVID-19 will left severe sequelae or not. However, those healers still need 
regular review and psychological counseling in the future. So even the epidemic is end, there is 
still a risk of high expenditure of social insurance fund in the future. 

2.2.2. The expenditures of commercial insurance did not increase or may even 
decreased. 

However, the expenditures of commercial insurance did not increase or may even decrease 
effected by the epidemic. With the spreading of the COVID-19, the total risk commercial 
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insurance company meets is increasing, which might exert some bad influence on those 
companies but the influence is still limited. Newly increased expenditure on epidemic 
prevention materials accounted for a relatively low proportion, so it would not change the total 
cost of the companies a lot. Moreover, many companies stopped offline business and switched 
to online office, which also helped to decrease the operating expenditure. 

Firstly, for the expenditure of running a company, the daily fee like wage and stuff cost did not 
change a lot. Because they did not change the way they operate their company and influenced 
by the epidemic, they even reduced the number of faculties and the equipment they used in 
their daily work. Moreover, because of the policy, all the insurance companies stopped to train 
new sellers, which also helped to reduce the daily cost. From the table below, we can see that 
for five of the biggest property insurance company, the operating cost even decreased about 
65% compared to the last season of 2019, which is very amazing. 

 

Table 2: The operating cost of five of the biggest property insurance companies. 

company name++ 
operating cost 2020 

season 1/RMB 
operating cost 2019 

season 4/RMB 
decreasing/RMB 

decreasi
ng rate 

PingAn 39,820,000,000.0000 123,486,000,000.0000 83,666,000,000.0000 67.75% 
PICC 21,656,000,000.0000 62,140,000,000.0000 40,484,000,000.0000 65.15% 

New China Life 
Insurance Co.,Ltd 

2,730,000,000.0000 8,949,000,000.0000 6,219,000,000.0000 69.49% 

China Pacific 
Insurance 

(Group) Co., Ltd. 
11,398,000,000.0000 32,067,000,000.0000 20,669,000,000.0000 64.46% 

China Life 9,654,000,000.0000 26,506,000,000.0000 16,852,000,000.0000 63.58% 

Source: Wind database. 

 

Furthermore, as is mentioned above, the car insurance is the largest part of their business. 
During the epidemic, many provinces announced that all the taxis and website renting cars 
were forbidden to appear on the road and people were not allowed to get together to have 
parties or meetings. All these policies dramatically decreased the amounts of cars people used 
during the epidemic. According to the news, in the first week of resumption of work, the average 
number of daily passengers was around 700,000, which was only about 10% of the same period 
of last year. [15] As a result, there were less car accidents during this period of time, which 
means that the car insurance can save the compensation money of them. From the website of 
China Banking and Insurance Regulatory Commission, the indemnity expenditure of car 
insurance is 19982.44 billion yuan per month in 2019, while in the March, 2020, it is 6618.3 
billion yuan. The indemnity expenditure of car insurance decreased about 66.8%. [3] 

On the contrary, it is also reasonable and predictable that after the epidemic, there will be a 
huge amount people go outside because they have been locked in their houses for nearly half 
of the year, especially for those who live in an apartment in the big city. With more cars on the 
road, it would be possible that there will be more accidents in the future. In addition, when 
people go back to drive car on the road, they have not been driving car for a long time so that it 
would be much easier for them to make traffic accidents. Therefore, in the near future, the 
property insurance company might encounter with a high stress of compensation rate on car 
insurance. 

Secondly, due to the policies I said above, most of the payment of health insurance is covered 
by the government, so there is not much stress for the commercial insurance company. 
Meanwhile, for critical illness insurances, at first, the COVID-19 was not included in the 
compensation list of that insurance policy, so the insurance companies do not need to spend 
money because of COVID-19 on this insurance. Although some companies invented several new 
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kinds of insurance policies which include the COVID-19, but the new policies have been 
carefully calculated, which is to say that the insurance companies have already balanced the 
compensation risk. And the new policies have the rest time, during which the earlier patients 
cannot get paid from them. In addition, the critical illness insurance has a strict limitation on 
the age of policyholders, so that most of the policyholders of this kind of insurance are middle-
aged, which only share small proportion in the death people of COVID-19 patients. 

During the epidemic, many insurance companies provided free insurance for medical persons, 
which may also increase their expenditures. But in fact, the free insurances have a number of 
limitation and most of them is passive payment, which means that when the accident happens, 
the legal beneficiary needs to proactively file a claim with the insurance company. In practice, 
because of little information and unfamiliarity with the insurance policies, many beneficiaries 
did not ask for the compensation. So, this actually did not have much influence on the 
expenditures of commercial insurance company. In a nutshell, we conclude that the 
expenditure of commercial insurance did not have much stress during the epidemic. 

2.2.3. There is a risk of lawsuit in business interruption and director and officers’ 
insurance. 

Affected by the COVID-19, the economic situation of China was pretty severe, during which 
countless of companies went into bankrupt. According to the data of Tianyancha, a big data 
organization in China, during the first season of 2020, nearly 500 thousand companies closed 
down. For most of them, they have bought the business interruption insurance which was 
supposed to give them compensation when their companies get into trouble. However, when 
they bought this insurance, the COVID-19 was not include in the compensation list, which 
means they cannot get the money for sure. Therefore, those companies will try their best to get 
the money from the insurance companies through many ways like lawsuit. Even if eventually 
the insurance company can win the lawsuit to reduce the compensation, they will still need to 
pay a large amount of money on the lawyer fee or other payment through the lawsuit. 
Meanwhile, this will be harmful to their reputation which is also an invisible expenditure for 
the insurance companies. 

Based on the three arguments I mentioned above, we can get to a conclusion that the 
expenditures of car insurance and health insurance would not increase or may even decrease, 
but there still is risk of a burst in traffic accident volume and lawsuit. This is also shown by the 
data. 

Table 3: The compensation cost of some commercial insurance companies. 

company name 
compensation 
expenses 2020 
season 1/RMB 

average compensation 
expenses of the first three 

seasons of 2019/RMB 
increasing/RMB 

increasing 
rate 

PingAn 52470000000.00 54979666666.67 (2509666666.67) -4.56% 
PICC 59062000000.00 69151333333.33 (10089333333.33) -14.59% 

New China Life 
Insurance Co.,Ltd 

17295000000.00 16175666666.67 1119333333.33 6.92% 

China Pacific 
Insurance (Group) 

Co., Ltd. 
31530000000.00 31966000000.00 (436000000.00) -1.36% 

China Life 35530000000.00 33191666666.67 2338333333.33 7.04% 

Source: Wind database. 

 

Therefore, in short term, the commercial insurance companies do not need to worry about their 
expenditures, but in long term, it would be better for them to prepare for the coming risk. 
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2.3. The effects of COVID-19 on Chinese insurance industry’s investment 
income. 

From the first part of our passage, we know that the Chinese insurance industry is divided into 
two parts, social insurance and commercial insurance. These two types of insurances have great 
difference in investment income. Therefore, in this part, we will firstly talk about the 
investment income of social insurance and how it is affected by the COVID-19. It basically did 
not change a lot but will be affected by the currency inflation. Then, we will talk about the 
investment income of commercial insurance, which tend to be more complicated and related to 
the whole Chinese economic environment. Moreover, as a commercial company, the 
government would not be the backup of the commercial insurance companies so that they need 
to be more careful and making more money at the same time, in order to satisfy the 
shareholders. 

2.3.1. The investment income of social insurance may be affected by the currency 
inflation during the epidemic. 

According to the article on social insurance, most of the investment of social insurance fund are 
deposit and national debt. This is reasonable because as a fund which support a national policy, 
it needs to be stable and less risky. It does not need to be highly rewarding because nearly all 
the citizens in China are forced or obliged to pay for it so that it has a great amount of foundation 
which can help to balance the compensation risk. It is true that the investments of social 
insurance are stable, which even do not have much decreasing during the epidemic. However, 
they all have low interest rate. However, we can see from the table below that in 2003 and 2004, 
which is the year of SARS, there is a high inflation rate compared to the year around. 
Considering the financial situation of China in 2019 and 2020, although now the inflation rate 
is stable and the government is much better and good at controlling China’s economic 
environment, it would be pretty possible that there will be an increase in inflation rate after the 
epidemic. [16] 

 

 
Figure 5: The inflation rate of China. 

Source: https://www.haojingui.com/tonghuopengzhang/1395.html 

 

Therefore, the interest rate cannot hedge the inflation rate, which would make it harder for the 
social insurance fund to maintain their cash flow. But fortunately, the social insurance fund has 
lots of cash surplus during the past years, which is not a good phenomenon because those cash 
are just wasted. However, under this situation, this would be good news. 
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2.3.2. The investment amount and income of insurance companies have decreased. 

From the discussion above, we know that most companies had less income of new policy 
income, so that they only had a limited cashflow. As a result, they need to be less risk favor, 
which means they cannot choose those investment with high rewarding but high risk of lost at 
the same time for they cannot afford the consequence of lost all their money. This exerted great 
pressure on the managers of those companies. In fact, they are almost in a debt with the whole 
financial market.  

What’s worse is that the environment of investment market is not positive, too. The domestic 
economy’s backwater and turbulent stock market make it harder for insurance companies to 
get money from it. From the data we get from Wind database, we can see that for those big fund 
companies, their investment income all went down in the first season of 2020 compared to 
2019. It is also the same for insurance companies, it would be reasonable to predict that the 
investment income of commercial insurance companies will go down, too. 

In conclusion, the commercial insurance companies need to be more cautious on their 
investment under this serious economic situation. Therefore, they should be more careful about 
their cashflow in case there would be a risk of bankrupting. 

 

Table 4: The total income of some fund companies. 
company name total income 2019(ten thousand RMB) total income 2020(ten thousand RMB) 

Anxin Fund 
Management Co., Ltd. 304,078.34 245,712.66 

Bosera Fund 
Management Co., Ltd. 2,314,790.36 2,081,881.92 

Source: Wind database. 

3. Conclusion 

3.1. Covid-19 is driving change in the insurance industry 

3.1.1. Covid-19 helps insurance companies move customers to online sales channels 

During the COVID-19 epidemic, insurance companies increased online investment and built a 
more efficient and convenient service system by integrating online marketing resources. 

In the past, the online sales channels of insurance companies are mainly divided into self-
operation and third-party sales. The proprietary platform includes official website, official 
website application, official WeChat official account, official microblog and telephone sales. 
Third party platforms include all kinds of insurance intermediary network platforms and third 
party telephone sales. There are some competitive relations among many sales channels, which 
make many insurance products have considerable differences in product introduction, sales 
service, product price and so on, which brings many obstacles to customers' cognition of 
insurance products, affecting the online sales of insurance. 

The emergence of COVID-19 has brought a special opportunity for the integration and 
construction of online sales channels of insurance products. 

During the epidemic, the offline operation process of insurance was almost stopped due to 
limited staff movement, and customers could only purchase insurance through online sales 
channels, which prompted insurance companies to significantly increase their investment in 
online sales channels and integrate and unify existing online marketing resources to optimize 
the layout of online sales channels. The optimization of online sales layout will build a more 
efficient and convenient online service system for customers. And the integration of online 
marketing resources will largely resolve the problem that "different channels provide different 
services for the same product". A more complete online sales and online service system can 
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bring more friendly and assured insurance purchasing experience to customers, which will 
further release their online purchasing potential. 

In the long run, the improvement of online channels will promote insurance companies to 
explore "online + offline" interactive marketing channels after the epidemic, which can give full 
play to the technical advantages of online sales and retain the high quality of offline services. 

The important significance of applying a good online insurance system is that it can help to 
break information asymmetry, standardize some simple, basic, small and commonly used 
insurance. Online, simple and convenient, so that even ordinary customers can compare, choose 
and buy. Online insurance can also greatly improve operational efficiency, give a 
unprecedented speed in the design, development and sales of insurance products, reduce 
marginal marketing costs, and greatly improve the claim settlement efficiency at the back end 
of insurance which can reduce customers’ pressure. 

3.1.2. Covid-19 has promoted the scientific and technological development of the 
insurance industry 

The online integration of the whole insurance process is closely related to various innovative 
technologies widely applied in recent years, such as cloud computing, big data, artificial 
intelligence, block chain. On the product side, insurance companies are able to build more 
accurate pricing models and develop corresponding insurance products through the analysis 
of massive data; In addition, insurance companies can quickly identify insurance fraud and 
prevent potential losses through the application of big data and artificial intelligence 
technology; For customer service, through the application of online intelligent customer service 
and other tools, consumers can quickly obtain the required insurance product solutions, and 
carry out automatic insurance operations. As technologies such as 5G and the Internet of Things 
continue to develop and mature, more and more technologies will help insurance become 
smarter.  

During the COVID-19 outbreak, science and technology have provided unique guarantee value 
for the fight against COVID-19 through online consultation and information services. Insurance 
companies through the cloud connected with customers all the time. Through the rich content 
of insurance, insurance companies provide a series of protection and value-added services for 
customers' life, entertainment and travel during special periods, such as real-time epidemic 
map, information of people on the same route, COVID-19 self-test, etc., expanding the service 
boundary and value boundary of insurance. 

It is believed that in the post-COVID-19 era, science and technology will help the insurance 
industry create smarter and more intimate insurance services. 

3.1.3. Covid-19 has prompted insurance companies to improve their product 
innovation and service capabilities 

The emergence of COVID-19 has put forward a new test for the insurance industry. Facing new 
risk events, how to carry out innovative products and provide innovative services so that more 
people can get insurance protection is a proposition that the insurance industry needs to 
seriously consider after the epidemic. 

In recent years, kinds of new risk events happen from time to time. The occurrence of such 
events is often very sudden, and there is a lack of sufficient data to develop new products in a 
short period of time. How to provide customers with more perfect insurance products with 
better coverage will be a problem that insurance companies need to solve. 

What many insurance companies have done in this COVID-19 outbreak is worth to be 
considered. On the one hand, expand the coverage of insurance liability for customers by 
extending the liability for existing products; On the other hand, by reducing the deductible of 
insurance and shortening the waiting period, we can provide more protection for customers to 
deal with such emergencies. In the future, to deal with such problems, how to establish a more 
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long-term mechanism to provide the society with product protection including catastrophe 
insurance and reinsurance will be the field that the insurance industry needs to continue to 
explore. 

In terms of insurance object, in this outbreak, the mortality of the elderly people is much higher 
than other age groups, but the elderly exclusive insurance product is lack of effective supply, 
most products for the elderly is just on the basis of common products, loosen the restriction for 
the insured age and condition, and not in combination with the status of the community itself 
and risk characteristics. The children group, chronic disease group and single disease group are 
also facing this dilemma. 

Driven by the epidemic and supported by regulatory policies, the follow-up industry will 
accelerate product innovation for special groups through data collection and research aimed at 
the insurance needs of special groups and combine health management and medical care 
services to bring more comprehensive inclusive insurance coverage to more people. 

The outbreak of the epidemic has put forward a great test to the emergency response ability of 
insurance companies. Under the guidance of regulation, insurance company is the first time for 
both the insurance product range extended, and for epidemic provides shortened the waiting 
period, reduce or cancel the franchise lines open a green channel, and a series of measures, then 
also launched including in-kind donations, a series of measures such as online visits, help 
customers to spend the difficulties. The number of participants, the number of insurance 
products involved and the wide range of services provided are the most important in the 
industry. Through the test of this epidemic, the overall emergency response ability of insurance 
companies has been greatly improved, which provides more experience and reference for the 
subsequent handling of such public events and promotes insurance companies to participate in 
the emergency handling of major public events at a deeper level. 

After the outbreak, in addition to emergency response for special major events, the daily service 
capacity of insurance companies has also been set a new benchmark. 

Around how to provide customers a more comprehensive, more convenient services, claim the 
insurance products and services more quickly, the insurance company can combine their own 
characteristics, open a green channel of the normalized, green service, for the special groups 
provide a public security products, practicing financial pratt &whitney, give play to the role of 
good the stabilizer of social development, improve insurance service satisfaction of consumers. 
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