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INSURANCE COMPANIES
NEED STRUCTURAL CHANGE

Javid R. F. Shirazi

= The insurance industry, as a deeply rooted and traditional financial
sector, has always faced numerous challenges. However, in the
current era, the emergence of new technologies such as Artificial
Intelligence (Al), Machine Learning (ML), Big Data, and digital
technologies has placed this industry on the brink of a significant
transformation. These developments have not only challenged
traditional methods of delivering insurance services but have also
made the need for structural change in insurance companies more
evident than ever.

Artificial Intelligence, as one of the most powerful technological tools,
has been able to simplify complex and time-consuming processes in
the insurance industry. These processes include risk assessment,

claims processing, product pricing, and customer relationship
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management. By analyzing vast amounts of data in a short time, Al has
significantly increased the accuracy and speed of decision-making.

For example, in the field of risk assessment, Al can analyze historical
data and predict future patterns to identify potential risks with greater
precision. This not only helps insurance companies price their products

more optimally but also reduces potential losses.

With the expansion of digital technologies, customer expectations from
insurance companies have also undergone significant changes. Today,
customers seek fast, personalized, and technology-driven services.
They expect to be able to easily purchase insurance policies, make
changes, and file claims quickly and hassle-free through digital
platforms. To meet these expectations, insurance companies need to
transform their traditional structures. These changes include
developing comprehensive digital platforms, using intelligent chatbots
to answer customer inquiries, and offering insurance services through
mobile applications. These transformations not only enhance customer

satisfaction but also reduce operational costs for companies.

While new technologies have created numerous opportunities for
insurance companies, structural changes in these companies also
come with challenges. One of the most significant challenges is
resistance to change. Many insurance companies, due to their
traditional structures and conservative approaches, are slow to adopt
new technologies. This can lead to missed competitive opportunities

and a loss of market share.

Another challenge is the need for substantial investment in technology
and workforce training. Insurance companies need to invest in IT
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infrastructure, hire Al specialists, and train their employees to leverage
new technologies. Although these investments are costly in the short

term, they can yield significant returns in the long run.

Insurance companies understand that to succeed in this
transformation, they must adopt a strategic and long-term approach.

Here are a few suggestions based on international experiences:

-Developing Comprehensive Digital Platforms: Creating digital

platforms that cover all customer needs .

-Collaborating with Innovators and Startups: Partnering with innovative
companies and tech startups to develop new solutions.

-Leveraging Al for Internal Processes: Using Al to improve internal

processes and deliver better services to customers .

-Investing in Workforce Training: Educating employees to use new
technologies and adapt to changes is crucial. Without proper training,
even the most advanced technological investments cannot be

effectively utilized to achieve company goals.

In conclusion, the insurance industry stands on the verge of a major
transformation. Artificial Intelligence and digital technologies have not
only changed traditional methods of delivering insurance services but
have also highlighted the necessity for structural change in insurance
companies. Companies that can quickly adapt to these changes will
not only remain competitive but can also emerge as pioneers in this
transformation, capturing a larger share of the market. Structural
change in insurance companies is not just a necessity but a strategic

opportunity for growth and development in the digital age.
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MINISTER OF ECONOMIC
AFFAIRS AND FINANCE:

LWE.ARE
WORHING TO

ADDRESS IMBALANCES

* National News — Abdolnaser Hemmati, the Minister of Economic Affairs
and Finance, spoke at the 31st National Conference on Insurance and
Development, which was centered on gaining public satisfaction with
the insurance industry. He stated: "The insurance industry is one of the
most active financial sectors in the country, and to gain public trust,
claims must be paid promptly and at the right time. On the other hand,
the financial strength of the insurance industry requires risk

management and the technical adjustment of insurance rates."

The head of the Ministry of Economy continued: "Today, we have no
choice but to prioritize life insurance. The insurance penetration rate in
the country, considering the GDP, can ultimately grow up to three
percent. Globally, the growth in insurance penetration is largely
attributed to the expansion of life and pension insurance."

Hemmati noted: "However, two factors—lack of investment and

inflation—prevent life and pension insurance from growing.
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Additionally, retirement insurance is currently not in a favorable state,
and one of the measures that must be taken is the establishment of

retirement life insurance."

He added: "The growth of life insurance requires proper supervision by
the Central Insurance and insurance companies. In this regard, the
performance of insurance companies that have not achieved
satisfactory returns and have failed to meet their obligations must be

improved."

The Minister of Economic Affairs and Finance emphasized: "In our
society, the most significant issue for retirees is life after retirement. It
is during this period that retirees have greater needs to cover their
living expenses. Therefore, we must find a solution for retirement life

insurance."

Hemmati stated: "We are working to address imbalances and eliminate
the root causes of inflation. Issues such as multiple exchange rates
and hidden subsidies are among the factors driving inflation in the
country. For instance, last year, due to discrepancies in exchange
rates, 1,700 ftrillion rials in rent were distributed, and over the past two
years, there has been an operational budget deficit of more than 1,000

trillion rials."

He continued: "The budget deficit itself is the primary root cause of
inflation in the country. In other words, the roots of inflation and money
printing can be found in imbalances and budget deficits. Additionally,
the imbalances in banks are due to the existence of fiscal imbalances

and budget deficits."
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