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BPF Response to Consultation Paper on the Key Legislative Proposals 

on Establishment of an Independent Insurance Authority 

 

BPF supports the concept of an Independent Insurance Authority and appreciates the 

opportunity to submit views on the proposals in the October Consultation Paper. 

 

We make no attempt to comment on the technicalities of the new powers of intermediary 

regulation, which are best left to the Industry to handle, but wish to focus on a general area 

of concern and the following four specific related issues:- 

• Industry Promotion 

• Financing of Regulation 

• Industry Representation 

• Duplication of Regulation 

 

We recognise that the new responsibilities of regulating intermediaries will necessitate the 

most legislative amendments and this is reflected in the fact that over three quarters of the 

Consultation Paper is devoted to these. Our general concern is the almost total emphasis on 

bureaucratic policing and on disciplinary issues to the exclusion of all else, the apparent 

abandonment of the better aspects of self discipline which have served well in the past and 

should be the bedrock of any regulatory regime and the absence of any attention to the 

positive duties of a regulator. 

 

Industry Promotion 

As a major insurance centre, Hong Kong has always been constrained by its relatively small 

domestic market. The key to its development must therefore lie in the internationalisation of 

its business model – as a regional centre – through its ability to trade beyond our border, 

particularly the Mainland – through leveraging the internationalisation of the Mainland 

insurance industry by our promotion as a Captive and Reinsurance centre. This cannot be 

achieved without active government and regulatory support. The Office of the Insurance 

Commissioner has played an important and creditable role in this regard and it is essential 

that this role be central to the new body. There is nothing in the proposed structure to 

indicate that this will be a priority and there is only a passing reference in the Executive 

Summary and the benefits of IIA in Chapter 1 of the Document to a regulatory infrastructure 

to facilitate stable development of the industry in the context of policyholder protection.  We 

submit that this is highly unsatisfactory and runs totally contrary to the stated aim of the 

current Administration to adopt a more proactive attitude to broadening the economy and 

industry promotion. 

 

We propose that one of the objectives of the IIA should be to enhance and strengthen the 

stratus of the Insurance Industry and that Industry Promotion both internationally and 

domestically should be one of its primary responsibilities for which purpose it should have a 

standing Industry Development Department and supporting Advisory Committee. Its remit 

should include helping consumers understand the benefits and risks of insurance. 
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Financing of Regulation 

We are strongly opposed to the concept of financing industry regulation through policy holder 

levies for four reasons. Firstly we believe regulation is a fundamental business expense 

which should be borne by the business directly, not by its customers, leaving the business 

and the market, not the regulator, to judge the degree to which costs are passed to the 

consumer. Secondly, it is a cost which insurers should have a direct interest in containing as 

with all business expenses. Thirdly, and most importantly, however small, it is a disincentive 

and barrier to the Hong Kong Insurance Industry success in bidding for international 

business against competitors with no such charge (as, for example, Captive Insurance). 

Finally, as experience elsewhere has shown, it creates an easy precedent for other charges 

to be imposed on policyholders and becomes a disincentive to purchasing insurance. 

 

Industry Representation 

We understand and accept the concept of independence of the Regulator from Government. 

It would seem however that this concept has been extended to independence from the 

industry and we question the wisdom of this approach. Insurance is a highly specialised 

business, generally not well understood by the layman and, as past experience with the IOC 

has shown, the effectiveness of both prudential and disciplinary regulation is dependent on 

an intimate knowledge of the business. Much progress has been made in recent years to 

enhance the professionalism and community responsibility of leading industry bodies and, 

particularly given limitations in appropriate talent in the industry, we believe that this should 

be engaged rather than held at arms’ length in the regulatory structure. It also seems to us 

illogical that whereas the main thrust of the new regulations is on intermediaries there is no 

provision for an Advisory Committee for Intermediaries, a large proportion of whom are 

neither solely life or general practitioners.  Giving the Advisory Committees specific areas on 

which the Board should be required to consult them and on which they have the right to 

make submissions to the Board, and giving them the power to nominate a Board 

representative for the Chief Executive’s approval would be one way to address this issue. 

 

On the issue of the size of the Board, we recommend that it would be more appropriate to 

mandate a maximum of 12 rather a minimum of 6 as proposed. Without an upper limit there 

is a danger of the Board becoming unwieldy and less effective.  

 

Duplication of Regulation 

Overlapping responsibilities of Regulators and the confusion, cost and administrative burden 

this places on businesses is a continuing concern. Whilst we understand the politics of the 

issue, we see no logical reason why Bank employed intermediaries should be treated any 

differently or be subject to different method of regulation to any other intermediary. We do not 

therefore support the very complex and potentially controversial dual regulatory procedures 

proposed in the Paper. In particular we oppose the delegation of the power of suspension by 

the IIA. 

 

We hope that these areas of concern will be given serious consideration in taking this matter 

forward.   


