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Insurance transaction are stably materialized by sharing risk-related information between the
insurer and the insured. However, the adverse selection in insurance transaction is a phenomenon
which occurs as a result of the asymmetric information which arises between the insurer and the
insured. The adverse selection in insurance transaction is always attracting the interest also not
only in insurance study but also in the insurance industry. The adverse selection being able to
regarding it as economic rational behavior, even if it sees from a society as a whole if it sees from
the insured is also improving the insurance function taking a risk into an insurance system.

In economics or insurance study, adverse selection has been considered to be the serious
consideration feeling theoretically and positively. However, in an actual insurance market, it seems
not to be caught so seriously. The one reason is that a means to cope with adverse selection at
the insurer side is already established, and another is considered to be in risk-related information
being predominance with progress of an information technology in the insurance company.

In order for insurance to achieve an important function in society and to raise people's economic
welfare, it is important to spread insurance widely. Therefore, it is necessary to receive a certain
amount of adverse selection. Although | am effective in introducing risk-segmented insurance at
the point eliminating adverse selection, economic welfare is not only reduced, but rationality is not
necessarily accepted in management strategy.

By admitting adverse selection about fixed, although the insurance market has developed, it is
good. We should refrain from refusing adverse selection superfluously to operate insurance
effectively in society. In order not to retreat an insurance function as a society as a whole, itis a
policy issue how the high risk person who needs insurance is eliminated from insurance as
adverse selection.
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Adverse Selection and Economic Rationality in the Insurance Transaction

1. BIERREEOMUE

RIRERS| 1, RIRE LHERIRE EOBTYRIVEREL B THEITEOTREMICHILYT 5. ESHA, RIRERGIIZE 1T HHER
(&, RIRE EWRRE EDRMICELCDFERD IR (RE) DBRELTRET DRETHA KRB I2H 1T HF R (L. RIRF
DHELTRIREFRICEVTHEICEADEEDOTVS, LML HERENMSRSE. HERE BFESBENTEREALLISEHT
EHREENSRTH BURIVENEATRIZITMAT AL, REES AT LAICURIERY AL EWSRIRERELZSHHLT
LH5,

BEZORRZICEV T BBREFEXRGEALF - OTERICHDRAMICEREINTE, LHL. BEORKRTIH TIE., SF
EERIZRFLUEDONTWENESIZRZA S, ZNEHIE, —DIRIREBRICHEERISHLT SFRABRICHILISATNSILETH
Y. 153—2F EHEMOERELDIC, URVERMRR A ICBAIZE>TVSIEIZHHER LIS,

REVHRITEVWTERGHEZRZL. ALOBRENELEZSHSOIZE, RIRELCERSEIIESAHETH S, £CT
Z.BETEVRYHIBEDERBREZDTHEADBEELLD, TORT YRVMDPBRIRZEAT &L FEREBRT S
DREHHN, TNITKYEFNELENSIETIFoNDEITTE BEBRBMICELTLLEAE - SBENEDHOALL,

RIS L, —EREOHERRERTZEITHEICRY FRLTELEVH>THLW HRITEWTRIREAM CHAESE 5102
(F, B2, FRIREBREBTHAEFBEOARETHD, TLA BEHMICRIRDOIAZES ISHL T, GHARITRESELZ NHR
REDEELGRETHS, HRLARELTRIEHEZRBREIELGVVEDICEK, RIFZVLELTIEVRVENERIRELTRIED OHE
PRENDIEZLNCHIFHI T EMABERMFRETH D,

2. MREBRRAEEOPME FR)

Insurance transaction are stably materialized by sharing risk-related information between the insurer and the insured. However, the
adverse selection in insurance transaction is a phenomenon which occurs as a result of the asymmetric information which arises
between the insurer and the insured. The adverse selection in insurance transaction is always attracting the interest also not only in
insurance study but also in the insurance industry. The adverse selection being able to regarding it as economic rational behavior,
even if it sees from a society as a whole if it sees from the insured is also improving the insurance function taking a risk into an
insurance system.

In economics or insurance study, adverse selection has been considered to be the serious consideration feeling theoretically and
positively. However, in an actual insurance market, it seems not to be caught so seriously. The one reason is that a means to cope
with adverse selection at the insurer side is already established, and another is considered to be in risk—related information being
predominance with progress of an information technology in the insurance company.

In order for insurance to achieve an important function in society and to raise people’'s economic welfare, it is important to spread
insurance widely. Therefore, it is necessary to receive a certain amount of adverse selection. Although I am effective in introducing
risk—segmented insurance at the point eliminating adverse selection, economic welfare is not only reduced, but rationality is not
necessarily accepted in management strategy.

By admitting adverse selection about fixed, although the insurance market has developed, it is good. We should refrain from refusing
adverse selection superfluously to operate insurance effectively in society. In order not to retreat an insurance function as a society
as a whole, it is a policy issue how the high risk person who needs insurance is eliminated from insurance as adverse selection.
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