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Abstract

In general, Earthquake risk is defined as the probability of consequences (physical
damage, human and property loss, etc.) due to probable occurrence of an earthquake
in a given area and a period. Risk management is the process that integrates all of
the contributing factors and actions that can cause to improve the safety and the
welfare of people, saving human lives and resources, minimizing the disruption of
services and economic flow. Today, Earthquake insurance is an integral part of the
risk management process, both as a catalyst and incentive for risk reduction and
mitigation, as well as the method for risk transfer and setting up a financial security
for the post disaster recovery period. The time that a government can act as free
insurer is rapidly diminishing. That is mainly due to the rapid growth of the
developing countries and the expansion of wealth of the built environment and
unfortunately their exposure to high level of disaster risk; and inability and lack of
enough resources by government to fully recover direct and indirect economic
losses and social impacts; the disaster insurance system is the solution; and the
promoting the insurance culture is the key to safety.

Implementation of an effective earthquake insurance system requires a solid national
strategy in order to withstand the potential and inevitable financial risk due to
disaster. Thus, the risk management programs requires an appropriate model and
tools that can accurately and reliably quantify the potential loss and the level of risk
that can be understandable, manageable and affordable both for property owner
(insured) and the insurer. Therefore, the integration of solid strategy with the
reliable risk model in insurance companies in writing the insurance policy is the key
to the success. This paper provides the basic concept of risk management, an
overview on disaster risk in lran, insurance policies and performance in Iran,
Disaster Insurance, and finally the important role of risk insurance in encouraging
the risk mitigation as a financial incentive for all by providing affordable earthquake
insurance coverage, and reducing the government dependency to financial risk to
disaster has been discussed.
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