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A Study on Product Liability Risk Financing Guidelines

DhongHa Lee, GeunTae Oh, MyungSoo Kim

Department of Industrial Information Engineering, University of Suwon

Abstract

Risk financing is defined as the methods applied to fund risk treatment and the financial
consequences of risk. It is a major component of the transfer of risk and the retention
of risk which are, in turn, parts of the risk treatment process. This study applied the
general guidelines on risk financing to product liability risk. Product lability risk occurs
when potential defects in the process of design, production, and distribution lead to
accidents resulting in fatal, financial, and environmental loss. Risk on product liability
may be financed in many different ways, each of which may be used singularly or in
combination. The most popular and recommendable way suggested in the guidelines is
the retention or use of reserves. transfer. credit or insurance.
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