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Abstract

Improvement Ways of Construction Insurance Scheme for Public

Construction Projects in Korea

Currently the contracts of design—build and alternate—bid projects as well as
projects the project owner pre—qualifies contractors to bid(i.e., PQ project) require the
contractor to provide construction insurances in Korea. The contracts of other
projects do not require the contractor to provide any construction insurance coverage.

Such construction insurance scheme has two kind of problems. First, construction
risks of those projects are not always higher than other projects. Second, such
scheme discriminates small-and—medium contractors against large contractors since
Insurance required projects are almost performed by large contractors and insurance
premiums are borne by the project owner.

Another problem with Korean construction insurance is that insurance premiums
are much higher than they should be. The loss ratios of Contractors' All Risk
Insurance and Erection All risk insurance 41.8% and 230% respectively in Korea.
The loss ratio of automobile insurance is about 70% in Korea.

This study suggests the following solutions to improve construction insurance
scheme in Korea.

First, the construction insurances should be required for all the public construction
projects step by step. The coverage of loss or damage of construction work should
be required for riskier projects at early stage. Bodily injury liability insurance
should be required at earlier stage than property damage liability insurance.

Second, the premium should be lowered by about 50% because the current loss
ratio is about 50%. It is normal that loss ratio is 70%.

Third, the premium should be adjusted up or down according to the contractors'

loss experience record because we have more than 10 year loss experience record.
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