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{Abstract)

A brief study on Principles of Separating Life and
Non-life Insurance Business

Ko, Eun Hee'

An insurance company conducts business by underwriting and
carrying on life and non-life insurance contracts. In terms of issues
surrounding business areas, whether an insurer can conduct both
business internally becomes an issue as much as a financial company
conducting other fields of finance (ie. universal banking). There are
essential differences on risks guaranteed from life and non-life
insurance, hence those risks occurred from underwriting contracts are
also different. In this respect, there are bigger problems such as risk
contagion and possible company default, rather than economic
benefits from underwriting both life and non-life contracts. The
principle of separating life and non-life insurance business (‘separation
principle’ hereafter) are designed to prevent abovementioned risks as
well as to protect policyholders. The Republic of Korea initially stated
the separation principle at Article 10 of 1962 Insurance Business Law
enactment. The financial regulatory authorities made some exceptions
to the principle from national policy needs or consents from both life-
and non-life industries and there has been disputes on whether to
expand exceptions in additions to current ones. The separation
principle prohibits an insurance company conducting both life and
non-life lines within the same firm, so a holding company owing life
and non-life insurer as subsidiary dose not violate the separation
principle. Therefore, holding company type can serve as a method to
enhance benefits of conducting both life and non-life insurance by
developing consolidating life- and non-life insurance products,
without violating the principle. To enhance the holding company

* Lawyer, Ph. D.
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type, it is necessary to review revisions on some provisions of the
Financial Holding Companies Act. This study covered various issues
regarding the principles of separating Life and non-life insurance
business, based on reviews on theories as well as comparative
approach to overseas legislations. It also suggests ways to improve
legislations.

Key Words : Principle of separating life and non-life insurance
business, Universal banking, Regulation on scope of
financial business, Life insurance business, Non-life
insurance business, Type 3 insurance business, Business
scope of life- and non-life insurance, Financial holding
company, Insurance holding company.
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