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CEO Brief is a report highlighting key current issues the insurance industry faces.

I In the Era of Generative Al, the Use and Challenges of
Al in the Insurance Industry

ABSTRACT

Generative Al differs from traditional Al in that it can generate new content,
enabling interactions with humans based on user demands. While global
and domestic insurers apply Al in customer care and claims management,
they can also expand their roles to cover Al-related risks. Governments and
regulators worldwide have implemented measures to govern Al use and
mitigate potential risks that may slow the adoption of Al in insurance. In
order to achieve market innovation, insurers should be proactive in securing
reliability and preventing potential customer harm arising from Al use while
trying to strike the right balance between harnessing value from emerging
technology and manaaing risks appropriately.

1. Evolution of Artificial Intelligence(Al) and the Emergence of Generative Al

In the early 2000s, Artificial Intelligence (Al), which had garnered attention as a machine
learning discipline with the development of big data and computing technology, began
evolving into generative Al (Gen Al), attracting increasing interest across various sectors
of society. This report aims to examine the use cases of Al within the insurance
industry and explore various related issues.

Gen Al describes algorithms that learn content from existing data to create new
content, including images, videos, music, audio, software code, and text, based on
specific user demands. Initially, the financial industry, including insurance, used Al
technology to enhance operational efficiency. However, the advent of Gen Al is
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expected to bring about changes such as (O expanding the scope of Al use, @
enhancing Al capabilities, and @ improving Al use techniques. Gen Al's ability to create
images, documents, and code can effectively replace tasks previously performed by
humans, thereby increasing accuracy and operational efficiency. Furthermore, Gen Al's
ability to analyze unstructured data alongside conventional structured data allows for
the refinement of risk assessment, underwriting, and product development models that
insurance has traditionally offered. As a result, Al enables the provision of products that
evaluate and insure against newly emerging risks. In addition, insurers can provide
tailored customer services, improving the customer experience.

2. Use Cases of Al in the Insurance Industry

The insurance industry uses Al to enhance efficiency and advance services across the
insurance value chain. Al promotes the automation of business processes, assists
executives and employees in their tasks by enhancing efficiency, and improves customer
care to provide a seamless experience to customers. Furthermore, beyond the traditional
insurance value chain, insurers can offer tailored coverage options and services based on
personalized risk management through Gen Al. On the other hand, Gen Al can cause
damage to human life, body, or property due to errors or unintended situations that occur
during the cognitive and decision—making processes. Even in these situations, insurers
can play an essential role in mitigating potential risks newly created or expanded by Al.

After examining various use cases of Gen Al by global insurers, they expect to improve
efficiency, productivity, and customer service by applying Gen Al in areas such as
administrative processes, customer care and claims management across the insurance
value chain. Meanwhile, Korean insurers have applied machine learning—based Al to
automated administration and simple insurance claims processes and expect to expand
the use of Gen Al. However, the application level is still in the early stages.

While adopting Al in the insurance industry may streamline productivity and customer
services, there are valid concerns about traceability, reliability, bias in algorithms,

u n
]( I I Korea Insurance
Research Institute



data privacy, and cyber risks that Gen Al may exacerbate. In order to mitigate these
potential risks and promote responsible Al technology usage within the financial
industry, governments and regulators in each country have taken proactive steps,
developing various policy measures.

3. Implication

Our analysis of Al use cases in the insurance industry reveals that the adoption of
Gen Al is still in its infancy. Insurers are currently piloting its use and are optimistic
about its potential to expand its scope of use.

Governments and regulators worldwide are implementing measures to govern the
use of Al and mitigate the potential risks newly created by the expansion of Al use,
which may slow the adoption of Al in insurance. However, the high possibility of
various risks arising from Al means that the role of insurance in covering these risks
has become more critical, and the insurance industry needs to pay close attention
to potential markets and become more proactive.

The insurance industry should proactively prevent potential customer damage from
Al rather than respond passively to future regulatory changes. In the short term, it
is necessary to prepare for potential consumer harm due to staff negligence or
workforce reductions resulting from the widespread use of Al. In the long term, it
Is also essential to establish internal guidelines to ensure that Al-based risk
assessments do not exclude different groups of people. However, it is inevitable to
strike the right balance between harnessing value from emerging technology and
managing risks appropriately so that the insurance industry can effectively perform
its primary role in the rapidly changing Al landscape.

Son Jae Hee. Research Fellow
Jaehee.son@kiri.or.kr
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