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TRANSFORMATION OF
INSURANCE TECHNOLOGIES
IN THE CONTEXT

OF A PANDEMIC

Abstract

The COVID-19 pandemic has affected different sectors of the economy, including in-
surance, and has become a problem and a clear catalyst for innovation. The pandemic
has highlighted some inefficiencies of the traditional model of interaction between
insurers and their customers and focused on insurance companies’ efforts on innova-
tions and investments in the digital future. That is why the article aims to generalize
the transformations of the institutional environment in the InsurTech ecosystem in the
context of the COVID-19 pandemic and identify prospects for its development in the
post-pandemic period.

The analysis of the functioning of InsurTech as an ecosystem necessitated the identi-
fication of challenges for the insurance market in the context of COVID-19. The pe-
culiarities of the insurance market development have been identified: the blurring of
boundaries between insurers, BigTech firms, and technological partners; expanding
interaction with policyholders based on the principle of support and the use of social
networks; changes in the structure of the implemented insurance services; an increase
in insurance fraud cases; the growing demand for parametric insurance products;
introduction of a digital approach to the interaction with customers and employees,
modernization of technological infrastructure and expansion of data processing ca-
pabilities; remote risk identification; acceleration in the use of financial technologies
by insurance market participants. There is a transformation of the insurance market
under the influence of business processes digitalization because insurers are aware of
the importance of InsurTech in the formation of competitive advantages.

For many companies, the crisis has strengthened their innovative development strate-
gies and accelerated the implementation of financial technology tools in their business
processes against the background of modernization of technological infrastructure.
Chatbots, telematics, the Internet of Things, machine learning, artificial intelligence,
predictive analytics, etc., are widely used. In the future, InsurTech will also play an
important role in introducing digital innovations in the insurance market.

Keywords insurance companies, crisis management, ecosystem,

InsurTech, COVID-19, innovation, digitalization

JEL Classification G22,H12

INTRODUCTION

The international insurance market is actively developing. Therefore,
in 2017, global insurance premiums exceeded USD 4,9 trillion
(Businesswire, 2020b). In 2018, for the first time, they exceeded the
mark of USD 5 trillion, which is equivalent to more than 6% of the
world gross domestic product. The overall growth was based main-
ly on sustained growth in the non-life insurance sector (Forinsurer,
2019). Global insurance premiums grew by 2.9%, and in 2019, adjusted
for inflation; they reached the level of USD 6.3 trillion. Risk insurance
premiums increased by 3.5% when adjusted for inflation, slightly ex-
ceeding the growth rate from 2009 to 2018. Life insurance premiums
increased by 2.2% in 2019, faster than 1.5% in 2009-2018, adjusted for
inflation (Insurance Information Institute, 2020).
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The world insurance market entered 2020 in good condition because, in 2019, the overall growth of
premiums was the biggest in the last four years. One hopes that the insurance industry will be able to
quickly overcome the global economic downturn caused by COVID-19, despite the rather unoptimistic
expert assessment of Swiss Re Institute. It is believed that the world economy has been in the grip of the
deepest recession since the Great Depression of the 1930s, which leads to a drop in demand for insur-
ance this year, especially for life insurance products (global premiums will fall by 6%), while the risk
insurance market will be stronger, with near flat growth. The total volumes of premiums are expected
to return to pre-crisis levels as early as 2021, along with a longer recovery of the global economy (Swiss
Re Institute, 2020).

COVID-19 has had a different impact on the insurance market: the number of life and health insurance
cases has risen sharply, and there has been a significant decline in travel and car insurance. However,
all insurance companies have experienced changes in the system of interaction with customers. Even
now, when more than 90% of market participants can do business remotely, they have felt the impact of
COVID-19 on attracting new and retaining old customers (Itapro, 2020).

Despite its natural conservatism, the insurance industry now seems to be at a key point of change,
and many experts consider InsurTech a great opportunity for its innovative development. It should be
noted that last year the revenue of the global InsurTech market was estimated at USD 5.48 billion and
is expected to reach 10.14 billion by 2025, with an average annual growth rate of 10.80% in the period
2019-2025 (Businesswire, 2020b). Today, it is safe to say that one of the main factors in such growth will
be the COVID-19 pandemic, which has given a significant impetus to the expansion of innovative tech-

nologies in the insurance industry.

1. LITERATURE REVIEW

The Fourth Industrial Revolution (Industry 4.0)
consists of nine pillars of technology advance-
ment, namely big data, advanced robotics, simu-
lation, augmented reality, horizontal and vertical
integration, additive manufacturing, cloud, cy-
bersecurity, and Internet of Things (IoT), which
has influenced many sectors such as manufactur-
ing, tourism, retail business, banking and insur-
ance industry (Eling & Lehmann, 2017). The digit
1 evolution is supported by advanced technologies
from Industry 4.0 that permits the innovation of
new products, value chain activities, and business
models (Schwab, 2017), especially for InsurTech
firms (Ching et al., 2020).

Financial technology (FinTech) indicates technol-
ogy usage to deliver financial services that provide
solutions for customers (Dagqar et al., 2020, p. 20).
The current market offer should be based on the
preferences of the consumer for which the product
should be adapted. Meanwhile, in the sphere of
FinTech innovations, there is an increase in con-
sumer interest in the very fact of FinTech imple-
mentations, which provide a certain but shallow

2

detuning from the competitive supply in the mar-
ket (Bukhtiarova et al., 2018).

The very concept of InsurTech originated not so
long ago as one of the areas of FinTech. InsurTech
is a set of innovative technologies at the intersec-
tion of information and insurance services. Even
before the pandemic, some insurers began the
transition to digital technology in search of more
individual and efficient services, and many tech-
nology providers introduced innovations into the
industry (L. Klapkiv & J. Klapkiv, 2017; Lyskawa
et al., 2019). Video connection, Viber, Telegram,
WhatsApp, and e-mail are used when processing
insurance indemnity applications. The use of such
technologies as drones provides the insurance
company with a rapid collection of information
and rapid assessment of losses.

In 2018, for the first time, Lloyd’s introduced a
mandate for syndicates to electronically place re-
insurance risks. All syndicates had to place at least
10% of their risks electronically at the initial stage.
During 2019, the requirement was to process up
to 70%. Starting from January 2020, the target
was raised to 80%. The electronic placement has

http://dx.doi.org/10.21511/ins.12(1).2021.01



become a key element of the modernization pro-
gram of Future at Lloyd. The problems related to
this year’s COVID-19 pandemic have only under-
scored the importance of digital transformations
on the insurance market. The insurance and rein-
surance market of Lloyd’s of London has already
announced the upgrade of its e-underwriting and
risk placement platform, increasing the target risk
levels for all classes to 90% (Forinsurer, 2020b).

Neale et al. (2020) find that insurers writing a
higher proportion of business in the least complex
lines of insurance invest more in insurance tech-
nology. Less profitable insurers tend to invest in
underwriting technology, whereas more profita-
ble insurers invest in loss adjustment technology.
Lastly, insurers with higher losses and underwrit-
ing leverage invest more in loss adjustment ex-
pense technology.

Given the above, it is not surprising that PwC, in
its report back in 2017, stated that 86% of insur-
ers worldwide believe that companies that use
new technologies in the insurance industry, the
so-called InsurTechs, pose a threat to their in-
come. Simultaneously, more than half of respond-
ents consider innovation a priority of their strate-
gy, and they are increasingly willing to cooperate
with InsurTechs (Digitalandmore, 2017). Today,
one no longer asks whether insurers will cooper-
ate with InsurTechs but consider the cooperation
model and its scale. Technologies such as big data,
artificial intelligence, or blockchain are the future
of the industry, and both insurers and customers
will feel the consequences of their implementation.

Blockchain is a continuous sequential chain of
blocks containing information built according
to certain rules. Blockchain - or more correctly,
Distributed Ledger Technology - is not a com-
pletely new technology. In fact, it has been in use
for over 10 years in the field of cryptocurrency. In
the business and insurance world, it enables infor-
mation to be shared quickly, securely, and confi-
dentially with the added bonus of immutability
and smart contracts.

It is commonly known that the insurance indus-
try consumes and shares data in high quantities.
Much of this information is private data on in-
dividuals, and reliance on this information re-

http://dx.doi.org/10.21511/ins.12(1).2021.01
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quires trust and transparency. Blockchain helps
provide users and data owners with confidence
in the authenticity of the data and its security
(Marke, 2019, p. 4).

Kim and Song (2018) also analyzed the acceptance
of insurance services using blockchain technology.

By intensifying the introduction of artificial in-
telligence technologies, the Internet of Things
(Bogoviz et al., 2019), and big data, insurers want
to improve pricing, underwriting, claims process-
ing, and interaction with customers, the system
for detecting and combating insurance fraud.

Machine learning algorithms learn patterns from
data (Blier-Wong et al., 2020).

It is also actively used in telematics insurance
(Baecke & Bocca, 2017). Telematics devices meas-
ure several elements of interest to insurers: mile-
age; time of day; the route of the vehicle (global
positioning system or GPS); rapid acceleration;
abrupt braking; sharp turns; and airbag deploy-
ment. The collected data level usually reflects the
type of used telematics technology and the will-
ingness of policyholders to share personal data.
This technology allows revealing peculiar car us-
age features and calculating the individual tariff.
It is also used in real estate insurance when hous-
es are equipped with “smart” sensors, and the
size of the insurance premium is calculated indi-
vidually, taking into account all the apartment’s
features. Also, in the case of an insured event
(smoke in the apartment), the insurer’s repre-
sentative gets in touch with the owners, reassures
people, and calls emergency services (Arnautov,
2017, p. 98).

Chatbots are also widely used. The implemen-
tation of service innovations based on chatbot
technology can contribute, among other benefits,
to improving the efficiency across the insurance
value chain, reduce costs, and generate customer
loyalty and trust (Barrett et al., 2015; Ross et al.,
2016). However, despite the advantages, the adop-
tion success of chatbot technology depends on un-
derstanding the ambivalent perceptions, attitudes,
and beliefs of the main social actors (i.e., practi-
tioners and potential users) towards the customer
interface (Cardona et al., 2019).
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Currently, the number of papers on the implemen-
tation and development of InsurTech is also grow-
ing due to the widespread use of big data (Trunina
et al.,, 2019). A significant amount of Carbone’s
research (2016, 2020 a,b) was conducted to reveal
the essence of InsurTech, its impact on the devel-
opment of the insurance market, the use of finan-
cial technology instruments in certain segments
of the insurance market, and prospects for certain
segments of InsurTech in a pandemic. Hollmer
(2020) studied the impact of the COVID-19 pan-
demic on venture financing, O’Donnell (2020) -
on consumer perceptions of car insurance, Daly
(2020) - on the growth of insurance fraud dur-
ing the recession, Cartago et al. (2020) - oppor-
tunities for technical modernization of insurers,
Sheehan (2020) - on the cooperation of insurers
with BigTechs and InsurTech.

At the same time, there is a lack of comprehen-
sive research on the peculiarities of InsurTech
functioning as an ecosystem in the context of the
COVID-19 pandemic.

The article aims to study the transformations of
the institutional environment of the InsurTech
ecosystem in the context of the COVID-19 pan-
demic and identify prospects for its development
in the post-pandemic period.

2. GENERALIZATION
OF MAIN STATEMENTS

InsurTech is developing, on the one hand, in the
context of the operation of FinTech, in the insti-
tutional environment in which they originated,
and on the other hand, the powerful factors influ-
encing InsurTech are the trends of the insurance
market. This causes the transformation of views
on understanding the very essence of InsurTech.
If a few years ago, the understanding of InsurTech
was dominated by institutional and technological
approaches (Volosovych & Fomina, 2018, p. 125),
now the emphasis is increasingly on the fact that
InsurTech is an ecosystem that brings together re-
lated industries to improve customer service and
which is of greater value to insurers and their cus-
tomers (PWC, 2020). Based on this, the authors of-
fer their vision of components of the InsurTech
ecosystem (Figure 1). The various participants can

4

be divided into two groups: the ecosystem’s initi-
ator and the partners who join it voluntarily. The
unifying factors of all participants include:

o economic (gaining competitive advantage, at-
tracting new customers and retaining old cli-
ents, increase in activities’ efficiency, availa-
bility of necessary financial resources for the
introduction and use of financial technologies’
instruments);

« technological (the use of financial technology
tools that allow creating a single database of
information data, the possibility of access to it
for all participants).

Given that the InsurTech ecosystem is a kind
of financial ecosystem, it would be logical to
assume that it also has specific features of the
latter: adaptability, decentralization, custom-
er focus, inclusiveness, stability (Volosovych &
Baraniuk, 2019, p. 95). It can be seen that the use
of InsurTech tools facilitates the interaction of
insurers, insurance infrastructure institutions,
consumers of insurance services, and regulators.
Simultaneously, it requires strengthening activ-
ities’ transparency, establishing effective com-
munication, and raising the social responsibil-
ity of all participants on the insurance market
(Khovrak, 2017).

The functioning of InsurTech as an ecosystem ne-
cessitates the identification of challenges for the
insurance market in the context of COVID-19.
They include:

o ensuring the continuity of business processes
in the conditions of social distancing;

o ensuring the safety of employees and custom-
ers of insurance companies;

« creation of conditions for remote work of the
insurer’s employees, which involves their pro-
vision with appropriate technical means and
technologies to allow accessing the necessary
files and performing the necessary operations
from remote locations;

o formation of new cybersecurity protocols
(Kaigorodova et al., 2020);

http://dx.doi.org/10.21511/ins.12(1).2021.01
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Consumers of insurance services (insurer, the
insured, beneficiary, third party)

Blockchain
Big data

Basic institutes: Internet

Insurance companies

Social media data

Institutions of insurance
infrastructure:
Insurance brokers
Insurance agents
Actuaries

InsurTech startups

BigTech firms InsurTech tools

Underwriters
Dispatchers

Mobile
Chatbots
Telematic
Biometric

Experts:

scientists, rating

Artificial intelligence
Machine learning

Emergency commissioners
Surveyors
Institutions of non-
insurance infrastructure:
Banks
Firms that provide
payments
Stock market participants

agencies, journalists,
international
organizations

Institutions of state regulation Trading companies
and self-regulation Financial advisers

Travel companies
Medical institutions

Educational institutions

Figure 1. InsurTech ecosystem

o continuous operation of I'T services to support
remote work (Mustafina et al., 2018).

During the analysis, it is possible to formulate
some features of the insurance market’s function-
ing in the conditions of COVID-19:

o blurring the boundaries between insurance
companies, BigTech firms, and technology
partners. As there is a reorientation of insur-
ers aimed at digitalization at the level of in-
surance products or individual components
of the relationships with customers towards
the digitalization of the entire ecosystem
(Velichko et al., 2020). Both in-house devel-
opments and partnerships facilitate this with
InsurTech startups and software providers;

o expansion of insurers’ interaction with pol-
icyholders based on the principle of support,
the components and mechanism of which are
determined by studying the needs of consum-
ers of insurance services. Insurers offer dis-

http://dx.doi.org/10.21511/ins.12(1).2021.01

counts on car insurance, taking into account
the reduction of the time of their use; premi-
um vacations in health insurance when cli-
ents cannot use insurance products that cover
their planned surgical interventions and den-
tal care; free car and housing insurance for
National Health Service (NHS) employees in
the UK (Boffey et al., 2020);

changes in the structure of the provided in-
surance services. For example, against the
background of a pandemic, the number of
travelers decreases, and, as a result, the vol-
ume of their insurance is reduced. The mas-
sive fall in international travel demand during
the first half of 2020 translates into a loss of
440 million international arrivals and about
USD 460 billion in export revenues from in-
ternational tourism (UNWTO, 2020). The re-
cent pre-pandemic forecasts for the growth of
the global travel insurance market to USD 35
billion by 2025 (Marke, 2019, p. 6) now seems
unattainable and fantastic;
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the assessment of the risks of delayed char-
ter flights for travel companies (Prymak et
al., 2020), which was quite relevant in the
pre-pandemic period, was almost leveled in
2020 by the risks of complete closure of bor-
ders and cancellation of flights; the risks as-
sociated with travel cancellation due to a posi-
tive test or the need for treatment or self-isola-
tion in the host country in case of COVID-19;
the cancellation of mass events — festivals,
concerts, sports competitions, which usually
attract guests from different cities and coun-
tries, etc. A similar situation of reduced col-
lection of insurance payments is observed in
the segment of auto insurance. At the same
time, COVID-19 has increased demand for
life and health insurance;

increase in insurance fraud cases. According
to Accenture, only 29% of customers trust the
insurers, which is quite reciprocal on the part
of insurers, as the number of insurance frauds
is growing, leading to increased costs for the
verification of each claim (Kot, 2020). Daly
(2020) argues that the incidence of insurance
fraud, particularly in auto insurance, increas-
es during periods of recession and financial
difficulties. Insurers are vulnerable because
of so much information they store in unstruc-
tured text. The free-form text boxes in claims
notification forms and policy applications.
The information was collected via e-mails and
investigations. Not only that, but AI technol-
ogy is both a friend and a foe! Professional
fraudsters and criminals are as open to the
potential of Al as any insurer. They seek out
the weak points in digital workflows and pro-
cesses, straight-through processing (STP), and
automatic payouts (Daly, 2020);

growth in demand for parametric insurance
products due to the increasing need to com-
pensate for losses due to business interrup-
tions, which in traditional insurance prod-
ucts are not covered during a pandemic. The
positive characteristics of parametric prod-
ucts are transparency, simplicity, objectivity
in establishing the fact of the insured event,

ness insurance startup, Thimble (New York,
USA), known for its 1-month and on-demand
policies, is developing a low-limit, paramet-
ric casualty insurance for small and medi-
um-sized businesses in pandemic conditions
(Forinsurer, 2020a);

further implementation of the digital ap-
proach to interaction with customers and em-
ployees, modernization of technological in-
frastructure and expansion of data processing
capabilities, the introduction of contactless,
digital processes of underwriting and claims
settlement (KPMG, 2020). The pandemic has
contributed to the intensification in the use of
smart contracts in the insurance sector, which
are characterized by minimal human interfer-
ence in information processing, ensuring the
speed, transparency, and cost-effectiveness
of transactions, which is based on the block-
chain. Smart contracts minimize the impact
of the human factor. However, there is a risk
of computer code hacking, which increases
the demand for smart contract security au-
dit services. At the same time, there are prob-
lems with the existence of certain legal barri-
ers to the use of smart contracts, to overcome
which the Insurtech Task Force was created
in 2019 under the European Insurance and
Occupational Pensions Authority;

accelerated use of financial technologies by
insurance market participants. The pandem-
ic caused their intensification (Polinkevych
et al., 2021). This is reflected in the global in-
vestments in InsurTech. As can be seen from
Figure 2, in the first half of 2020, the volume
of global investments remained at the lev-
el of the first half of 2019 - a year with re-
cord-high investments. At the same time, in
March-April 2020, there was a decline in glob-
al investments against the background of the
pandemic in the US, although, in May-June,
there was a significant increase in global in-
vestments in InsurTech, which enabled us to
maintain the trends of 2019 in the first half of
2020 (Deloitte, 2020).

and the amount of compensation, while its According to the World InsurTech Report 2020,
drawback is a delay in the publication of state  67% of insurers have expressed their readiness to
statistics (Korvat, 2019). For example, a busi- cooperate with InsurTechs. 85% of InsurTechs want

6 http://dx.doi.org/10.21511/ins.12(1).2021.01
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Source: Built based on Deloitte (2020).

5,54

2,187

2019 2020

e Fish half

Figure 2. Global investments in InsurTech for 2016 — first half of 2020

to work with technology providers, and 83% — with

insurers. More than 60% of insurers and InsurTechs

are interested in working with BigTech companies.
One is convinced that to establish such cooperation,
companies need a new way of thinking to move

from owning opportunities and assets to sharing

access to increase efficiency and encourage partner-
ships with professionals (Itapro, 2020).

o paying attention to the issues of remote risk
identification. Insurers are not only looking
for ways to more widely and effectively use
remote visualization to assess insurance risks
and claims, but they are also stepping up ef-
forts to use the capabilities of sensors and de-
vices connected to the Internet of Things for
the same purposes (KPMG, 2020).

o active use of social networks in the process
of interaction with policyholders. For exam-
ple, the Dutch insurance company Kroodle
conducts interaction with customers entirely
through social networks. Customers log in us-
ing their Facebook credentials; they file claims,

receive quotes, and request other services
through the Facebook app (Wargin, 2020).

In the conditions of the pandemic, the accents in
the expectations of consumers of insurance ser-
vices change, under which the policy of insurers
regarding the offer of insurance products and cus-
tomer service should also be changing (Table 1).

It should be noted that to compete with companies
in the information technology industry, insurers
need to focus significantly on customer service,
crisis management, real-time responding, good
partner image, and promotion of useful insurance
products (Itapro, 2020).

The COVID-19 pandemic caused challenges for
the functioning of the insurance market and cre-
ated the basis for further prospects of its develop-
ment. About 61% of insurers in July 2020, against
57% in April, believed that COVID-19 affects the
attraction of new customers, and 42% believe that
it affects customer retention, compared to 29%
earlier (Sheehan, 2020).

Table 1. Compliance of insurers’ policies with customer expectations

Source: Compiled by the authors based on Boffey et al. (2020) and their own research.

Customer expectations

Compliance of insurers’ policies with customer expectations

i Facilitating customers’ access to the necessary information

Personalization of insurance services

: Using a model of changing consumer behavior based on the awareness of

The need for certain insurance preferences

{initial condition; an offer for good consumer behavior and a reward for it. In
i the future, such a model reduces the possibility of risks’ realization for the

: customer and the insurer

http://dx.doi.org/10.21511/ins.12(1).2021.01
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In China, in particular, the pandemic has helped
increase the use of online platforms such as Ping
An’s Group Doctor, which connects patients and
doctors and provides 900% online counseling ser-
vices, the popularity of an insurance model based
on mutual aid platforms when their customers pay
a small amount of money for participation in col-
lective insurance: in China, their number is about
300 million people (Yiu, 2020). The blockchain has
been updated during the pandemic, which simpli-
fies reimbursement in health insurance, reducing
the time for insurers to process documents and
conduct verification in partner clinics. A useful
feature of the blockchain in pandemic conditions
was that insurers could inform patients about the
actions required to process payments. The intro-
duction of electronic medical record systems has
accelerated; the basis of operations is blockchain,
which streamlines the process of filing and pro-
cessing the claims and updating personal infor-
mation, which, in turn, increases the efficiency
and coordination of medical care. In Taiwan, 11
insurers within the Preservation/Claims Alliance
Chain have introduced a blockchain technology
that delivers changes to the client’s personal infor-
mation to all group members, as well as to the in-
formation about the initiation of claims if the con-
sumer has several insurance policies of different
insurance companies (Leong & Bosworth, 2020).

This year, the main trends in the development of
insurance technologies were (Wargin, 2020) and
will remain in the near future:

o unmanned drones as a technological tool for
risk assessment when accepting insurance ap-
plications and assessing losses;

o chatbots that can interact with customers,
saving employees’ time and, ultimately, insur-
ance companies’ money. By 2025, 95% of all
customer interactions will be via chatbots;

« telematics to encourage better driving habits,
reduce claims for insurers and change the op-
erator’s relationship with customers from re-
active to proactive;

o data from social networks (social media data)
not only to implement marketing strategies
and to disseminate smart advertising but al-

so to improve risk assessment for insurers, ex-
pand opportunities to detect fraud;

o Internet of Things (IoT), which can automate
much of the data exchange of consumers who
are willing to share additional personal infor-
mation in order to save money on insurance
payments;

« machine learning, which is based on the idea
that it is possible to create machines for data
processing and learning independently, with-
out constant control in order to automate the
processes of the settlement of losses, general
administration, underwriting;

 artificial intelligence to strengthen the per-
sonalization of insurance services by finding
an individual approach to the consumer, es-
pecially when purchasing an insurance prod-
uct. Faster access to data and the exclusion of
the human factor can lead to more accurate
reporting in shorter periods;

« predictive analytics to collect a variety of data
to understand and predict policyholders” be-
havior, price and select risks, identify custom-
ers at risk of failure, identify the risk of fraud,
prioritize claims, identify claims, and predict
trends.

Hopefully, all these technologies will be actively
used by insurers in the future.

The pandemic is likely to lead to new trends.

The digitalization of brokerage and agency net-
works and their integration with the digital en-
vironment of the insurer is expected to intensify,
especially in countries where the model of inter-
action of most customers with insurers through
intermediaries has been formed. This will elim-
inate the gap between the needs of the client, in-
termediaries, and insurers and will ensure the
alignment of experiences of the consumer of
services with the price offer of the insurer, re-
gardless of how the client applies for the service.
At the same time, there may be a shift in favor of
direct sales channels for insurance products. For
example, there is a prediction for Italy with 85%
of insurance products sold through intermedi-
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aries regarding the increase in the share of di-
rect channels due to the impact of the pandemic
and the need for social distancing (Cartago et
al., 2020).

It is possible to increase the share of telematics in
car insurance. Currently, this figure is quite high
in Italy, a country with the highest use of telem-
atics, about 25% (Carbone, 2020a), in contrast to
the United States, where telematics covers only 5%
of cars, showing a significant gap between con-
sumer interest and current offers (Businesswire,
2020a). At the same time, 63% of US policyholders
are ready to switch to the telematics-based premi-
um (Carbone & McMahon, 2020). Most respond-
ents (52%) hope to obtain telematics programs
from traditional insurers, but 20% of respond-
ents chose non-traditional technology companies
such as Amazon as a future preferred option, in-
dicating a future challenge for the current market
leaders (Businesswire, 2020a). According to JD
Power, the total discounts offered by the US auto
insurance companies are about USD 10 billion. A
survey conducted by JD Power on April 14, 2020
found that only 37% of customers were aware of
discounts. People who are aware of discounts still
seek to further reduce insurance premiums by re-
ducing insurance coverage (30%) and increasing
deductibles (26%) (O’Donnell, 2020).

There will be a further development of public-pri-
vate partnerships in different sectors of the econ-
omy (Danylkiv et al., 2020), including insurance
using technological solutions, which aims to re-
duce losses not covered by the insurer (Mazaraki
& Volosovich, 2019, p. 150).

It is possible that the change of emphasis on non-
price factors (Baranovsky et al., 2020) in tender
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procurement, such as terms of payment for the in-
surance contract, the duration of the contract and
the list of insurance risks, etc., will play a signifi-
cant role in determining the winning bidder.

The variability of stock markets and the falling in-
terest rates is possible, which, in turn, will affect
the investment activities of insurance companies
(Kozmenko & Roienko, 2013), disrupting the prof-
itability of their investment portfolios (Oliinyk &
Kozmenko, 2019).

It is also important to consider the active de-
velopment of cooperation between insurers and
insurance infrastructure entities with technolo-
gy companies, which is the best way to increase
the competitiveness of the former in the market.
According to some data, during the pandemic,
the level of consumer confidence in large tech-
nology companies has increased, as evidenced
by the willingness of 44% of policyholders to
conclude insurance contracts with BigTechs in
April 2020, compared to 17% in 2016 and 36% in
January 2020 (Sheehan, 2020). According to the
World InsurTech Report (2020), approximate-
ly 67% of insurers want to work with InsurTech,
and 83% of InsurTech want to work with insur-
ers. At the same time, more than 60% of insurers
and InsurTech declare their readiness to cooper-
ate with large technology companies. The con-
nection of insurers with suppliers of innovative
technologies that connect them with health care
ecosystems will be strengthened, in particular,
this concerns Telemedi.co (Poland), Mediktor
(Spain), Medlanes (Germany), Infermedica
(Poland), Breathomix Netherlands/Romania),
reFit Systems (Mexico/Germany), HiNounou
(China/Singapore), Neurotrack (USA) (Feniks &
Peverelli, 2020).

CONCLUSION

Technologies play a vital role in the development of insurance companies, contributing to improving
the product range and gaining competitive advantages. InsurTech and insurers must work together to
create an ecosystem capable of providing added value to customers by meeting their digital needs. As
the number of digital platforms grows, insurers will increasingly face the issue of adapting their busi-
ness models to customers, intellectualization, product flexibility, and building an open ecosystem. The
success of new InsurTech initiatives will require a combination of technological excellence, marketing
skills, and knowledge of the insurance industry. The combination of these competencies will gain the

confidence of customers.
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COVID-19 creates new challenges for the insurance market, enabling it to accelerate the digital trans-
formation and implement innovations. Digitalization will be the key to transformation in distribution
channels when the direct sales market will vary greatly depending on countries and regions. COVID-19
reiterated the need for insurers to streamline, improve, and digitize loss management operations and
functions.

Insurers have become aware of the close connection between customer experience and digital strategy,
the approach to transformation, and the improvement of operations. Unmanned drones, chatbots, tele-
matics, data analysis from social networks, the Internet of Things, machine learning, artificial intelli-
gence, and forecasting analytics will continue to be widely used in the insurance market.

The development of new technologies and the insurance sector growth have influenced how insurance
claims are processed, and insurance contracts are evaluated. This occurs against the background of a
preliminary study of customer needs and their subsequent consideration, expressed in the personaliza-
tion of insurance services. In the short term, this will lead to structural changes in the insurance market,
which will be reflected in the transition from the stage of insurers’ competition with InsurTech compa-
nies to the stage of cooperation with them. On the other hand, the pandemic has strengthened BigTech’s
position in the insurance market. In the long run, these transformations may contribute to the further
growth of the insurance market.

The traditional obstacle to greater personalization has been the reluctance of customers to provide in-
surance companies with the necessary personal data. However, during the COVID-19 crisis, people
became more concerned about their health than their privacy and agreed to install mobile applications
to track COVID-19. Due to the symbiotic relationship in the exchange of data between customers and
insurers, it will be possible to create more individualized and targeted products. Insurers will be able to
better select products, breaking them down based on technical segmentation into different risk com-
ponents while assessing an individual or a company. The insured will be able to receive personalized
coverage, and the insurer will be able to set a more accurate price. A significant surge in online commu-
nication between people, including through video, will affect the system of sales of insurance products,
digital consulting through video calling, becoming increasingly popular among customers before con-
cluding an insurance contract.
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