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The Role of the Insurance Institution in the Civil Litigation of Securities
LV Cheng - long

Abstract: During the past years due to Chinese institution of securities litigation mechanisms the in-
vestors lacked the motivation to overcome collective action problems. The huge costs and worries of free rid—
ers have been blocking them away from the courts for a long time. As the revise of Securities Law this year
we finally have a good opportunity to change this situation and hope that the new representative model
would greatly reduce the costs of securities litigation. However referring to the experiences of China’s Tai—
wan district and the lessons of the United States this new model is faced with three main internal problems
as well namely the lacking of motivation the lacking of independence and the lacking of capacities. If Chi-
na could not overcome these inherencies the new revise may not achieve its original goals properly. There—
fore considering the new governance theory of the Salamon Cooperation Model the government and investor
protection institute should be granted the regulatory power based on their comparative advantages to over—
come the dilemma of collective action and the possibility of voluntary failure. Specifically the government
should provide the funding and make efforts to share its information advantages while the protection institu—
te should spare no efforts to solve collective action problems by means of its internal motivation advantages.
In this way the securities litigation and investor protection might be further marketized.

Key words: investor protection securities class action joint action securities law
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