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I. INTRODUCTION  

1. The knowledge and support technical assistance (TA) will support Neijiang, a city in 
Sichuan Province in the People’s Republic of China (PRC), in improving social governance by 
strengthening liability insurance policy. The proposed TA will provide comprehensive analysis and 
specific policy recommendations for Neijiang to enlarge the role of liability insurance in mitigating 
socioeconomic risks, including that of social unrest. 
  
2. The Government of the PRC requested the Asian Development Bank (ADB) to provide TA 
to support Neijiang in developing innovative liability insurance products and using these new 
products to improve social governance and harmony. The TA will aim to replicate Neijiang’s 
experience in other cities in the PRC. The TA is included in ADB’s country operations business 
plan, 2017–2019 for the PRC.1 

II. ISSUES 

3. Neijiang is a city in Sichuan, located in the southwest PRC, with a territory of 5,385 square 
kilometers and 4.2 million inhabitants. Neijiang’s economy is dominated by agriculture and 
traditional manufacturing (e.g., machinery and steel), with a relatively small service sector. In 2016, 
its per capita gross domestic product was CNY34,667, well below the provincial average of 
CNY39,695 and the national average of CNY53,980.2  
 
4. The vast territory, large population, and less-developed economy challenge Neijiang’s 
social governance system. In 2016, there were 3,768 civil liability lawsuits filed in Neijiang, 
including for health damages from polluted air, water, or soil; unsuccessful medical treatments; 
and property (including land) infringements. Since many people tend to resort to violence to 
defend their interests instead of using peaceful, legal procedures, many other social 
confrontations were resolved or left unresolved outside normal legal channels. Unresolved cases 
could become a new source for confrontations. Correctly handling such confrontations, 
particularly those involving illegal actions and/or vulnerable people, has become a key concern 
for the city government. 

 
5. The traditional social conflict resolution mechanism, which relied on national government 
to handle social confrontations and maintain social stability, was inherited from the central 
planning system and was used from the start of reform and opening-up in 1978 until 2013. 
Whenever there was a social confrontation, the national government was responsible to keep the 
situation under control and then help the stakeholders in finding an acceptable solution, including 
negotiating an agreement on financial compensation. This traditional social conflict resolution 
mechanism worked well in the planning era before 1978, when the government predominantly 
managed social affairs, and it still worked during the early stage of reforms, when the market 
started playing a role in socioeconomic development. However, in recent years, the government 
has discovered that stakeholders are more likely to over claim financial compensation and 
disagree about who bears the onus of liability. 

 
6. Social governance is a term that has frequently appeared in PRC policy documents since 
the Third Plenary Session of the 18th Central Committee of the Communist Party of the PRC 
adopted the Decisions on Major Issues Concerning Comprehensively Deepening Reforms in 
November 2013. The decisions were seen widely as a cornerstone policy document that set the 

                                                
1 ADB. 2017. Country Operations Business Plan: PRC, 2017–2019. Manila. The TA first appeared in the business 

opportunities section of ADB’s website on 7 August 2017. 
2  China Statistics Publishing House. 2017. Neijiang Statistics Yearbook 2017. Neijiang.  
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tone for future reforms. The decisions called for an innovative social governance arrangements, 
including (i) innovative ways of handling social affairs; (ii) all stakeholders, including government 
agencies, social corporations, nonprofit organizations, and individuals, playing a role in managing 
social affairs; (iii) an efficient and effective mechanism for preventing and resolving social disputes; 
and (iv) a sound and well-functioning social safety net.  
 
7. The Thirteenth Five-Year Plan, 2016–2020 reemphasizes the importance of  innovative 
social governance arrangements and sets out principles for strengthening and reforming the 
system. 3 The plan calls for establishing and strengthening, among other things, (i) an effective 
and efficient mechanism for expression, coordination, and protection of individual interests to 
solve or de-escalate conflicts; (ii) a social risk evaluation system for significant decision-making 
to minimize social impact; and (iii) an emergency management system to safeguard individual 
interests and sustainable development. 

 
8. Following the above-mentioned instructions for correctly handling social affairs or social 
conflicts through innovative social governance arrangements, Neijiang plans to expand liability 
insurance to help address social conflicts and public emergencies by improving the policy and 
regulatory environment. Specifically, Neijiang plans to develop innovative liability insurance 
products to mitigate the impact of social unrest or de-escalate conflicts in the areas of air and 
water pollution, soil contamination, land transactions, and goods and services with potentially high 
risk (e.g., pharmaceuticals and medical devices, asbestos, tobacco, recreational equipment, 
mechanical and electrical products, chemicals and pesticides, agricultural products and 
equipment, and food).     
 
9. Liability insurance is any insurance policy that protects individuals or businesses from the 
risk of being sued and held legally liable for something such as malpractice, injury, or negligence. 
Liability insurance policies cover both legal costs and any legal payouts for which the insured 
would be responsible if found legally liable. Intentional damage and contractual liabilities are 
typically not covered in these types of policies. They are designed to offer specific protection 
against third-party insurance claims. Payment is not typically made to the insured, but rather to 
someone suffering loss who is not a party to the insurance contract. When a claim is made, the 
insurance carrier has the duty (and right) to defend the insured. 
 
10. In many developed countries, liability insurance is a compulsory form of insurance that an 
individual or business is legally required to buy against the risk of being sued by third parties. The 
most common classes of mandatory insurance cover automobile drivers, those who offer 
professional services to the public, those who manufacture products that may be harmful, those 
who provide employment, and construction companies. Such laws were enacted to safeguard the 
public from the classes of insured who are deliberately engaging in activities that put others at 
risk of injury or loss. Public policy requires that such individuals carry insurance so that if their 
actions cause loss or damage to another, money will be available to pay compensation. However, 
compulsory insurance requirements are not always easy to enforce. 
 
11. The PRC is already the third largest commercial insurance market globally, 4  with 
premiums of CNY 3.1 trillion in 2016 and strong annual average growth of 13.5% since 20115. 
Growth has been driven by increasing risk awareness and regulatory changes. However, its 

                                                
3  Government of the People’s Republic of China. 2016. The Thirteenth Five-Year Plan for Economic and Social 

Development of the People’s Republic of China (2016-2020). Beijing. 
4  Swiss Re. 2017. World Insurance In 2016: The China Growth Engine Steams Ahead. Zurich. 
5  China Insurance Regulatory Commission. 2017. Insurance Statistics Report 2016.  Beijing. 

https://en.wikipedia.org/wiki/Insurance
https://en.wikipedia.org/wiki/Risk
https://en.wikipedia.org/wiki/Policy
https://en.wikipedia.org/wiki/Insured
https://en.wikipedia.org/wiki/Injury
https://en.wikipedia.org/wiki/Public_policy
https://en.wikipedia.org/wiki/Damages
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penetration rate of liability insurance remains low, with premiums accounting for only 0.05% of 
gross domestic product in 2016, compared to 0.50% in the United States and 0.16%–0.25% in 
continental Europe.6 Neijiang's liability penetration rate is 0.03% in 2016, well below the national 
average.7 
 
12. Expanding liability insurance to address social risks and public emergencies has become 
a top priority of The City Government of Neijiang. A review published in 2016 showed that low 
awareness and lack of conducive policy and institutional arrangements are the causes for the 
underdevelopment of liability insurance.8 The advancement of the legal system and the rising 
levels of compensation in the PRC has resulted in a more litigious legal environment. Today, the 
PRC government has limited resources but potentially has unlimited responsibilities for social 
governance. This mismatch of resources and responsibilities usually results in inadequate and 
delayed financial compensation to the vulnerable. The underpayment of compensation often 
leads to violence (and other extreme remedies) by the those affected, which makes the weak 
suffer even more. Furthermore, without an appropriate market mechanism like liability insurance, 
social governance could move back to the traditional conflict resolution mechanism, with very little 
public participation and high administrative costs. As an inland prefecture city, Neijiang faces all 
these national challenges and plans to pilot the reform of liability insurance system.   
 
13. The TA will assist Neijiang in constructing an overall pilot program of expanding liability 
insurance, designing special liability insurance products, and drafting action plan for increasing 
public awareness. Under the TA, the project team will conduct SWOT9 analysis and provide 
Neijiang with specific policy recommendations for improving policy and institutional arrangements 
conducive to the development of innovative liability insurance products. This will enable better 
management of the contingent liability of the city government for providing immediate 
compensation or relief to those affected. 
 
14. The TA project is in line with ADB’s country partnership strategy, 2016–2020 for the PRC 
and the Financial Sector Operational Plan.10 The TA project supports the government’s goal of 
balancing the role of the government, society, and the market to deliver inclusive and 
environmentally sustainable growth through the key objectives of increasing public participation 
and allowing the market mechanism to play a decisive role in resource allocation. The TA project 
may also generate useful findings for related work planned on environmental damage 
compensation. 
 

III. THE TECHNICAL ASSISTANCE 

A. Impact and Outcome 

15. The TA is aligned with the following impact: social governance improved (footnote 3). The 
TA contribute to an effective third-party liability insurance regime being expanded in Neijiang.11 
 

                                                
6  https://en.wikipedia.org/wiki/Liability_insurance 
7  Neijiang Municipal Bureau of Statistics. 2017. Statistical Bulletin on national economic and social development of 

Neijiang in 2016. Neijiang. 
8  The People’s Insurance Company of China. 2016. A Review on Medical Liability Insurance in Neijiang City. Neijiang. 
9  A SWOT analysis is a simple but useful framework for analyzing an organization's strengths and weaknesses, and 

the opportunities and threats that it faces. 
10 ADB. 2016. Transforming Partnership: People’s Republic of China and Asian Development Bank, 2016–2020. 

Manila; and ADB. 2011. Financial Sector Operational Plan. Manila. 
11 The preliminary design and monitoring framework is in Appendix 1. 
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B. Outputs, Methods, and Activities 

16. Output 1: A comprehensive report on strengthening liability insurance produced. 
The report comprises (i) a SWOT analysis, policy recommendations for improving policy and 
institutional arrangements conducive to the development of innovative liability insurance products, 
and an action plan for increasing awareness of liability insurance; (ii) a review of the ongoing 
medical liability insurance and its mediation arrangements, and policy recommendations for its 
further improvement; and (iii) specific recommendations for establishing a special liability 
insurance facility that incentivizes take-up of affordable liability insurance products for 
environmental protection, medical treatment, food safety, and safety of electric lifts, as requested 
by the city government. This will enable better management of the contingent liability of the city 
government for providing immediate compensation and/or relief to those affected. 
 
17. Output 2: Awareness of liability insurance among stakeholders enhanced. The TA 
project team will conduct surveys of stakeholders on their awareness of liability insurance and 
explore options for enhancing awareness. Through the TA, the TA project team will organize 
workshops and/or conferences to discuss opportunities and challenges faced by Neijiang in 
expanding liability insurance, the supply and demand of liability insurance products, the possible 
role of liability insurance in improving social governance, and the necessary improvements in 
institutional arrangements and the legal environment. The TA project team will disseminate its 
findings and recommendations to employers and residents of Neijiang and other cities in Sichuan 
Province. The outcomes of the TA can also guide reforms in other parts of the PRC. 
 
C. Cost and Financing 

18. The TA is estimated to cost $630,000 of which $530,000 will be financed on a grant basis 
by ADB’s Technical Assistance Special Fund (TASF-other sources). The key expenditure items 
are listed in Appendix 2. 
  
19. The City Government of Neijiang will provide counterpart support in the form of counterpart 
staff, office facilities, domestic transportation, relevant government data and studies for the TA 
consultants’ use, meeting rooms, and other in-kind contributions. The value of government 
contribution is estimated to account for 16% of the total TA cost. 
  
D. Implementation Arrangements 

20. ADB will administer the TA. ADB will select, supervise, and evaluate consultants, and work 
closely with the consultants to produce the envisioned outputs. The City Government of Neijiang 
will be the executing and implementing agency. The City Government of Neijiang will be 
responsible for (i) coordinating with Sichuan provincial government departments and other city 
government agencies for guidance on the studies and dissemination of outputs, (ii) carrying out 
day-to-day TA activities such as overseeing the TA consultants’ work and conducting domestic 
reviews of TA outputs, and (iii) supporting the TA project team to hold TA review workshops and 
organize a conference for output dissemination and knowledge sharing. 

 
Implementation Arrangements 

Aspects Arrangements 

Indicative implementation period 1 November 2017–30 September 2020 
Executing agency City Government of Neijiang 
Implementing agency City Government of Neijiang 
Consultantsa To be selected and engaged by ADB 

Firm QCBS; ICS  46 person-months $480,000 
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Aspects Arrangements 

Procurementb To be procured by the consulting firm  
 Shopping  1 contract $30,000 
Disbursement The TA resources will be disbursed following ADB's Technical Assistance 

Disbursement Handbook (2010, as amended from time to time). 
Asset turnover or disposal 
arrangement upon TA 
completion 

The equipment purchased will be turned over to the executing agency upon 
completion of TA activities. 

ADB = Asian Development Bank, ICS = individual consultant selection, QCBS = quality- and cost-based selection, TA 
= technical assistance. 
a  Lump sum payments and/or output-based contracts will be considered for consulting services under the TA in line 

with items 2.9.2 and 2.10.2 of ADB. 2014. Midterm Review of Strategy 2020: Action Plan. Manila.  
b  Procurement Plan (accessible from the list of linked documents in Appendix 3). 
Source: ADB. 
 

21. Consulting services. The TA will be implemented over 35 months, from 1 November 
2017 to 30 September 2020. A consulting firm will provide 43 person-months of national inputs. 
An individual international liability insurance specialist will be recruited for 3 person-months. The 
consultants will submit progress reports, which will be reviewed by ADB and the City Government 
of Neijiang. The consulting firm will be responsible for purchasing the office equipment financed 
by the TA. Resource persons may be invited to review the consultants’ outputs and share 
knowledge during workshops and conferences. 
 
22. ADB will engage consultants and TA financed goods shall be procured in accordance with 
ADB Procurement Policy (2017, as amended from time to time) and the associated Project 
Administration Instructions/TA Staff Instructions. The consulting firm will be engaged using the 
quality- and cost-based selection method with a quality–cost ratio of 90:10 by inviting simplified 
technical proposals. 12 In line with the action plan for the Midterm Review of Strategy 2020,13 lump 
sum payments and/or output-based contracts may be offered. The proceeds of the TA will be 
disbursed following ADB’s Technical Assistance Disbursement Handbook (2010, as amended 
from time to time). 
 
23. The TA results will be disseminated through project reports, workshops, and ADB and 
Neijiang media releases. A knowledge product will be developed and electronic copies will be 
disseminated by ADB, Neijiang, and Sichuan Provincial Finance Department. A conference with 
about 60 participants will be organized to disseminate the TA outputs and will serve as a 
knowledge sharing event. The target participants will include government officials from Neijiang 
government agencies, the Sichuan provincial finance department, insurance companies, and 
national and international experts on liability insurance and reinsurance. A policy note will be 
submitted to relevant government agencies with recommendations for policy reforms along with 
options for establishing and financing a liability insurance facility. Evaluation of the TA outcome 
will follow ADB guidelines and will be provided to the City Government of Neijiang. 

 
IV. THE PRESIDENT'S DECISION 

24. The President, acting under the authority delegated by the Board, has approved the 
provision of technical assistance not exceeding the equivalent of $530,000 on a grant basis to the 
Government of the People’s Republic of China for Strengthening Liability Insurance and 
Improving Social Governance in Neijiang City, and hereby reports this action to the Board. 
 

                                                
12  Terms of Reference for Consultants (accessible from the list of linked documents in Appendix 3). 
13 ADB. 2014. Midterm Review of Strategy 2020: Action Plan. Manila. 
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DESIGN AND MONITORING FRAMEWORK 

Impact the TA is Aligned with 
 
Social governance improved (Thirteenth Five-Year Plan, 2016–2020)a  
 

Results Chain 

Performance Indicators 
with Targets and 

Baselines 

Data Sources and 
Reporting 

Mechanisms Risks  

Outcome By 2020   
An effective third-party 
liability insurance 
regime is expanded in 
Neijiang 

At least five 
recommendations for 
developing the role of 
liability insurance, including 
on the development of 
specific products where 
appropriate, submitted to 
the government (2017 
baseline: Not applicable 
(NA)) 
 

Government 
announcements and 
publications 

City administration is 
replaced by new 
administration with 
different priorities  
 

Outputs By 2019   
Potential resistance 
from government 
departments to 
provision of needed 
data and policy 
documents   

1. A comprehensive 
report on 
strengthening liability 
insurance produced 
 
 
 
 
 
 
 
2. Awareness of 
liability insurance 
among stakeholders 
enhanced  

1a. A SWOTb analysis of 
the policy and institutional 
framework governing 
liability undertaken (2017 
baseline: NA) 
 
1b. Two options developed 
for financing of a liability 
insurance facility (2017 
baseline: NA) 
 

1a. Progress reports 
of the TA and the 
consultants’ report 

 

1b. Progress reports 
of the TA and the 
consultants’ report 

 

2a. 100 stakeholders 
surveyed have awareness 
of liability insurance (2017 
baseline: NA) 

2b. 150 participants in the 
workshops and 
conferences indicate their 
willingness to disseminate 
TA findings and 
recommendations (2017 
baseline: NA) 

2c. A report summarizing 
recommendations to raise 
public awareness produced 
(2017 baseline: NA) 

2a. Progress reports 
of the TA and the 
consultants’ report 
 
 
2b. Progress reports 
of the TA, post 
workshop evaluation 
forms, and the 
consultants’ report 
 
 
 
2c. Progress reports of 
the TA and the 
consultants’ report 
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Key Activities with Milestones 

1. A comprehensive report on strengthening liability insurance produced 
1.1 Complete SWOT analysis by November 2018 
1.2 Summarize external experiences and lessons learned by November 2018 
1.3 Provide recommendations and options for financing of a liability insurance facility by September 

2019 
2.   Awareness of liability insurance among stakeholders enhanced 
2.1 Prepare questionnaire for the survey by July 2018 
2.2 Complete the survey by November 2018 
2.3 Disseminate the TA findings and recommendations in workshops and conferences by September 

2019 
 
TA Management Activities 
Mobilize consultant team by month 4 
Prepare inception report and conduct inception workshop by month 4  
Prepare interim report and conduct interim workshop by month 15 
Prepare draft final report and conduct final workshop by month 23 
Disseminate outputs at a conference by month 25 
Finalize the TA outputs by month 27 
Inputs 

ADB: $530,000 Technical Assistance Special Fund (TASF-other sources) 

Note: The City Government of Neijiang will provide counterpart support in the form of counterpart staff, 
office facilities, domestic transportation, relevant government data and studies for the TA consultants’ use, 
meeting rooms, and other in-kind contributions. The value of government contribution is estimated to 
account for 16% of the total TA cost. 

Assumptions for Partner Financing 
Not applicable 

TA = technical assistance. 
a Government of the People’s Republic of China. 2016. The Thirteenth Five-Year Plan for Economic and Social 

Development of the People’s Republic of China (2016-2020). Beijing. 
b  SWOT is a simple but useful framework for analyzing an organization's strengths and weaknesses, and the 

opportunities and threats that it faces. 
Source: Asian Development Bank. 
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COST ESTIMATES AND FINANCING PLAN 
($’000)  

 

Item Amount  

Asian Development Banka 

A. Consultants 
 

1. Remuneration and per diem  
a. International consultants 60 
b. National consultants 260 

2. Out-of-pocket expenditures  
a. International and local travel 20 
b. Surveys 10 
c. Training, seminars, and conferencesb 50 
d. Reports and communicationsc 35 
e. Printed external publications 15 

B. Goods (rental or purchase)d 30 
C. Miscellaneous administration and support costs 10 
D. Contingencies 40 
                                                             Total 530 

Note: The technical assistance (TA) is estimated to cost $630,000, of which contributions from the Asian Development 
Bank are presented in the table above. The City Government of Neijiang will provide counterpart support in the form of 
counterpart staff, office facilities, domestic transportation, relevant government data and studies for the TA consultants’ 
use, meeting rooms, and other in-kind contributions. The value of government contribution is estimated to account for 
16% of the total TA cost. 
a Financed by the Asian Development Bank’s Technical Assistance Special Fund (TASF-other sources).  
b Includes costs for travel of participants, interpretation, and translation. 
c Includes translation and printing costs. 
d Includes computers, printers, fax machines, scanners, copy machines, and other office consumables. The specific 

package is subject to prior Asian Development Bank approval. The equipment purchased will be turned over to the 
executing agency upon completion of TA activities. 

Source: Asian Development Bank estimates. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/LinkedDocs/?id=51049-001-TAReport 

 
 

1. Terms of Reference for Consultants 

2. Procurement Plan  
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