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Introduction. Digital technologies play an important role in the development of relationships in the field of
production, in the structure of education and the economy, they determine new prospects for the development
of communications, computing power, services and systems in the field of information. Recently, there has
been a rapid development of digital technologies and their active implementation in almost all areas of our
lives, including the economy. The insurance industry, like many others, is implementing intelligent, automated
solutions that improve our quality of life, customer experience, workforce efficiency, and profits. Due to the
deterioration of the epidemiological situation in the modern world associated with the spread of coronavirus, as
well as the full-scale war in Ukraine, they have shown that these opportunities are necessary to continue work-
ing without risking the health and life of both employees and customers. The introduction of various business
processes of modern FinTech solutions is gradually continuing. This leads to the improvement of insurance
products and increase their usefulness. In order to automate and simplify the ongoing processes, insurers are
beginning to actively use innovative technologies. These include chatbots, data processing in the cloud, tech-
nologies with elements of artificial intelligence [1].

InsurTech also provided much-needed flexibility to deliver value at every stage of the insurance claims life
cycle. However, the prospects that they offer testify to the fundamental changes in the insurance market. If
implemented, technological solutions such as field operations management software, can change the quality of
service and provide more than 12 times the annual return on investment for real estate insurers and emergency
services, as well as third-party administrators [2].

Insurtech (Insurance technologies) involve the use of innovative technologies designed to squeeze the ben-
efits and efficiency out of the current insurance system. Insurtech — it is a combination of the words "insurance"
and "technology" [3].

On the one hand, the selection of InsurTech tools has maddened the intensifying institutional transformations
of the insurance sector, and on the other hand, the increase in the number of technological risks and problems [4].

Analysis of recent research and publications. The problems of promotion and development of InsurTech
are associated with a large number of foreign scientists and practitioners in the fields of insurance and innova-
tion. Separate issues of InsurTech functioning were investigated by M. Carbone [5], G. Perot [6], L. Rixford
[7], D. Mohan [8], R. Balasubramanyan, A. Libarikyan, D. McElhany [9] and others. Domestic scientists study
insurance technologies in the context of their application in certain segments of the insurance market [10; 11]
as a component of the ecosystem of financial technologies [12] and in the context of their role and place in the
insurance innovation system [13]. However, despite the high level of existing theoretical developments, the
problems of institutional transformations of the insurance market under the influence of digitalization of the
economy of Ukraine and the world require further study.
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Objectives of the article. To investigate the essence of the processes of digitization of the economic space,
the main trends of the digitization of the world insurance market, to determine the development prospects for
insurance in Ukraine.

The main material of the study. InsurTech is an important component FinTech [14]. Although its strong
development in recent years has led some practitioners and academics to consider InsurTech as an independent
sector [15]. FinTech — these are innovative technologies used by financial institutions and state administration
bodies, trade organizations to meet the needs of consumers of financial, administrative services and goods in
the context of the development of the consumer economy [8].

The term "Insurtech" was originally coined in early 2010, as large technology companies started to vastly
expand into new industries and provide different service offerings to their rapidly expanding customer base.
InsurTech completely breaks the stereotype of insurance as a purely paper industry. InsurTech (from English
Insurance Technology — insurance technologies) — it is the implementation of IT innovations in the insurance
industry. As a rule, IT innovations include artificial intelligence technologies, developments in the field of cy-
ber security, analysis of large volumes of data, applications for smartphones, etc.

Taking a deeper look into the (re)insurance value chain helps to understand where Insurtechs are focusing
their efforts. We have said that Insurtechs aim to generate value by reinventing or supplementing a part of the
(re)insurance value chain. We have therefore broadly segmented the value chain into six main areas.

Globally, investments in Insurtech are growing year on year, with over 2,700 transactions recorded since
2016, resulting in a CAGR of 15.7% over the five-year period through 2020. Global InsurTech market from
$8.1 billion in 2021 to $10.42 billion in 2022, at CAGR of 29.2% to $29.8 billion by 2026, mid-30%. This
development shows the current strong trajectory of Insurtech transactions. According to FMI, in 2032 the in-
surance technology market will reach $165.4 billion [16].

)

1. Product development: Insurtechs create modern and customer- |4. Claims: Insurtechs generally use technology
focused products by designing products for emerging segments to quicken the claims closure rate and improve
(e.g. gig economy and freelance workers) or attaching insurance to | communication with the claimant

other product sales
2. Distribution: Insurtechs seek to improve the customer expe- 5. Full-stack: Insurtechs are developing

rience at the point of sale by aggregating quotes, providing tailored |solutions that extend across the entire value chain
advice or offering more streamlined contracting
3. Pricing: Insurtechs often use big data, Al and IoT devices to 6. Services: Insurtechs can offer additional
improve the accuracy of policy pricing benefits to a carrier’s insureds, such as risk
management services or financial advice

Figure 1. The reinsurance value chain

This increase is due to the increase in insurance coverage following a greater level of hospitalization during
the COVID-19 pandemic and the coronavirus outbreaks on the territory of Ukraine. Insurtech-technologies
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are used to simplify the process of reviewing claims, as well as to assess risks, draw up contracts and insure
policies. In this way, the increase in the number of claims will be required in technology, so that the process can
be made efficient and effective for customers and companies, which is expected to be in the predicted CAGR.
Based on the news about the analysis of the market, the absolute growth of the global insurance technology
market is predicted to be approximately $148.8 billion in forecasting periods from 2022 to 2032.
European investors show a strong affinity to invest in companies located in Europe and North America,
with 48 % and 31 % respectively. In Europe, targets were mainly based in the UK, France and Germany.

Global investors European investors

> 2700 transactions®
FY16-FY21

> 1100 transactions*
FY16-FY21

16.5 %

> USD 42bn CARG

Reported deal value
(across 1958 transactions)

> USD 22bn

Reported deal value
(across 873 transactions)

Figure 2. Transactions from 01.01.2016-30.09.2021
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Figure 3. Development of Insurtech deals from European investors in 2016-2022
Source: development of the authors

Looking at individual countries, however, the US leads overall, with 29 % of all reported transactions and
48 % of reported deal value (USD 10.7bn) (Table 1). This is not surprising, given that a number of very suc-
cessful Insurtech start-ups have originated in and gone on to list in the US, including the likes of Lemonade,
Oscar, Doma Holdings, Duck Creek Technologies DCT and others.

The US is followed by the United Kingdom, with 17 % of total transactions constituting USD 3.3bn report-
ed deal value, and thereafter France and Germany, with ca. 7 % of total transactions each with a reported deal
value of USD 1.4bn and USD 1.7bn respectively [16].

International experience shows that most targeted Insurtechs operate in the non-life insurance sector, seek-
ing to add value through services in the value chain.

European investors mostly targeted Insurtechs in the non-insurance sector, which accounted for more than
60% of all transactions during the review period targeting P&C or non-life companies.

Taking a closer look at these investments in Insurtechs in the non-insurance sector and what part of the
value network they support, we noted that approximately 50% of all transactions were in the service sector.
Services is where Insurtechs try to offer additional benefits to the carrier's policyholders, such as risk manage-
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Table 1
Country split of Insurtech transactions from European investors — 2016-2022
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United Kingdom #2 199 17 % 148 3321.1 15% 22.4
France #4 80 7 % 64 1438.7 6 % 22.5
Germany #3 78 7% 48 1681.1 8 % 35.0
Europe Sweden #10 37 3% 31 258.5 1 % 8.3
Spain 30 3% 26 163.8 1 % 6.3
Switzerland 25 2 % 9 353 0.2 % 3.9
Other Europe 108 9 % 76 481.2 2 % 6.3
North United States #1 334 29 % 271 10,708.0 48 % 39.5
orth Canada 16 1% 13 51.4 0.2 % 4.0
America -
Mexico 8 1 % 5 16.9 0.1 % 3.4
India #5 52 5% 41 1389.3 6 % 339
Singapore #7 30 3% 23 642.1 3% 27.9
Asia Israel #9 30 3% 22 296.3 1% 13.5
China #6 18 2 % 12 817.0 4% 68.1
United Arab Emirates 14 1% 12 69.0 0.3 % 5.8
Other Asia 31 3% 22 467.7 2% 21.3
South Africa 20 2% 17 46.5 0.2% 2.7
Australia #8 17 1% 16 315.7 1 % 19.7
Rest Kenya 6 1 % 5 12.8 0.1 % 2.6
of the world | Chile 5 0.4% 5 91.5 0.4 % 18.3
Nigeria 4 0.3% 2 0.5 0.0 % 0.2
Other Rest of the world 10 1% 5 2.7 0.0 % 0.5
Total 1152 100 % 873 22,307.0 | 100 % 25.6 Total

ment services or financial advice. This is followed by investments in areas such as Distribution and Full Stack,
with 18% and 15% of total Insurtech operations, respectively.
We see a relatively similar picture in the life segment, where more than half of all transactions are focused on
improving the service area of the value chain, driven by the need to expand customer service capabilities [16].
Full Stack Insurtechs achieved the highest average deal value, reflecting their larger end-to-end offering.

0,
R Distribution
M Life
[ Composite Full Stack

*QOther

16%

Product Development 0%

*Qther includes technology companies that focus on various financial services (incl. insurance-related aspects), among others

Figure 4. Target Insurtech companies from European investors by subsectors
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Additionally, it should be noted that while the majority of transactions were in the non-life insurance sec-
tor, the average deal value for recorded transactions was higher for target companies in the insurance segment
($38.3 million life vs. $25. USD 5 million not related to life insurance).

The highest average deal value was for full-service Insurtechs (i.e. fully operational digital insurance com-
panies), reflecting the greater end-to-end offerings these companies provide.

As the insurtech concept expands into new service areas, the solutions segment is growing faster than the
services segment. The projected CAGR for the solutions segment is nearly 26-30% over the next decade.

Based on various technologies adopted by technology-based life insurance companies, cloud computing
has become the most attractive segment in today's market. The expected growth of this segment over the fore-
cast years is almost 25.2%.
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Number of transactions with reported deal value

131 | 167 | 446 | 30 | 99 | 0
Total number of transactions

178 | 211 | 584 | 40 | 139 | 0

Figure 5. Average deal value of Insurtech transactions
from European investors by value chain in USDm

The US market occupies a dominant position in the global market, having the largest volume of insurance
capital in the other tech sector, which is estimated to be approximately $6 billion in 2022. It is also the top per-
forming country with a CAGR of 25.6% in the regional insurance technology market and will reach $58.6 bil-
lion by the end of the forecast period.

In Ukraine, other technology is not developing at the same pace as in Europe or the USA. However, Ukrainian
insurers are also on the threshold of digital transformation. Electronic insurance began to actively develop after
changes to the procedure for mandatory civil liability insurance of land vehicle owners came into force in 2018.
This legal document provided for the introduction of an electronic form of insurance contracts. Such processes
are implemented thanks to the possibility of using a digital signature and remote identification in Ukraine (Ap-
pendix Diya, Mobile ID, Bank ID). The adoption of Laws became a tangible impetus for the digitalization of
insurance policies "About electronic commerce" and "About electronic trust services". For the implementation of
insurance services, insurers mostly use official websites, less often electronic applications [17].

In Ukraine, the following marketplaces are the leaders among services that allow you to compare servic-
es and prices, as well as issue insurance policies online: "hotline.finance", the application "Privat24" and
"polis.ua". So, for example, in 2019, more than 70,000 insurance services were issued using the "hotline.
finance" online service. Every month, the volume of this service grows by an average of 10-15%, and the
number of issued policies in 2019 compared to 2018 increased more than 10 times [18]. Such indicators
were achieved mainly due to the sale of electronic policies for such services as mandatory and voluntary
civil liability insurance of owners of land vehicles, including international "Green Card" insurance, as well
as travel insurance.

Another example. An interesting case on the Ukrainian market is the Spokk application, founded in 2018.
Its first product is pet insurance. Spokk acts as an insurance intermediary and provides a full range of insurance
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services. By subscribing for 68 or 78 UAH, its users can purchase a policy for their loved one in a few clicks,
find out the decision about the insurance case almost instantly and get a refund to your payment card.

Ukrainian insurers are gradually starting to introduce cloud technologies that help store and protect insur-
ance company databases, as well as "telematics" technology — a special monitoring system that monitors user
behavior and helps to individually calculate the policy, including discounts and special offers.

The pandemic and military actions on the territory of Ukraine became a litmus test for the Ukrainian insur-
ance business. Quarantine clearly showed who is ready to switch to full online service, and who had to adapt
in an emergency mode. In 2020, 3.1 million electronic insurance contracts were issued in Ukraine, which is
almost twice as much as in the previous year, and exceeds 37% of the total share of the insurance market.

It is also worth noting the Motor (Transport) Insurance Bureau of Ukraine (MTSBU), which is the only
association of insurers that provides mandatory civil liability insurance of owners of land vehicles for damage
caused to third parties.

The MTSU began to create an innovation hub that will help develop and promote technological startups in
the financial industry, in particular, insurance and road safety.

The first steps in the work of the hub are to provide an opportunity for startups to present their develop-
ments and technological solutions to the Directorate of the Bureau, to receive consulting assistance regarding
"bottlenecks" in the work of the industry, the legislative framework and regulatory requirements in the field of
OSCPV and road safety, business processes, the specifics of customer behavior in motor insurance.

As MTSBU is an association of insurers operating in the OSCPV market, the Bureau also sees its role
in helping startups find partners among insurance companies that are members of the Bureau, promote the
creation of mutually beneficial relations between OSCPV insurers and projects developing solutions for the
technological transformation of the financial ecosystem.

MTSBU will provide informational support to startups, popularizing new ideas and technological solutions.
For the most interesting and promising ideas, the option of assistance in obtaining financing for the develop-
ment of the project is provided [18].

Looking at the global growth of Insurtech transactions and the growing excitement around future expec-
tations, there is no doubt that valuation is an important topic. However, similar to Fintechs, the valuation
Insurtechs can sometimes be difficult because the characteristics are usually not comparable to traditional,
established companies that often much larger. Insurtech are mostly young companies that use their technology
to disrupt the conventional (re)insurance industry or to improve some part of the value chain [19].

So, soon, the main trends will be insurance:

— Transformation of all products into the format of electronic policies, quick and frequent launch of new
products (including traditional, a large range of personal insurance products and products from the micro in-
surance category).

— Expanding the use of electronic payment services, activating the use of data "connecting things" in many
types of insurance.

— The beginning of the real use of "big data", providing customers with incomparably more extensive op-
portunities for self-configuration and product modification.

— Extensive use of bots in sales and service (including claims settlement), digitalization in claims settle-
ment.

Using Insurtech allows:

— significantly simplify the business processes of an insurance company, starting from concluding a con-
tract, receiving insurance payments, ending with post-sales service;

— to introduce digital technologies into ordinary insurance products, this helps to win the trust of the audi-
ence aged 18 to 35, which is not too inclined to cooperate with insurance companies of the old "model";

— save time and money for both clients and insurance companies.

New technologies are also driving changes in the insurance technology market with the introduction of
artificial intelligence (Al), which can be used to detect insurance fraud, assess risk and reduce human error in
applications [20; 21].

Insurtech explores solutions such as offering customized policies, social insurance and leveraging new data
streams from Internet-enabled IoT devices for dynamic pricing.

Insurtech helps insurers collect and analyze customer data that can be specifically used to target the right
customers at an affordable cost. In addition, through machine learning, artificial intelligence and cloud comput-
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ing, Insurtech helps the marketplace better predict consumer needs, purchase volumes, and improve insurance
decision-making and planning.

Conclusion. Even though the insurance industry lags behind the banking industry in terms of technolo-
gy, it is in a unique position to experience the full benefits of blockchain. New technology could help many
industry players deal with competitive challenges, including weak customer interest in insurance products,
limited growth in developed markets and the general trend toward digitalization. There are three categories for
insurance: enabling growth, increasing efficiency, and reducing costs by automating key processes. There is
growing interest in technologies such as artificial intelligence and machine learning that can be used to manage
demand more effectively. There is no doubt that investment in fintech and other tech will grow year on year.
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The article updates the problem of the functioning and development of the insurance market of Ukraine, which
needs drastic changes. This is a consequence of the development of the digital economy and the introduction of
innovative technologies into all spheres of economic activity through the expansion of e-commerce, e-business,
the use of various mobile applications and platforms that are widely Available and provide competitive advantages.
It is emphasized that the processes of globalization of financial markets in the world economy have already signifi-
cantly transformed the relations of insurance companies with agents in the market and prompted the modernization
of business models and technological processes. Special attention in the study is given to the analysis of changes in
the insurance market of Ukraine, which are taking place against the background of the COVID-19 pandemic and
the full-scale military invasion of the Russian Federation. Based on the analysis of the state of Ukrainian insurers, it
was concluded that the acquired level of digitalization of the financial space acted as a positive lever for preserving
financial stability for Ukrainian insurance companies and allowed them to reshape the vast majority of business
processes and communications with clients into a remote format in a short time.
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Cxpuib Bitanist BaueciaaBiBHa, kaHauaT eKOHOMIUHHUX Hayk, oleHT, HarionansHuit yHiBepcuteT «IlonTas-
cbka nonitexnika iMeni FOpis Konapariokay. [imymko Aaina JiMutpiBHa, KaHIMAAT €KOHOMIYHHX HAyK, TOLCHT,
Hanionanbuuii yHiBepeuTeT «IlonTaBcbka momitexuika iMeni FOpis Konapariokay. InsurTech: HoBi Mo:kauBocTi
PO3BHUTKY CTPAX0BOI'0 PHHKY.

VY crarti aktyaizoBaHa npooiemMa (QyHKI[IOHYBaHHS Ta PO3BUTKY CTPAaXOBOTO PHUHKY YKpaiHu, iKMW MOTpeOye
KapIuHaJdbHUX 3MiH. Lle € HacHiakoM po3BUTKY HU(POBOT EKOHOMIKH Ta BIIPOBADKEHHS IHHOBAIIHUX TEXHOIOT1H
y BCi chepu eKOHOMIYHOI AiSTTBHOCTI Yepe3 PO3LIMPEHHS eIEKTPOHHOI KOMEPLIii, eNeKTPOHHOTO Oi3Hecy, BUKOpHUC-
TaHHs PI3HUX MOOUTBHUX JOAATKiB Ta TIAaTdOpM, SIKi JOCTYIHI Uil IIMPOKOTO BHKOPHCTAHHS Ta 3a0€3MeuyIoTh
KOHKYpEHTHI niepeBaru. Haromnoruyerscs, mo nporecu rodanizanii GpiHaHCOBUX PUHKIB y CBITOBIH €KOHOMIIII BXKe
CYTTEBO TPAHC(OPMYBAIH BiJTHOCHHH CTPAXOBHX KOMIIAHiH 3 areHTaMH Ha PUHKY Ta CIIOHYKaJH JI0 MOZIepHizalii y
0i3HEeC-MOJIEIISIX 1 TEXHONOTIUHKX nporecax. Okpema yBara y CTaTTi NpUJIeHa epeBaraM BIPOBaKEHHS 1IU(po-
BUX IHHOBAIlil y CTpaxyBaHHI, ix ocodmuBoctsam i poni FinTech crapranis y cydacHux Tpancdopmartisx Ha (iHaH-
COBOMY pHHKY. B po0oTi 31ilicHeHO aHami3 AMHAMIKU 3MiHH BUKOpUcTaHHs Insurtech TexHomoriit y pizHHX KpaiHax
CBITY Ta BHSIBICHO ITO3UTUBHHUI BIUIMB HA CKOHOMIUHMH PO3BUTOK pi3HHX KpaiH. Okpema yBara y JOCIHiKeHHI
NpHiJeHa aHami3y 3MiH Ha CTPaXOBOMY PHHKY YKpaiHw, siki BizOyBatoThcs Ha T1i nangemii COVID-19 ta noBHo-
MacITabHOTO BOEHHOTO BTOPIHEHHs pociiichKoi denepaii. 3a pe3yasTaToM aHajizy CTaHy CTPaxOBUKIB YkpaiHH,
3po0JIeHO BUCHOBOK, 110 HAOYTHH piBeHb JiLKUTAIi3aLi] (hiHAHCOBOTO MPOCTOPY BHCTYNHB MO3HTHBHUM BAKENIEM
30epeskeHHs (hiHAHCOBOT CTA0LIBHOCTI AJIs YKPAiHChKHX CTPaXOBHX KOMIIaHi# 1 J03BOJUB iM y KOPOTKHI 4ac mepe-
(opmyBarH nepeBaxkarody OLTBIIICTD O13HEC-TPOLIECIB 1 KOMYHIKALIN 3 KIi€HTaMH y JucTaHLiiHui Gopmar. Taki
TpancQopMalii JO3BOIMIN IBUIKO BITHOBUTH POOOTY, yTPUMATH Ha HAJIEKHOMY PiBHI OCHOBHI (hiHAHCOBI MOKA3-
HHKH 1 HaBiTh 30€perTu NpuOyTKOBICTh AISUTBHOCTI. 3@ MiJCYMKOM JIOCIiDKEHHS BUAUICHO KaTeropii MO3UTHBHUX
3MiH y CTpaxoBOMY Oi3HecI, [0 BXKE CTAJIUCS 3aBISKU JIJDKUTANI3AIIT 1 MalOTh POIOBKYBATUCS Hajaii. 3po0IeHO
3araJbHUN BUCHOBOK ITPO Oe33amepevHy akTyalbHICTb 1 BayKIHMBICTh MOAANBIIOTO IPOCYBaHHs HU()POBUX iHHOBALIIH
y CTpaxyBaHHI B X BAOCKOHAJIEHHS KOMYHIKalliil, KaHaJiB MPpoAaxiB Ta O6i3Hec-mpouecis. Lle y mincymky nomo-
MOJKE Taity3i HOJOoNaTH KPH3y 1 CIIPUSTHME MOJANBIIOMY €(DEKTUBHOMY PO3BUTKY.

KurouoBi caoBa: pimpkuranizaiis, udpoBi3alisi eKOHOMIKH, CTpaxyBaHHs, cTpaxoBuii Oi3Hec, InsurTech,
1 (poBi iHHOBALI].
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