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A Study on the Strategies of Shipowner coping with

Liberalization of Korean Reinsurance Market

Hyun Kim, Sung-Kyu Min

Abstract

Korean insurance industry has grown rapidly in its volume owing to the
high growth of Korean economy. The insurance industry in Korea has been
under the control of the government in many aspects as other industries. The
government’s control over the insurance, especially over the non-life insurance,
is based on the fact that it is supporting other industries and accordingly
should be managed soundly. The insurance industry has enjoyed the benifit of
protectionism which is the other side of the government’s control over the
Insurance industry.

With the economic growth, Korea could not cling to protectionism for the
insurance industry and had to consider introducing the liberalization and the
opening of domestic insurance market.

There have been some studies regarding the measures to cope with the
changes of insurance environment in Korea from the viewpoint of insurer or

reinsurer but it appears to the writer that the study from the viewpoint of
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shipowner or operator has not yet been carried out.

The aim of this study is to seek the strategies which shipowner or operator
may take in the changed insurance environment, giving priority to the
liberalization and opening of hull reinsurance market.

The dominant causes of the liberalization and opening of Korean insurance
market are as follows.

Firstly, in the 1980’s, the United States government strongly requested
Korean government to open insurance market as well as other service markets
for the rectification of the trade imbalance.

Secondly, according to the agreement to Uruguay Round, the insurance
market except some items should be opened to all countries participating in
UR on "Most Favored Nation” base.

Thirdly, Korea is going to join OECD for which the insurance market
should be opened in various aspects as per OECD's rule.

The subject matters of the liberalization and opening of insurance market
are as follows.

1. Cross-border of cargo insurance

2. Non-life insurance premium rates

3. Non-life insurance marketing system
4. Reinsurance

Among the above, shipowners would have substantial interests in the
opening of hull reinsurance market which is scheduled for April 1, 1996. In
addition, shipowners have to prepare to face the change of hull insurance
environment.

In conclusion of this study, the strategies that the hull insured, shipowner
may take in the changed insurance environment are as follows.

1. Shipowner have to anticipate the subsequent changes of the insurer or
reinsurer and have to set up the strategies to cope with them.
2. Shipowner have to give more consideration to the risk management in the

vessel’s operation because, in the changed insurance environment, the
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insurance contract will be more affected by the shipowner’s loss record.
3. Shipowner have to try to save cost with respect to the insurance premium
taking advantage of the change of reinsurance system.

4. Shipowner have to be well informed of the world insurance market.
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