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Abstract

The Issue of Earthquake Insurance

                        Chun, Woo-Hyun*
74) 

No nations are free from the natural catastrophes such as earthquake, as they 
are rarely predictable. Regarding the large-scale and seriousness of the damage 
by them, we cannot overestimate the efforts to prepare against them. And victims 
themselves of disaster should protect from the damages and make efforts of 
recovering from the disaster, which is suitable to the principle of self-determination 
and responsibility.

Making compensation for the damages from the earthquake and other natural 
disasters for free is liable to let the beneficiaries negligent in preventing the 
damages. It can be a kind of moral hazards. If we think the principle of 
self-determination and responsibility as principal, we should be oriented to the 
solution system of making private insurance contract against the natural 
catastrophe like the earthquake. 

One of the biggest problems in natural disaster such as earthquake is that the 
accident is not to be predicted and forecasted easily, breaking out in many 
insurance objects at the same time and the size of damages is bigger than any 
other accident. So it is difficult for the insurers to prepare enough insurance 
money for the accident, so it requires the reinsurance contract.

When we encourages natural disaster's insurance such as earthquake insurance, 
we should make efforts to control against moral hazards or the adverse selection. 
Being the most desirable system in risk sharing, the insurance contract has the 
danger of becoming the means of fraud. 

Regarding the difficulties of optional(voluntary) insurances, and strengthening 
the will of self-reliance, we need to compel the insurance contract of the natural 
disasters in some cases. However, in the early stages of system implementation 
of private insurance contract, some support of governmental funding such as 
payment of insurance premiums is needed. And we should arrange such insurance 
contract first as to the companies and households backed up by the government. 

There are two ways of the natural disaster insurance in South Korea. One is 

* Professor, Law School of Hanyang University 
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additional insurance policy system and the other is independent insurance policy. 
Although the latter is much more desirable form, the former is inevitable now 
in Korea, where independent disaster insurance is hard to be activated. 

In this paper, I indicated the problem of government-supporting(traditional) 
system and proposed the solving of restorement of the damage caused by the 
catastrophe through the private insurance contracts. 

Thus the various ways of using intermediaries in making contracts should be 
taken like other contracts. The insurance intermediaries are insurance salesman, 
insurance agents, insurance brokers as well as homeshopping merchants. 

On the other hand, in the mountainous regions, rural areas and fishing villages, 
the saving insurance contract rather than compensation insurance is needed as 
there is little recognition about the latter there. 

And in the case of the property insurance, the system of actual compensation 
for damages rather than the fixed compensation is preferable, which matches the 
essence and character of the insurance of indemnity. 

If it is allowed to afford special support to the businessmen, the small sized 
business should be primarily regarded on it. 
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