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Social Roll of Insurance

—— Social Efficiency Problems Concerning
Accident Costs and Moral Hazard ——

Mitsugu NAKAMURA™

National insurance programs help each individual alleviate the risk of
contingency caused by “Acts of God”, and, as a result, has greatly contributed
to the development of general social welfare. On the other hand, peace of mind
gained through insurance coverage is likely to increase the number of accidents
caused in society, in comparison with the situation in which there is no insur-
ance system. This is a paradox we can not ignore. Through this document
we attempt to disclose various issues inherent in insurance programs by
analyzing the excessive service issue of automobile insurance by use of a

market model in a proposition of ordinary rational economic activities, and by

applying an economic scalpel to the moral hazards issue.
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