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ABSTRACT

This independent study focuses on the evolution of consumer behavior in
purchasing life insurance in Shanghai, the People’s Republic of China. Several
important parts of China’s economic environment, social security reform and Chinese
consumer behavior in buying life insurance are presented for a better understanding of
the background of consumer behavior in purchasing life insurance. This independent
study is qualitative. The opinions of managers of four life insurance companies in
Shanghai, a senior economist of China Insurance Regulatory Commmission, Shanghai
Office, and the publishéd data are the major data sources for the analysis.

The life insurance business in China can be divided into 3 stages: the
underdevelopment stage (before 1978), the monopoly stage (1978-1987), and the

development stage (1988-present). The differences of consumer behavior in each



viii
stage are explained by the stimulus-response model, Maslow’s theory and general
equilibrium model. The study found that the changes of China’s economic system and
its social security reform had the most influence on the development of China’s life
insurance business. During the development of life insurance business, the foreign
insurers had a very important role in driving the local insurance business to be more
competitive and international.

The major buying reasons of the primary target customers, which are
middle-level income, are monetary return, disease-prevention benefits, pension return,
risk-prevention benefits, friends’ recommendation and child benefits. Among those
buying reasons, friends’ recommendation and child benefits were the top two reasons
during the beginning of the development stage. The monetary return and disease-
prevention benefits are the top two reasons in the present time.

The study proposes that targeting a specific group of customers and
differentiating marketing strategies are two major business strategies for the life
insurers. This study also points out that WTO membership of the People’s Republic of
China have a deepen impact to Shanghai, and the life insurance market will have
more opportunities while there is strong competition between domestic and foreign
life insurance companies. Small companies may need to merge with others to be able
to compete in the insurance market, while big companies may want to build their own
brand, service identity, or rely on joint venture strategies for their future business

expansion.



