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KEY PROBLEMS AND DIRECTIONS OF DEVELOPMENT
OF DIGITALIZATION OF THE UKRAINIAN INSURANCE MARKET

Fedorovych Iryna. Key problems and directions of development of
digitalization of the insurance market. The main problems of the development of
digitalization of the insurance market of Ukraine were analyzed. It was argued that
the main reasons for the low level of development of the insurance market
digitalization are the high cost of appropriate technological upgrades, the lack of
professional qualification of employees of insurance companies, the high level of
insurance fraud, and the overall low level of confidence in insurance companies. It
was substantiated that today the main technological trends in insurance are: chat-
bots, Big Data, Blockchain, multi-channel communication, Mobile ID, Bank ID, the
creation and maintenance of large information centers, the use of information
technology and wireless technology in insurance. It is proved that the positive factors
in the development of digitalization of the insurance market are the emergence of
the possibility of using new financial instruments in the context of digitalization, the
diversity of insurance products, the increase in the share of remote interaction of

insurance market participants, the creation of digital insurance infrastructure. The



key areas of further development of the digitalization of the insurance market are the
development of artificial intelligence and the Internet of Things, Big Data,
telematics, as well as protection systems aimed at preventing the implementation of
digital threats.
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®enopoBuu Ipuna. KiaouoBi mnpodiaeMu Ta HanpsiMM PO3BUTKY
undposizauii ctpaxoBoro puHky Ykpainu. [IpoananizoBaHo 0CHOBHI NpoOiaeMu
pO3BUTKY  IU(pOBi3allii CTPaAXOBOTO PHUHKY YKpaiHU. APrymMeHTOBaHO, WIO
OCHOBHUMH MPUYMHAMHU HU3BKOTO PiBHS PO3BUTKY HUGPOBI3AIlli CTPaXOBOrO PUHKY
€ BHCOKa BapTICTh BIJAMOBIIHMX TEXHOJOTTYHUX OHOBJIEHb, HEAOCTATHIM PIBEHb
npodeciitHoi kBami(ikaiii MpaliBHUKIB CTPAXOBUX KOMIIaHii, BUCOKUU pIBEHb
CTPaxoBOT0 IIaxpaicTBa, 3arajibHUi HUZBKUN PIBEHb JOBIPU JO CTPAXOBHUX
koMmmnaHiid. OGIpyHTOBaHO, 1[0 HA CHOTO/ITHI OCHOBHUMH T€XHOJIOTTYHUMHU TPEHIAMU
y cTpaxyBaHHi €: yaT-00Tu, Big Data, Blockchain, GaraToxananbHuil 3B'SI30K,
Mobile ID, Bank ID, ctBOpeHHss Ta OOCIyroByBaHHS BEIUKUX 1HGOPMAIIMHUX
LEHTPIB, 3aCTOCYBaHHS 1HPOPMAIIMHUX TEXHOJOTIM 1 TeXHOJOrid 0e3apOTOBOro
3B'3Ky B cTpaxyBaHHi. J[oBeieHO, 110 MO3UTHUBHUMH (haKTOpaMH BIUJIUBY Ha
pPO3BUTOK HHGPOBI3AIi CTPAXOBOIO PUHKY € MOSIBA MOKJIHUBOCTI BHUKOPUCTAHHS
HOBUX (DIHAHCOBUX IHCTPYMEHTIB B yMOBax ULU(poBi3allii, pi3HOMAaHITHICTb
CTpPaxoOBUX MPOJYKTIB, 301IbIIEHHS YAaCTKU JUCTAHIIMHOI B3a€MOIIi CTPaxOBUX
YYaCHUKIB PUHKY, CTBOPEHHS ITU(POBOi CTpaxoBoi iIHPpacTpykTypu. BeranosieHo,
10 OUTBLIICTh CTPAXOBHMKIB HAa BITUM3HSHOMY PHUHKY IPOINOHYIOTh KIIIEHTaM TaKl
MOCIYTH, SIK KYIIBJIS CTPAaXOBOrO TONICY OHJIAWH, BIPOBAKEHHS HOBITHIX
U(PPOBUX TEXHOJIOTIH y O13HEC-MPOLIECH Ta TUIAaHYBAHHS iXHbOI A1SIbHOCTI, OIJIaTa
CTPaxoOBUX TMOCIYTr JOUCTAHIIHHO. APryMEHTOBAaHO, W0 LHUGPPOBI TEXHOJIOTI]
BIIKPUBAIOTh HOBI KOHKYPEHTHI I€peBaru Jig CTPaXOBHUKIB: BIPOBAKEHHS
IHHOBAI[IMHUX TEXHOJIOTIA y OI3HEC, CTBOPEHHSI CTaTUCTUYHUX 0a3 JdaHuX,

TEXHOJIOTIYHI IU(POBI cepBiCH [Jis 1HAUBIAYalbHUX CTPaXxOBUX MPOMO3UIIIH,



cucTteMHa TpaHcdopmMailisi BITHOCHH 3 KilieHTaMu. PO3riissHyTO 10CB1A hpaHIly3bKHUX
Ta aMEpPUKAHCHKHUX KOMIIAHIM B KOHTEKCTI HU(pOBi3alii AiSIIBHOCTI CTPaXxOBHUX
KOMMAaHIA I0JI0 BUKOPUCTAHHS: TEXHOJOT1i OnokyelHy; miargpopMu Ha 0asi
IITY4YHOTO 1HTENEKTY, SIKI 3aMIHIOIOTh JIIOACHKHI BXiJl 3a JOMOMOTOK TaKHX
(GyHKIIN, SK aBTOMATUYHI PEKOMEHJallll MpPOJyKTIB; BUPIIICHHS 3alUTIB Yart-
O0oTamu. BCcTaHOBIEHO KIIOUOBI HAMpsSIMM MOAANBIIOTO PO3BUTKY HHGpOBI3aIi
CTPaxOBOT0 PUHKY: PO3BUTOK IITY4YHOI'O 1HTENEKTY Ta [HTepHeTy peueid, Big Data,
TEeNIEMAaTHKHU, & TAKOXK CUCTEM 3aXHUCTy, COPIMOBAHUX HA MEPEIIKOAHN B peai3allii
1 poBUX 3arpo3.

KurouoBi cjoBa: crpaxoBuil  pUHOK, IudpoBizaiis, IiIKUATaII3aIs,

InsurTech, Blockchain, Big Data, uudpoBi TexHOJIOT11, IHTepHETHU3AITIS.

Articulation of issue. Nowadays, the traditional insurance business model is
gradually transforming into an innovative one. Therefore, digitalization is one of the
driving factors in the development of the insurance market. The introduction of
modern digital products and technologies gives insurance companies a number of
competitive advantages, including increased decision-making speed, new
opportunities to expand the insurance portfolio, more accurate risk assessment and
fraud detection. The main purpose of implementing innovative technologies for an
individual insurer is primarily to improve insurance products and services, as well
as to increase the efficiency of its business processes. For the whole insurance
market, the digitalization becomes a massive factor in enhancing its
competitiveness. Therefore, the development of the insurance market in Ukraine is
increasingly dependent on the introduction of new technologies of digital economy,
affecting the technology of insurance, but not changing its economic essence. As a
result of the use of digital technologies in the insurance market, the efficiency and
profitability of the insurance industry will increase; new services and insurance
products will appear.

Analysis of previous studies and publications. Significant contribution to

the study of the process of digitalization in the insurance market made the following



scientists: O. Agres, V. Bazylevych, V. Galushchak, O. Gudz, S. Egorycheva, O.
Zhylyakova, V. Margasova, S. Osadets. Despite the large number of scientific
papers in the field of digitalization of insurance, practical use of digitalization
processes by Ukrainian insurers remains unresolved.

Problem statement. The purpose of the study is to consider the peculiarities
of the development of digitalization in the insurance market of Ukraine and to
provide suggestions on ways to improve it.

Statement of the basic study data. Digitalization of insurance is defined as
a part of economic relations due to the presence of insurance interests of companies
and citizens and their satisfaction by means of digital technologies. That is, digital
insurance is a means of implementing insurance based on digital technology. The
term “digitalization” means the transformation of analog forms of information
storage into a digital form and, in fact, is synonymous with the term “digitalization”
[9, p. 203].

Digitalization is also used in such processes as accounting, risk assessment,
etc. The degree of development of digitalization will largely depend on the level of
development of well-established blockchain technologies. Nowadays, the main
problems of digitalization include: the existing competition of digital channels with
other channels of services of insurers; security of access to personal data; lack of
personnel; the difficulty of using digital technology due to the need to pay high costs
for IT equipment and training of specialists.

Digitalization in the insurance sector requires the most effective use of various
innovative computer technologies to ensure optimal interaction between insurers and
policyholders. Put it another way, such action means that all functional areas of the
insurance company will change. The main objectives in this case are to increase
profits, optimize costs and develop new segments of the insurance market [7, p. 103].

Digitalization entry in the insurance market is facilitated by the emergence of
the possibility of using new financial instruments in the conditions of digitalization;
instability of the insurance service; assessment of insurance services; financial

nature of insurance activities; diversity of insurance products; increase in the share



of remote interaction of insurance participants; creation of a digital insurance
infrastructure.

The above positive results of the impact of digitalization on the insurance
market are mainly due to the new technological capabilities: the abandonment of the
circulation of paper documents, the large collection of insurance data, automatic data
processing and analysis, sharing of insurance information by different parties, the
possibility of selective analysis, the provision of insurance service to the customer
online.

There are several stages in the development of digitalization [2, p. 16]:

The first stage is the development of individual information technologies and
their use to solve specific problems, that allow improving certain aspects of any
activity;

The second stage is the development and implementation of computing
platforms, which are hardware and software complexes that provide a basic set of
services needed to perform certain tasks. In this case, the platforms can be universal
or created to perform specific management tasks;

The third stage is the development and implementation of networks at
different levels (local, regional, national and international), combining different IT
and individual IT platforms. Networks help to combine the necessary computing
platforms, which contributes to increasing their joint functionality, as well as the
creation of new business models.

The major technology trends in insurance nowadays that could revolutionize
business processes are:

- Chatbots - virtual interlocutors that can take over an important part of call
center functions, answering urgent questions and preparing insurance proposals;

- Big Data - analyzing and processing an extensive series of detailed
information about insured persons and injured parties;

- Blockchain — a distributed data access system that increases trust in online

products;



- Multi-channel communication - integration into a very convenient
environment with a variety of online and offline communication channels, including
all types of devices;

- Mobile ID, bank ID - digitization of the insurance policy, digital signature
and remote 1dentification;

- Liki24.com has developed special software that collects data from all
pharmacies on the market and collaborates with insurance companies. Once the
doctor tells the insurance company the diagnosis and the prescribed medicine, the
insurance company manager can immediately see on the map which pharmacies
have everything you need, which pharmacies can compare prices and automatically
book or order delivery.

Meanwhile, among the latest computer technologies used by modern
insurance companies should be highlighted: the creation and maintenance of large
information centers, ensuring the implementation of business processes online,
modern production technologies, the use of information technology and wireless
communication technologies in insurance.

However, there are several factors that hinder the development of
digitalization of the insurance market: the high cost of relevant technological
upgrades, the low consumer demand for insurance programs, which involve the use
of modern computer technology, the need for further adaptation of innovative
technologies to the relevant insurance products, the lack of professional qualification
of employees in the insurance industry, the high level of insurance fraud,
disinterestedness of the insurance companies in the insurance industry, which may
be the main reason for online insurance, due to large losses; overall low level of trust
in insurance institutions and insurance culture.

However, there are several factors constraining the development of
digitalization of the insurance market: the high cost of relevant technological
upgrades; low consumer demand for insurance programs that involve the use of
modern computer technology; the need for further adaptation of innovative

technologies to appropriate insurance products; insufficient level of professional



qualification of insurance companies employees in the relevant industry; high level
of insurance fraud; disinterest of insurers in large types of insurance, which may be
the main reason for the Internet insurance, because of the large losses; a general low
level of trust in insurance institutions and insurance culture.

At the present time most insurers offer their customers such services as online
insurance policy purchase, implementation of the latest digital technologies in
business processes and planning their activities, allowing the customer to pay
remotely. The processes of digitalization of the insurance sector can be accelerated
by further development of the use of computer technology in the insurance market,
obtaining permission for intermediary activities when selling insurance policies in
digital form [4, p. 5].

Most insurers offer the consumer such a service as online insurance policy
purchase, are introducing the latest digital technology into their business processes,
and are planning to expand this activity in the coming years by providing customers
with remote settlement. At the same time, these processes in the insurance sphere
can be accelerated by further development of the use of computer technologies in
the insurance market, as well as by getting approval for the intermediary activities
when selling insurance policies in digital form. Ukrainian insurance companies are
ready to offer universal products that can be purchased both online and offline.
Ukrainians are increasingly using mobile applications, because they appreciate the
simplicity and convenience of such purchases. As for the connection between the
two, the marketplaces perform 100%, which leads to the conversion of the interested
customer.

The main benefits of digitalization in the insurance market can include:
transformation of existing business strategies and expansion of the customer base;
ensuring customer loyalty; creating a business image of the insurer among
competitors; ensuring financial guarantees, optimal management structure and
effective functioning of business processes for internal stability and financial

sustainability of the insurer.



Along with this, digitalization of insurance companies improves the customer
experience and reduces the cost of customer acquisition. Customers expect the right
information to be transparent, easy to understand and fast. Insurers are trying to meet
these demands by deploying artificial intelligence-based platforms that replace
human input with features such as automated product recommendations and solving
queries by chatbots. For example, Esurance, an American insurance company, is
taking a direct digital approach to insurance customers, eliminating intermediary
agents to offer lower and more competitive rates. At the same time, the French
insurance company AXA, offers an insurance product to protect customers against
flight delays based on Ethereum blockchain. Insurers use blockchain technology to
reduce sales and distribution costs, and therefore offer microinsurance products with
low margins, which was not possible due to high sales and distribution costs [11, p.
194].

The main areas of progress in the digital transformation of the insurance
industry are:

- development of a digital risk insurance infrastructure, the purpose of which
is primarily to assess the cause of the insured event;

- insurers agree on the high strategic importance of digital transformation for
the success of their company, trying to unleash its full potential;

- past investments in digital self-service platforms and robotic process
automation have been successful;

- insurers are aware that they need new ways to adapt their workforce to
deliver a truly digital vision for the organization;

- development of artificial intelligence and the Internet;

- the quality of protective systems aimed at impeding the implementation of
digital threats.

Change management is the biggest obstacle for insurance companies on the
road to a digital organization. Insurers must make structural changes to ensure the
lasting impact of their new technology and develop their workforce, often partnering

with technology companies to address digital skills gaps.



Conclusions. Today's insurance market cannot function effectively without
the use of digital technology; it creates new opportunities for its development.
Digital technologies open new competitive advantages for insurers: the introduction
of innovative technologies in business, the creation of statistical databases,
technological digital services for individual insurance proposals, and the systematic
transformation of relationships with customers.

Many Ukrainian insurance companies have already realized the benefits of
digital insurance, as the introduction of digital innovations in the insurance market
allows policyholders to understand that they work with a company that uses the latest
tools and technologies to provide better services. At the same time, digitalization in
the insurance market helps insurers do their jobs better, speeds up the introduction
of new products into the market, and helps policyholders get better insurance terms
and services.

Therefore, the continuation of the digital transformation of the insurance
industry 1s the main driver of the Ukrainian insurance market in the near future.
Digitalization of insurance business processes becomes an effective management
lever.
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