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Abstract

The compensation system for outsourced claim adjustment services in the
Korean insurance industry has been substantially distorted since the
liberalization of compensation service fee rates in 2007. The widespread
adoption of the lowest-bid auction system, based on the marked disparity in
bargaining power between insurers and outsourced claim adjustment firms, has
led to a persistent downward pressure on compensation, resulting in the
deterioration of claim adjustment quality and ultimately the infringement of
policyholders’ legitimate interests.

This study analyzes both the structural and institutional causes of such
distortion and examines the normative significance of Articles 185 and 189 of
the recently revised Insurance Business Act (promulgated on February 6, 2024
and enforced on August 7, 2024). Although the Enforcement Decree was
partially amended on July 2, 2024 through the newly introduced Article 96-5
and related provisions, essential institutional reforms—such as the establishment
of standard compensation benchmarks and a permanent consultation council—
remain unaddressed. Drawing upon these analyses, the paper proposes four
concrete legislative measures: (i) elevating the existing Best Practices Standards
to a legally binding form through Presidential Decrees and supervisory
regulations; (i) introducing a “Standard Claim Adjustment Compensation
Scheme,” with reference to existing domestic institutions such as the
Automobile Insurance Repair Council and the National Health Insurance fee
determination  structure; (i) establishing a permanent “Compensation
Consultation Council” composed of balanced stakeholder representation; and
(iv) enumerating specific types of unfair practices prohibited under the revised
Act.
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The implementation of these measures is expected to restore the
independence and professional capacity of claim adjustment firms, thereby
enhancing the fairness and objectivity of claim adjustment, safeguarding
policyholders’ rights, and contributing to the sound development of the Korean

insurance industry as a whole.

Key words : Claim Adjustment, Claim Adjustment Compensation Service Fee,
Outsourced Claim Adjustment, Insurance Business Act, Standard
Compensation Service Fee Scheme, Best Practices Standards,
Compensation Service Fee Consultation Council, Lowest-Bid

Auction, Protection of Insurance Consumers, Unfair Practices
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