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CEO Brief is a report highlighting key current issues the insurance industry faces.

I Policy Recommendations for the Insurance Industry
under the New Administration

ABSTRACT

The new administration, inaugurated in 2025, has identified “Recovery,
Growth, and Well-being” as its core national agenda. It aims to pursue
sustainable growth by reforming institutions through supporting
innovation and by reinforcing the social safety net. Meanwhile,
long—term structural challenges-such as population aging, the
intensifying climate crisis, and the rapid advancement of technology—are
widening gaps in social protection. To meet its policy objectives
effectively, the new government should strengthen the role of the
insurance industry through O supporting economic growth by promoting
innovation in the insurance sector, @ improving risk management and
disaster response, and ® addressing future protection gaps.

1. Policy Priorities of the New Administration and Gaps in Social Protection

The new administration, inaugurated in 2025, has set “Recovery, Growth, and
Well-being” as its core national agenda. It aims to achieve sustainable development
by advancing institutional reforms through promoting innovation and by
strengthening the social safety net. Building on the principles of overcoming internal
strife and restoring democracy, the administration seeks to ensure the safety of
daily life, improve disaster preparedness, and foster a society in which all citizens
can enjoy a better quality of life—especially by tackling low growth amid rapidly

changing external conditions.
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To achieve its national goals of becoming one of the top three Al powers, reaching
a potential GDP growth rate of 3%, and positioning Korea among the world's top
five economies, the administration is pursuing three strategic growth pillars:
technology—driven growth, inclusive growth, and equitable growth—-all supported by

institutional reforms and expanded social protection.

The administration’s economic strategy places strong emphasis on fostering future
strategic industries such as Al, biotechnology and healthcare, cultural content,
defense and aerospace, and energy. Given the high-risk, long—term nature of these
sectors, private investment—as well as public finance-will be essential. This requires
a robust institutional framework that facilitates a wide range of private investments,

especially by enhancing the role of long—term institutional investors.

Meanwhile, structural and long-term challenges—such as population aging, the
intensifying climate crisis, and the rapid advancement of technology-are significantly
widening gaps in social protection. As the population ages, the need to secure
sufficient post-retirement income and the financial burden of rising healthcare
expenditures are growing rapidly. However, Korea's level of old-age income security
remains low compared to other major economies, and its healthcare financing

system is facing increasing fiscal pressure.

The deepening climate crisis is also leading to more frequent and severe disasters
such as wildfires and heatwaves, causing not only loss of life but also serious
economic damage to local communities and industries. These disasters hinder
recovery and resilience for affected individuals and regions. In particular, protection
gaps tend to widen further among vulnerable groups, including low-income
populations, thereby exacerbating economic inequality and social polarization. Over

the long term, this could impose substantial additional costs on society as a whole.
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2. The Role of Insurance for the Future of Korean Society

To effectively achieve the policy objectives of the new administration, it is essential
to strengthen the role of the insurance industry in supporting national economic
growth and closing protection gaps. To this end, the government should @ support
economic growth by promoting innovation in the insurance sector, @ improve risk

management and disaster response, and ® address future protection gaps.

First, the insurance industry should be positioned as an institutional foundation to
support the development of future strategic industries through innovation. To achieve
this, a shift toward principles—based, streamlined, and flexible regulation is needed to
encourage bottom-up, private sector-led financial innovation. The role of insurers as
long—term institutional investors should also be reinforced to facilitate efficient
resource allocation. In addition, developing an Al-based insurance regulatory
framework would help strengthen both national competitiveness in the Al era and
public safety. Furthermore, reforms to the resolution regime for insurers are necessary
to minimize policyholder losses in the event of insurer insolvency, discourage moral

hazard, and establish a more stable and transparent competitive market environment.

Second, it is crucial to build a system capable of responding to structural and
recurring risks—rather than just one-time disasters or accidents—in order to enhance
both the stability of people’s daily lives and the overall resilience of society. This
includes closing disaster protection gaps by expanding insurance coverage for
vulnerable facilities and supporting the recovery of small businesses. Local
governments should consider introducing dementia liability insurance to compensate
third—party victims when individuals with cognitive impairment unintentionally cause
harm. In addition, standardizing the scope and benefit level of basic coverage under
municipal safety insurance can help institutionalize it as a foundational disaster
protection scheme. Finally, public insurance schemes should be restructured to

close coverage gaps across foundational industries, with benefit levels adjusted to

.
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more accurately reflect actual needs and to provide meaningful income protection

for climate—vulnerable populations.

Third, in response to population aging, it is necessary to establish a comprehensive
protection framework based on public—private cooperation, aiming to reduce protection
gaps while improving cost efficiency. This includes measures to stabilize the National
Pension Fund through a gradual increase in contribution rates and the elimination of
blind spots in coverage. At the same time, policies should be pursued to unify
retirement pension schemes, encourage annuitization over lump-sum withdrawals, and
broaden participation in private pensions to strengthen income security for seniors.
Information asymmetries in the pricing and effectiveness of nationally uninsured
medical benefits must also be addressed by reinforcing evaluation and review
mechanisms to curb unnecessary treatments. Furthermore, the government should
introduce a “Medical Savings Account for Seniors” to allow individuals to pre—fund
future medical costs before retirement, supported by appropriate tax incentives.
Measures should also be developed to encourage private capital investment in
long—term care facilities and to ease the financial burden on seniors using service—led
home. Lastly, to better protect the assets of seniors and vulnerable groups and support
their everyday financial management, trust-based instruments such as

claims—settlement trusts and welfare trusts should be more widely promoted.
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(Figure) The Role of Insurance for the Future of Korean Society
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