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{Abstract)

A Study on the Causes and Solutions for

Automobile Insurance Repair Cost Disputes
- Focusing on the Necessity and Implementation Methods
of Pre-repair Loss Adjustment -

Kim, Young Kook®

This study diagnoses the widespread distrust and inefficiency
prevalent in the overall automobile insurance system, focusing on
resolving chronic disputes over repair costs and unfairness issues
caused by the entrenched “post-repair assessment” practice in the
property damage sector. The existing “post-repair assessment” practice
harbors structural problems, including severe information asymmetry
between insurers and repair shops, ambiguity in repair cost calculation
standards, and arbitrary post-facto reduction of insurance payouts.
These issues exacerbate consumer complaints, deepen management
difficulties for repair shops, worsen insurers’ loss ratios, and ultimately
increase premium burdens. Furthermore, issues in the personal injury
sector, such as controversies over excessive treatment and appropriateness
of costs for minor injury patients, also lead to insurance leakage,
acting as a core cause of undermining trust in the entire automobile
insurance system.

To address these problems and establish a transparent and rational
repair cost calculation culture, this study proposes the introduction of
a “pre-repair assessment” system as an essential paradigm shift. The
advancement of digital technologies (Al-based damage analysis) and
the increase in advanced technology vehicles simultaneously enhance
the necessity and feasibility of introducing this system. While partial
improvements to the current system, such as refining parts pricing
structures and activating certified parts, could address some issues,
they are insufficient to resolve fundamental vulnerabilities of the

* Head of Policy Research Center, Traffic Accident Compensation Supervisory Service / Ph. D.
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“post-repair assessment” practice, such as information asymmetry and
post-facto payment reductions. Therefore, the introduction of a
“pre-repair assessment” system in conjunction with these improvements
is emphasized. Additionally, this study acknowledges potential side
effects during the initial phase of pre-repair assessment adoption,
such as repair delays and increased workload, and considers
complementary measures for smooth implementation, including a
fast-track system for minor accidents and the utilization of Al-based
systems.

This study presents concrete legal and policy recommendations for
the successful institutionalization of “pre-repair assessment.” Key
recommendations include: firstly, strengthening the legal foundation
through amendments to the “Automobile Liability Security Act,”
encompassing measures such as mandatory damage confirmation and
pre-repair agreements. Secondly, a re-strategy is proposed based on
the analysis of past pilot project failures, advocating for strong legal
enforceability, accompanying incentives, and government-led digital
system construction. Thirdly, to ensure the successful soft-landing of
the system, strategies are highlighted for analyzing potential resistance
from various stakeholders and developing win-win persuasion tactics.
Fourthly, institutional design for coexistence among stakeholders is
proposed, focusing on rationalizing repair cost standards and enhancing
parts price transparency. Fifthly, the activation of an independent
dispute resolution body is sought to swiftly and fairly resolve issues
arising from failed pre-agreements or subsequent disputes. Finally, the
improvement of the current repair cost calculation system and the
activation of certified parts are incorporated.

Ultimately, the establishment of the “pre-repair assessment” system
is expected to serve as a crucial turning point. It will enhance
transparency and predictability in the automobile insurance repair
process, prevent unnecessary disputes, proactively protect the rights
and interests of insurance consumers, and foster a win-win cooperation
between insurers and repair shops, thereby driving sustainable
development in the automotive insurance market.
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