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® CEO Brief

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

I Changes in the Corporate Management Environment and
D&O Liability Insurance

ABSTRACT

As corporate liability has strengthened, the legal and financial risks faced
by executives have increased, thereby heightening interest in D&O
Liability Insurance as a means of fostering a stable corporate
management environment and securing top talent. In Korea, D&O
Liability Insurance was introduced in the early 1990s and has since
achieved quantitative growth; however, limitations remain in terms of (i)
coverage structure, (ii) operational transparency, and (jii) institutional
foundation. Recent developments, including amendments to the
Commercial Act, the growing emphasis on ESG management, and the
rising risks associated with expanded use of Al, are expected to
accelerate the expansion of the D&QO Liability Insurance market. For the
market to achieve sustainable growth, institutional improvements must
be pursued alongside the development of diverse insurance products by

insurers to address corporate coverage gaps.

1. Growth and Limitations of D&O Liability Insurance

Amid the rapid transformation of the corporate management environment, the legal
and financial risks borne by executives have intensified, leading to growing interest
in Directors’ and Officers’ Liability Insurance (D&QO) as an effective risk management
tool. D&O Liability Insurance provides coverage for legal damages or defense costs

arising from wrongful acts committed by executives in the course of their duties
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against the company, shareholders, or third parties. Recent regulatory

tightening—-including stronger internal controls, enhanced personal data protection,
and expanded environmental liability—together with heightened litigation risks, has

contributed to rising demand for D&QO Liability Insurance.

Beyond supporting stable corporate management, D&QO Liability Insurance is also
employed as a strategic instrument for ensuring sound corporate governance and
securing high—caliber talent. Fundamentally, it protects the rights of companies,
shareholders, and creditors by securing executives’ ability to meet potential
compensation obligations incurred during the performance of their duties. At the
same time, insurers play a supervisory and evaluative role over corporate internal
controls and compliance management, thereby fostering governance improvements.
Moreover, the availability of D&O Liability Insurance is often decisive in the
recruitment of diverse and capable outside directors, who tend to be risk—averse.
The presence of such insurance is thus a critical factor in encouraging qualified

individuals to accept board appointments.

In Korea, D&QO Liability Insurance was first introduced in 1991. Over the past
decade in particular, the number of contracts and premium volume have grown by
an average of 12.6% and 7.1% per year, respectively, with quantitative expansion
led by large financial institutions and listed companies. Nonetheless, the Korean
D&0O market continues to face notable limitations in three key areas: (i) coverage
structure, (ji) transparency of operations, and (jii) institutional foundation. First, the
heavy reliance on English—-based policy wordings has resulted in provisions that are
often misaligned with domestic circumstances, while coverage remains narrow and
subject to numerous exclusions. Second, transparency in information disclosure is
limited. Although subscription to D&O Liability Insurance is partially reported through
the “Annual Report on Corporate Governance and Remuneration” and the “Corporate
Governance Report” disclosure remains insufficient for protecting stakeholders. In

practice, most companies retain policy details internally, while external shareholders
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and stakeholders are not provided with concrete information on coverage scope,

premiums, or exclusions. Third, unlike jurisdictions such as the United States and
Japan, which have institutionalized corporate liability protection by establishing
explicit legal frameworks for D&O Liability Insurance, Korea has only issued
non-binding recommendations, such as the “Guidelines for D&0O Subscription for

Listed Companies” and the “Corporate Governance Report Guidelines”.

2. Growth and Limitations of D&QO Liability Insurance

Recent amendments to the Commercial Act, the growing prominence of ESG
management, and the rising risks associated with expanded use of Al are expected
to serve as catalysts accelerating the growth of the D&O Liability Insurance market.
Specifically, the amendment to the Commercial Act, which strengthens directors’
fiduciary duties toward shareholders, is likely to expand the role of D&O Liability
Insurance as a mechanism for enabling directors to make active business judgments
in a more secure environment. This expectation is supported by past experience,
where major regulatory changes—such as the enactment of the Securities—Related
Class Action Act and the introduction of the Serious Accidents Punishment Act-led
to a significant expansion of the market. Globally, the D&O market is also growing
in response to emerging risks, particularly in relation to cyber and Al-related
exposures. Verified Market Reports (2025) projects that the global D&O market will
expand at an average annual growth rate of 7.5% between 2026 and 2033.

For the sustainable development of the D&O Liability Insurance market in Korea, both
institutional reforms and product innovation are required. First, establishing a legal
framework mandating or formally grounding corporate subscription to D&O Liability
Insurance would help address managerial liability issues. In parallel, strengthening
information disclosure requirements for subscribed policies could encourage voluntary

adoption by enhancing transparency for shareholders and stakeholders.
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Second, given the diversification and deepening of corporate risk exposures,
adjustments to both the scope and level of D&O coverage are necessary. However,
such expansion must be accompanied by safeguards to mitigate potential moral

hazard on the part of directors that could arise from excessively broad coverage.

Finally, the current concentration of D&O coverage among large financial institutions
and listed companies underscores the need to address coverage gaps. Moving
beyond reliance on standardized overseas policy wordings, insurers should develop
products tailored to the distinctive risks of each industry sector. For example, IT
companies face heightened exposure to cyber security incidents; manufacturing and
construction firms are particularly vulnerable to industrial accidents; and financial
institutions face risks associated with mis-selling practices. Developing
industry—specific products aligned with these risk profiles would both meet existing

demand and increase overall market penetration.

Dong-Gyum Kim, Research Fellow
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