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Insurance Industry’s Response to the Digital
Transformation Era and Suggestions for Financial
Supervisors and Regulators

According to the recent survey by the Korea Insurance Research Institute, CEOs
of many insurance companies in Korea most emphasized the importance of
digital strategies for the coming year, saying that digital strategies became more
important than ever as new regulatory regimes such as IFRS 17 and the Korean

Insurance Capital Standard (K-ICS) came into effect.

Against this backdrop, this paper focuses on digital transformation that would
help guide the insurance industry toward the path of sustainable growth and
sound development. For key industry developments in other jurisdictions, the
paper captures three: i)the rapid growth of insurtech, ii) health insurance
products and services as a response to the population ageing, and iii) an active
response to the climate crisis as part of the ESG management. It also goes
further to study three key regulatory developments in other jurisdictions: i)
aiming for a right balance between supporting digital transformation and
ensuring the stability of the insurance market, ii) enhancing the cyber resilience

of the insurance industry, and iii) strengthening the management of climate risk.

Based on the findings from those developments in other jurisdictions, this paper
explores how Korea's insurance industry needs to change and respond from two
perspectives: i) when insurers opt to digitalize their existing value chain to
enhance their internal efficiency and customer satisfaction and ii) when insurers

extend the boundary of their business by using digital strategies and technologies



as a new growth engine. It also goes further to explore the roles that the
insurance industry needs to play to help rise to the multi-faceted challenge of
our society, i.e., population ageing, low birth rates, climate change, and

technological development.

Last but not least, given the fourth industrial revolution and the rapid
technological innovation, this paper comes up with some suggestions for
insurance supervisors and regulators in this post-COVID-19 era. First, they
would need to develop a regulatory and supervisory framework that would suit
the digitalization of the insurance industry to encourage it to deal better with
the changing landscape and maintain sustainable growth. Second, they would
need to support the innovation of the insurance industry while ensuring the
prudential soundness of the industry, consumer protection, and market stability,
so that a shift to the fourth industrial revolution does not incur excessive risks.
Third, they would need to provide support to the insurance industry so that it
could respond better to key transformational issues such as population aging
and carbon emission reductions, as well as the changing demographical

demands.
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