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Abstract

It has been developed with a long history in most western insurance companies, in
which life insurance companies particularly aim at offering long-term contracts. In
addition, the surge in economic growth and medical cost has given rise to various health
insurance products and investment-linked insurance policies to accommodate market
demands in the past decades. Insurance companies have constantly transformed their core
systems, facing the impact of the latest financial technology. However, the financial
landscape is always unpredictable, and it is uncertain whether another modernization
project will be necessary for the coming decades.

As privacy awareness rises, Personal Data Protection Act stipulates that insurance
companies must delete customer data when requested. On the other hand, the Data
Recovery Plan necessitates regular data backup in insurance companies. Once an
insurance contract is terminated or a customer requests to delete his data, the insurance
company has to recover the backup data, delete the data, and backup again. It is a time-
consuming and costly procedure to go through.

Blockchain and bitcoin technology is characterized by their immutable data,
complete records of transactions, and anonymity. Techniques such as Ethereum and
Hyperledger Fabric lead to the creation of smart contracts, which can be self-executed
under a blockchain structure without human intervention. Through referring to the reports
from Gartner and TCS, which foresee the principal function of core systems will evolve
toward data recording integrity in the future, which aligns exactly with the blockchain
features. This paper will explore the use of blockchain technology to build a new
insurance contract model and demonstrate the architectural feasibility with different
scenarios. Finally, a specific insurance blockchain can be established according to the

nature of the commodity, reducing the complexity of the core system and retaining the
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most essential and intelligent structure of the insurance contract. No matter how the

economic environment evolves in the future, the contract can be correctly executed.

Keywords: Insurance Contract, Block Chain, Intelligent Contract
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Declining Business Value of Traditional Insurance Core Systems Across
the Five Eras of Insurance Business Model Evolution

Eral: Era 2: Era 4: Era 5:
Incumbent Industrialization Integrated Intelligent Invisible

Status Quo: Agility and Integration and Intelligent Use Embedded
Competing Efficiency: Expansion: of Information: Insurance:
on traditional Enhancing Adding seamless  Creating Embedding
business models, existing and improved additional insurance into a
customer focus  business model technical insights, value holistic product
and product capabilities and process and increased or service offering
strategy to Increase integration with automation for the customer
automation, existing and through where insurance
efficiency future ecosystem  intelligent becomes hidden
and speed to partners; understanding or a byproduct
streamline and Extending and processing
build scale participation into  of data across
cross-industry the value chain

platforms and
blurring industry

lines
Source: Gartner

Note The gray overlay represents the relative business value of the Insurance core system In each era.
745761_C

B] 2-2 Insurance Business Model Evolution Will Reduce the Role of Core Systems to Record
Keepers by 2030 (7 # % /& © Gartner 3% 2
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— Timestamp: 1520610712 ——

...................................................

Nonce: 4059

OQ 5;:;7-:- Hadelin 0.5 BTC OQ

Kirill -> Hadelin 0.7 BTC
Hadelin -> Kirill 1.1 BTC

Prev. Hash: 0000DF2ES7FB432A
Hash: 0000C4156AE3DSF7

B 2-3 v EFRRBPF (3F P Eremenko, 2018)
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Block: #2

Data:
Joe -> Kiril 1.5 BTC

Block: #3

Block: #4

Data:
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Data:
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Prev:
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< Hash:

0000DF2ES7FBA32A

derev:  0000DF2E57FBA324 P dprev.

0000C4156AE3D5F7_P
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Figure 4. Fabric network with chaincodes and ledgers attached
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