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| KIRI Survey: Digital Transformation in the Insurance Industry

ABSTRACT

The survey results suggest that insurers’ digital transformation levels
have improved through COVID-19. However, to achieve market growth
and competitive edges, insurers should maintain consistency between
long—term business plans and digital transformation strategies, build
organizational cultures to promote innovation and exert strong leadership
in the digital ecosystem. The financial authorities should help insurers to
create value—added by realigning regulations governing business scope,
stimulating financial regulatory sandboxes, and fostering the integration
of external and internal data.

1. The Key Results

In transitioning into the post-COVID-19 era, we asked executives in charge of digital
transformation in insurance companies about their perspectives and responses to
changes in the business environment, the current levels, major success factors and
challenges, and policy issues on digital transformation. Thirty insurers (life: 14,
non-life: 16) participated in the survey, and their market share accounted for 85%
based on assets and 88% based on premiums.

The main survey results are as follows. First, the insurers recognized the declining
and aging population, low economic growth, and the regulatory changes for promoting
competition and innovation as critical factors affecting their business. Second, while
they were still redesigning business processes using new digital technologies, most
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respondents wanted to achieve business model transformation within the next five
years. Third, most insurers established plans for digital transformation, and the main
goals of their strategies are market growth and expansion and customer experience
improvement. Fourth, regarding the organizational structure to support digital
transformation, before COVID-19, the models centered around individual units were
most prevalent. However, the centralized models are much more common nowadays.
Fifth, digital transformation has contributed to enhancing consumer satisfaction and
trust, developing new products and services, and reducing costs; while its impacts on
increasing operating profits, expanding sales, and entering into new markets were
relatively insignificant. Lastly, insurers recognized the shortage of digital skills and
expertise within companies as the biggest obstacle to digital transformation. And they
expected that increasing corporate autonomy in insurance businesses and easing
regulations on new businesses would help promote digital transformation in the
insurance industry.

2. Implications

The survey results suggest that insurers’ digital transformation levels have improved
through COVID-19 in establishing plans, utilizing new digital technologies, and
building organizational structures to support digital transformation.

However, for the insurers’ digital transformation to go beyond strengthening
customer services and to lead to market expansion and competitive edge, insurers
need to maintain their ability to detect and respond to changes in the business
environment and to plan and implement digital transformation. Also, insurers should
improve consistency between long—term business plans and digital transformation
strategies. Furthermore, while insurers must build organizational cultures to bolster
data—utilizing capability and promote innovation internally, they should exert strong
leadership in the digital ecosystem externally.

The financial authorities should help the insurers’ digital transformation to generate
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better business performance. Specifically, they should incentivize insurers to pursue
economies of scope by realigning regulations governing business scope, subsidiaries,
and outsourcing. Also, they need to promote a system like financial sandboxes and
support insurers to create innovative services by combining internal and external
data.
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