Bectauk Tomckoro rocyaapcTBeHHOro yHuBepcurera. JxkoHomuka. 2021. Ne 54

UDC 368.013
DOI: 10.17223/19988648/54/13

Xiaohe Xie
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The development of the digital economy has changed the economic environment, and
the digital strategic transformation of insurance companies has become an inevitable
choice for their development. I mainly use statistical and qualitative research methods
to collect data through online platforms, reports and academic conferences to study
the digital transformation of China’s insurance industry after the COVID-19 pandem-
ic. With the support of the CSC Fund, I interviewed Chinese corporate managers and
adopted their views. I analyzed the motivations, strategy, business construction and
reform results of the Chinese insurance industry’s digital transformation. I conclude
that China’s insurance industry can quickly get out of the COVID-19 crisis through
digital transformation, maintain sustained growth, improve the competitiveness of en-
terprises, and support the country’s economic recovery. The research provides expe-
rience for other countries’ insurance industries to carry out digital transformation
and respond to the COVID-19 pandemic crisis.
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Introduction

The spread of COVID-19 has caused a crisis for human social and economic
development, and the pandemic has caused a severe global economic recession,
which has also caused serious negative effects on social development. China was
the first to be hit by the COVID-19 pandemic. In February 2019, the entire coun-
try fell into a closed state, but the virus crisis was overcome within 3 months, and
the socioeconomic recovery was positive. In a state of isolation, the digital
economy has become a guarantee of the operation of the entire country.

What role did China’s insurance industry play in the crisis? How digital insur-
ance protects China’s social and economic development is worth pondering. How
digital insurance continues to play a protective role when traditional insurance oper-
ations are interrupted has aroused my interest. The transformation of traditional in-
surance to digital insurance is at the heart of my exploration.

To investigate the digital transformation of China’s insurance after the
COVID-19 pandemic, qualitative research methods are used to analyze and syn-
thesize the research-related views, experiences, and opinions of scholars, enter-
prises, and research institutions. Information is collected through a combination
of various technologies and methods, and key information is obtained through
online platform resources.
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Reasons for accelerating the digital transformation
of China’s insurance industry

The major economies in the world all regard the development of the digital
economy as a driving force for economic growth [1]. Digital insurance is an im-
portant part of the digital economy. At the same time, it has the special econom-
ic attributes of insurance to protect long-term economic growth. According to
economists’ estimates, for every 10% increase in the proportion of the digital
economy in the major economies, per capita GDP will increase by 0.5% to
0.62% [2]. Digitalization will provide from 19% to 34% of Russia’s GDP
growth, and the share of the digital economy itself may amount to 8-10% of
GDP, McKinsey estimated [3]. According to economists’ forecasts on the de-
velopment trend of China’s economic structure, by 2025 50% of China’s eco-
nomic GDP growth will be due to the development of the digital economy.
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Figure 1. The Internal Structure in China’s Digital Economy

Figure 1 shows the changes in the past six years. In terms of the internal
structure of the digital economy, the proportion of digital industrialization has
declined year by year. In 2019, the proportion of digital industry has dropped to
19.8%, and the proportion of industrial digitalization in the digital economy has
risen to 80.2% year by year.

In the continuous development of the digital economy, its contribution to
economic growth is also increasing. Figures 2 and 3 show the changes from
2014 to 2019. In 2019, the digital added value of China’s industry reached
28.7524 billion yuan, a year-on-year increase of 15.56%, accounting for 29.0%
of GDP, becoming an important force in China’s economic growth. In 2019, the
scale of China’s digital industry reached 7,077.8 billion yuan, a year-on-year
increase of 10.54%, accounting for 7.2% of GDP [4].

After the coronavirus pandemic became a global threat to the whole world in
early 2020, the activity of e-commerce platforms in the world has increased by
more than 50 percent and continues to grow [5]. COVID-19 has accelerated
China’s upgrade from consumer internet to industrial internet. This requires dig-
ital insurance to provide risk management and protection services for the devel-
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opment of the digital economy. Insurance institutions use digital technology to
accelerate deep integration with other areas of the economy and society to pro-
mote industrial transformation and upgrading, which is conducive to the digital
transformation of other industries. Digitally transformed insurance companies
help Chinese individuals or companies quickly restore normal production and
life order, ensure the stable operation of China’s economy, and maintain social
stability [6].
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Figure 2. 2014-2019 China’s industrial digitalization scale
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Figure 3. 2014-2019 China’s digital industrialization scale

Strategic direction of insurance company’s digital transformation

With the rapid development of digital technology, the digital economy has
become an unstoppable trend of the times [7]. In order to achieve the goal of a
comprehensive digitization of Chinese insurance companies, large insurance
groups first put forward overall strategic plans and ideas, and implemented spe-
cific measures to complement them [8]. In order to achieve the goal of going
“fully digital”, China’s insurance industry has borrowed from the digital trans-
formation practices of foreign companies such as Allianz [9].

First, insurance companies will take “customer digital service experience” as
their core strategy, focusing on interaction and acquiring digital capabilities for
customers [10]. As a service industry, the insurance industry will always pay
attention to changes in customer needs and preferences, while digital customer
service uses new technologies and auxiliary tools to provide customers with
simpler, faster, and more personalized services [11].



Digital transformation trends of China's insurance industry 231

Second, usually insurance companies will put the product innovation strategy
in the second place; improve user stickiness by designing core products; use
digital technologies such as big data and blockchain to develop customer histor-
ical data, continuously enrich and improve customer life and work data, and car-
ry out customer portraits; develop personalized investment and wealth manage-
ment, health, safety, and other insurance products, and provide a collection of
products that suit customers’ wishes and needs, for customers to choose inde-
pendently, and achieve the goal of customized services [12].

The third strategic direction is the cost optimization strategy. In the digital
economy era, to adapt to the rapidly changing market environment, insurance
companies tend to adopt a large platform, small front-end organizational struc-
ture, which tends to be flexible, flat, and networked, can respond to changes in
the dynamic market environment agilely and achieve low-cost trial and error, as
well as rapid innovation, high performance, independent market segmentation
and market positioning to achieve digital profitability [13].

The fourth is the business reshaping strategy. With the widespread applica-
tion of digital technology, data will run through all aspects of insurance compa-
nies’ internal operations, analyze and make decisions based on internal opera-
tional big data, optimize processes, reduce links, and improve operational effi-
ciency. The optimization of the operating cost structure brought about by the
application of digital technology will provide insurance companies with greater
room for product pricing and will also bring new competitive advantages.

The fifth is the brand strategy, which is changing the way of advertising;
paying more attention to the application of online platforms, mobile terminals,
and new media platforms; and improving customer loyalty and brand awareness
through a digitally immersive experience.

Since each insurance company has its own resources, market variance on the
combination and selection of digital strategic direction has a different tendency.
At the same time, strategic changes will be largely restricted by the business
capabilities of insurance enterprises. Insurance enterprises strategy is also its
digital strategy and business capability extension. Insurance companies usually
choose the strategic direction of digital transformation based on their business
priorities at different development stages.

Business construction for digital transformation

Digital customer service capabilities. Digitalization leads to large-scale
changes in business and society, which are becoming permanent. Markets are
gradually being filled with digital products and services, necessitating a change
in traditional business models [14]. Insurance companies rely on the past to pro-
vide products and services to improve customer experience throughout the life
cycle, historical data, using digital technology to focus on understanding cus-
tomer goals, and provide customers and their families with suitable insurance
products or services [15]. After the new coronavirus disease, several regional
epidemic property co-insurance bodies emerged in China.
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Building of a digital marketing network. Insurance companies must have suf-
ficiently developed marketing channels to provide differentiated, personalized and
customized products and services to their customers [16]. After the outbreak of the
coronavirus disease in 2019, social activities have been restricted to the greatest ex-
tent in the short term, traditional channels have almost lost their functions, and the
advantages of online platforms have become prominent.
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Figure 4. Changes in premium income of Chinese insurance companies

The digital marketing strategy of insurance companies has been successful.
Big data customer profile and precise marketing campaign management can in-
telligently match customers and products, digital marketing content, and provide
customers with a good customer experience. The construction of a digital mar-
keting network realizes differentiated marketing, rapid market configuration,
intelligent marketing management, and real-time marketing service strategy ad-
justment at a very low cost [17].

Digital product innovation for insurance companies. Digital insurance
products in the COVID-19 pandemic can accurately capture market gaps and fill
in product gaps in time. By setting up a digital product research and develop-
ment center, insurance companies not only design digital insurance products, but
also digitally transform the value chain of insurance marketing and claims set-
tlement. At the same time, they apply big data for actuarial pricing, rapid itera-
tion and rapid trial and error. Support diversified configurations such as product
responsibility splitting, product model expansion, product rule configuration,
and model-driven interface automatic generation to improve product launch
speed.

Digitalization of financial management and asset management of insur-
ance companies. After the COVID-19 pandemic, Chinese insurance companies,
in order to achieve unified management goals for the financial and business de-
partments, have a shared center for basic business processing, and specialized
financial services are outsourced to accounting firms. Extensive application of
intelligent financial systems and digital business systems to concentrate re-
sources on the business analysis side. Through the digital financial system to
predict and plan business operations, comprehensive decision-making is
achieved, and dynamic and proactive real-time business management of busi-
ness operations.
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The application of digital financial technology in the field of asset manage-
ment presents two trends: for large insurance companies to realize digital plat-
form and business network information sharing, mutual assistance in functions,
and to meet customers’ personalized investment; the other trend is to help small
and medium insurance companies and the Internet Insurance companies develop
standardized investment products and provide investors with simpler products to
achieve cost control and market expansion.

Digital operation management and risk control. After the outbreak, insurance
companies carried out digital operation and construction around business process
automation, enterprise function platformization and intelligent customer service, and
used this to promote business system optimization and improve operational efficien-
cy. Life insurance companies are mainly optimizing the agent team, enhancing agent
capabilities and building digital channels. The number of property insurance compa-
nies is more inclined to make effective use of digital technology to realize the auto-
mation and intelligence of some processes, reduce the labor cost of operations, and
increase the profit margin of insurance companies.
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Figure 5. Management costs and growth changes of China’s insurance business

With the help of big data analysis and modeling and machine learning technol-
ogy, the insurance industry has optimized the risk model in the business and real-
ized risk control throughout the digital process. It quickly updates the data and risk
assessment models of service objects through digital technology, and provides
support for the risk assessment and prior control of insurance companies. At the
business application layer, based on risk data, artificial intelligence and blockchain
and other financial technologies are used to build risk warning or interception
models such as blacklist, anti-money laundering, smart contracts, fraud identifica-
tion, and fraud identification, and apply them to all business links [18].

Digital office and employee management. After insurance companies digi-
tally transform their office systems during digital transformation, they have
achieved contactless, online and cloud-based business processing. This data-
based service capability has become a key indicator for measuring whether in-
surance companies can respond to emergencies and challenges. [19]

Fig. 5 shows the growth of insurance practitioners before the COVID-19 ep-
idemic in 2019. After the digital transformation, insurance companies have inte-
grated internal business processes and external support systems. Product devel-
opment, operation management, document operations and information technolo-
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gy support have realized the cloud collaboration model, and the number of em-
ployees has experienced negative growth.
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Figure 6. Manpower scale of China’s insurance sales staff from 2008 to 2019
(unit: 10,000 people)

While training the employees’ digital application capabilities, insurance
companies also conduct digital management of employees, conduct modular
assessments of employees’ work abilities, and manage work paths as a platform
to optimize management confidence and improve employee efficiency through
digital platforms. The platforms provide resource allocation and business sup-
port for employee customer service, optimize employees’ business capabilities,
and achieve coordinated development that increases employee income and com-
pany benefits [20].

Achievements of intelligent transformation of China’s insurance industry

After the COVID-19 epidemic in 2019, the insurance industry formulated a
data asset management system, established an organizational system for data
asset management, and integrated digital assets. Insurance companies cooperate
with research institutions to transform digital technologies, implement data
models, data security, data standards, metadata, master data, and data quality
management, and pay attention to the development of data asset service applica-
tions. They begin to comprehensively evaluate the value of data assets, focusing
on the full sharing and circulation of data assets among various platforms [21].

The insurance industry generally implements the “flexible configuration of
data storage inspection” strategy. Supervision and internal control departments
supervise insurance companies’ data standards, quality and safety. Data asset
management is included in the risk control system.

Insurance companies pay more attention to cultivating digital talents in the
industry, setting up professional digital organizations and dedicated digital
budgets and digital innovation funds to encourage employees to innovate and
conduct digital project research. The insurance industry has transformed the
management of digital talent teams in terms of talent mechanism, salary man-
agement, and performance appraisal, and the talent management model has
changed to technology companies.

With emphasis on the construction of digital culture, through presentations,
training and corresponding assessment mechanisms, the company’s management
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has cultivated the strategic awareness and execution speed of data-driven deci-
sion-making, accelerating the formation of digital enterprise culture and promot-
ing the digital transformation of enterprises in an agile and flexible way. This
guarantees the continued growth of the insurance industry during the crisis, as
shown in Fig. 7 below.
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Figure 7. 2012-2019 H1 China’s insurance technology investment scale and growth changes

Discussion

Although China’s insurance industry has achieved short-term results of data
transformation, it still has to solve many problems. The pyramidal organization-
al structure of traditional insurance companies has many levels and low deci-
sion-making response efficiency. Zhang Xin’s research proves that most tradi-
tional insurance companies are currently simply and rigidly moving offline
products, sales channels, underwriting, and claims services online through
online malls and loss-checking apps, without truly innovating channels and
models [22].

This simple supplementary form is difficult to achieve customer increment
and business benefits of digital insurance companies, and achieve differentiated
product customization for different consumer groups and consumption scenari-
os. In the short-term, small-value, single-risk standardized product market, for
domestic insurance products of the same type, Hong Kong insurance products
have certain advantages in terms of coverage, insurance costs, and expected in-
come [23]. Compared with Japanese and Korean insurance companies, Chinese
ones also lack competitive advantages, and their scientific and technological
information foundation is relatively weak.

BCG believes that the core of digital transformation is the digitization of cus-
tomers’ and employees’ behavior. It is impossible to achieve the success of the
entire digital transformation by intensively developing projects in a short period
of time. Instead, it takes 3to 5 years to make a systematic transformation. Digital
transformation needs to return to the fundamentals of insurance operations: rev-
enue growth, cost savings, and customer experience improvement. The most
difficult aspect of digital transformation is organization and culture, the integra-
tion of thinking between new and old personnel, and the learning of skills. To
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break down departmental barriers, break down organizational levels, and quick-
ly iterate and innovate, we should start with “grasping” people, establishing a
talent organization system and mechanism, and guaranteeing corporate culture.
After the epidemic is over, the digital transformation of insurance institutions
will be further deepened. The design and creation of a full-process, full-field
insurance online platform based on the insurance ecosystem, thereby building an
insurance digital community and digital ecosystem, will become the core of
competition for insurance institutions [24]. The use of Internet thinking to re-
construct the organizational form of enterprises and realize the digital reshaping
of the entire insurance value chain can quickly form business expansion and
scale effects. Traditional insurance companies will use platforms to reduce costs
and obtain economic profits, thereby maintaining a competitive advantage [25].

Conclusion

The deep recession of the global economy will become the new normal. The
biggest risk is the intensification of political and economic conflicts between
major powers, the most typical of which is the rapid change in Sino-US rela-
tions. The modern functioning of the participants in insurance relations and the
development of the insurance business are carried out in conditions of geopoliti-
cal tension, globalization and increased competition. Despite the difficulties as-
sociated with the introduction of sanctions, there is a dynamic development of
the insurance market [26].

The rapid recovery of China’s insurance industry from the COVID-19 crisis
has benefited from the success of the digital strategy. Traditional insurance
companies, Internet companies, insurance technology companies, and regulatory
agencies have jointly participated to accelerate the transformation of digital
strategies and change the landscape of the insurance industry. At the same time,
insurance companies have adopted digital thinking and technological innovation
to change product forms, service methods, and business models, and cultivate
new growth points for insurance companies.

Through its own digital transformation, China’s insurance industry has im-
proved its capabilities in risk identification, pricing, evaluation, and manage-
ment. It turned previously uninsurable risks into insurable risks, and transformed
the traditional form of post-event economic compensation into strengthening
pre-prevention risks and disaster prevention and loss reduction methods expand
the scope of insurance coverage risks and enhance the function of insurance
management risks.
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TEHJAEHIIUA IIA®POBOM TPAHCP®OPMAIIMM CTPAXOBOM OTPACJH
KUTASA INTOCJIE HAHJAEMHMHU COVID-19
Ce Csioxa

AnHoTauus. Pa3Burre nnudpoBoil IKOHOMUKH U3MEHHIO SKOHOMHYECKYIO Cpeldy, U Ludpo-
Basi cTpaTernveckas TpaHcopmalys CTPaxOBBIX KOMIIAHHE CTana HEen30eKHBIM BBIOOPOM
JUISL MX Pa3BUTUS. B OCHOBHOM MBI MCIIOJNB3YeM CTATUCTHYECKHE M KAaueCTBEHHBIE METOJbI
HCCIIeIOBaHus [U1si cOopa TAHHBIX Yepe3 OHJIAiH-IUIaT(OopMbl, OTUETHI U Hay4HbIe KOH(EpeH-
UK Uit u3ydenus udpoBoii Tpancdopmaiiy crpaxoBoil orpacnu Kuras mocne naHaeMun
COVID-19. TIpu nognepsxke CSC Fund Mbl B3I MHTEPBBIO Y KUTAHCKUX KOPHMOPATHBHBIX
MEHEDKEPOB U MPUHSUIM UX B3MIbL. [IpoaHaIM3upOBaHbl MOTHBBI, CTPAaTerys, MOCTPOCHHUE
Ou3Heca U pe3ynbraThl pedopmupoBanus HUGPOBOH TpaHCHOPMALMKM CTPAXOBOIM OTPACcIu
Kuras. Cnenas BBIBOII O TOM, YTO CTpaxoBast oTpacib Kuras MOeT ObICTPO BBIUTH U3 KPU3H-
ca COVID-19 nocpencreom 1mpoBoii TpaHchopMaIyu, MOMIEPKATh YCTOHYMBBIA pOCT,
MOBBICUTh KOHKYPEHTOCIIOCOOHOCTD NPEANPUITHH U MOUICP)KaTh BOCCTAHOBJICHUE SKOHOMHM-
KU cTpaHbl. MccinenoBaHue NpeocTaBiIseT CTPaxoBOi OTPACIM IPYTHX CTPAH OIBIT IIPOBEJIe-
Hust upoBoii TpaHcdopmaly 1 pearupoBanus Ha kpusuc nanaemun COVID-19.
KiroueBblie ciioBa: 1uhpoBasi 5KOHOMHUKA, CTPAXOBble KOMIAHKUH, HM(POBU3ALMS, CTPATErHye-
cKast TpaHcopmarys, CTpaxoBoil OM3HEC, MHHOBALIMHU B CTPaXOBaHKH, YIIPABJICHUE PUCKAMU



