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Designing Catastrophic Insurance Schemes under Constraints of Insurers’ Sustainability*
By Nguyen Phuc Dinh** + Hirokazu TATANO*** - Norio OKADA****

The law of large number does not work well for catastrophic risks like great earthquake. Insurance companies which provide
insurance based on accuracy fair insurance may face high possibility of insolvency. Therefore, there is a need to share risk to every
different area which makes insurance structure contain too much dimensions which can not be solved by ordinary mathematical
programming methods. This paper shows the way how to create a hybrid design model which consists of earthquake damage simulation
and stochastic optimization calculation to solve the above problem. A mumerical experiment illustrates its applicability for real world
problem by designing earthquake insurance structure of the pilot area..
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