Six Keys to B2C
~E-Commerce

How can insurers capture business

from the e-consumer? Firms that have
achieved B2C success focus on getting
a head start, knowing the customers

and giving them the Web tools they need.

By Johannah Rogers
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Ithough insurance
companies have em-
braced the opera-
tional, educational
and informational
opportunities gener-
ated by B2B e-commerce, the
industry has been slower to
adopt the Web as a platform
for consumer transactions—
specifically, sales. Lately,
however—despite (or per-
haps because of) the ongoing
dot-com shakeout—a grow-
ing number of insurers are
putting aside their fears of
disintermediation and recog-
nizing the potential benefits
of Internet technology for
serving customers. >>
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While actual online sales of insurance
products are stll quite small, a growing
volume of BZC mransactions are taking
place online, and a hardy core of pioneer-
ing companies are trying to get a head

The Online Insurance Consumer

checking account—online.

But who is the e-consurmer? What do in-
surance companies need to do to capture
their business and loyalty? Recent studies
indicate that, while the online insurance
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conswners are typically under 36; brand
is important to them; and insurance
products that are most casily understood
and price sensitive are purchased most
often.

A survey pub-
lished in 2000 by
IVANS
wich, CT) found

[ Greer-

P%rcljase Online, Online, Online, Online that 42 percent

N gl!flg_ ‘Research_?nllne Research Offline  No Research Avera_ge_ b consmers

Mean Dollars Spent | $1,366 ! $1,597 $1,613 $1,591 SOOI ¢ | onsider
. 38 — —42 = 43 43 41 : shopping for

Percent Male 587 ‘B5% _ 62% 54% 53% Y auto  insurance

Hours Per Week Online| 149 | {25 9.1 95 99 ¢ online, 24 per.
Purchased Anything Online|  100% |  88% 57% 57% 2% < cent would con-
Invest Online 14% 12% 4% 3% 7% T:m-w|-|~H.Im-w}-?i%

Bank Online | 29% 23% 9% 9% 12% e 21 pereent

start on gaining business [rom people
who are open (o handling Gnancial trans-
actions—whether purchasing insurance,
conducting a stock trade or balancing a

market is small (but growing), the Inter-
net is important as a medium both for re-
searching and purchasing insurance. In
its March 2000 report, “Insurance’s Re-

searched  Future,”

Forrester Research

disparate legacy systems?

Easy Answer:

We have been doing
this for years. As a
result, companies
are reducing overall
IT expenditures
while entering the
e-commerce
market in
record time.
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Tough Question:

Is there anyone who can help me
consolidate data from my multiple
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(Cambridge, MA) es-
timated that of the 258
million
that made onlme pur-

househaolds

chases in 2000, fewer
than 700,000
than 1 percent of all

or less

1S households—pur-
chased insurance on-
line. But these num-
don't tell
storv.

the
Nine

bers

whaole
percent of the insur-
ance-owning popula-
tion researched their
insurance purchases
online in 200, By
2004, according to
the Forrester study,
10 percent of house-
holds will research
$42 billion and pur-
chase 14 billion of

insurance online,

As for demograph-
s, early competi-
tors in 1320 online in-
surance report that e-
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for homeowners
msurance and 13 percent for health msur-
ance. Auto insurance sales have dominat-
ed the online insurance market, account-
mg for more than 70 percent of online in-
surance revenue in 2000, according 1o
Forrester Research.,

Toby Alfved, Internet site manager, Pro-
gressive Insurance (Mavfield Village, OH;
56.2 billion net premiwms), has found that
“the type of consumer shopping online
has not changed significantly over the Last
few years.” Al the same time, she con-
ments, "people are getting more comfort-
able on the Web. There is not as much re-
luctance to buy online as there may have
been in the past.”

Perhaps more significantly, insurers
also have learned that the Tnternet is an
enhancement, not a competitor, to exist-
ing service and distribution  channels,
“There has been a marked shift over the
last 12 months from a focus solely on e
commerce functions to the importance of
customer service functions,” according (o
Kimberly Harris, senior research analyst,
Stamford, CT-based Gartner Group, who
adds, “in the beginning, service was i sec-
ond priority. Now it is definitely a shared
priority.”

However, Harris adds a caveat: “In or-
der for growth in online insurance 1o con
finue, security needs to become more ro-
bust.” She believes digital certilicates and
public key infrastrncture still need o be
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“Focusing on the synergy nororated into

insurance Wely
of all three channels [IN-  gites before the
ternet, agent, call center] binding of insur-
is the true reading of our 2eenline canhe
made widely avail

success or failure,” says apie.
Rich Heneberry, Allstate.  Greg  Davies,
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lead insurance analyst with Walthan, MA-
based Gomez, Ine., an Internet consulting
and quality measurement firm, agrees
with this assessmoent. “The Internet is fun-
damentally changing the castomer rela
fionship dvnamic between insurers and
consumers,” he says. “Consumers are he
ginning 1o relate 1o insurers on a one-to-
one level, which means that insurance
companies themselves, not just agents,
are now part of the service husiness.”

The experiences of some of the indus-
try leaders hear out this analysis. “From
day one, it was clicks and mortar, we
have always made the Intemet part of a
synergistic approach,” comments Bob
Reiner, manager, enterprise Inlernel sys-
tem, State Farm Insurance ( Bloomington,
IL; 578 billion total assets).

At Allstate Insnrance (Northbrook, 11;
$104.8 illion ioial assets), which has
been developing a vnlfi-channel distriby-
tion approach sinee late 1999, Rich
Hencberry, assistant vice president, direct
distribution/Internet  channel, helieves
“focusing on the synergy of all three chan-
nels [Internet, agent, call center] 1s the
true reading of oar success or Gulure,”

So, what does it really take 1o capture
the econsumer and generate online in-
surance sales? Based on Inswrance &
Teclinology's interviews with both early
artlopters and industry analysts, there ap-
pedr to be six key suecess factors:

1. Strategic Goals Assessment/Cus-
tomer Needs Assessment.

What are your goals as a company? Who
are vour customers? What are their needs?
These may sound like basic questions, b
hoth insurers and analysts emphasize that
a company’s Web presence st reflect
this informettion. Insurers shonld “do (heir
homewaork and do a lot of consumer re-
search prior 1o launching an Internet -
tiative and align Web and husiness strate-
gies ta make sure that there is a connee-
tion,” advises Allstite’s Heneberry.

2. Create a Usable, Targeted and
Sticky Web Site.

Usability and site performance are some of
the key [actors insurers need 1o keep in
mind when developing their B20C e-com-
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merce strategies, “We lake greal pride in

our site’s performance,” says State Farm's

Reiner. “The site downloads quickly and
content 1s never more than two  clicks
away.”

Nothing, it appears, is too basic to be
overlooked., A survey included in New

York-based consultaney Kasina LLC's

“Top 20 Web Sites: Propenty and Casualty,
2001," finds that 30 percent of the current

P&C company Web sites do not include

hasic information, such as company sta-

usties; only five of the top 20 P&C sites in-
clude a company mission statement (see
listing, page 54).

Insurers also need to be aware of all of

their various constituencies when devel-
oping B2C imitiatives. The Web can reach
multiple audiences and none should be
overlooked. “A good Web site will com-
mumeate with consumers as well as busi-
ness partners, agents, suppliers and ven-
dors,” comments Lee Kowarski, a con-
sultant with Kasina.

Stickiness, or the success of a Web site
m attracting and keeping new and return-
Ing visitors, is another suceess factor
State Farm's Reiner believes that “turning

our site into more of an information por-
tal with real-time news feeds will help
keep customers coming back.” Keeping
content updated and synchromzed is also
unportant,
Progressive.com  recently  received
Gomez's Sprng/Summer 2001 Internet In-
WebStar
Award, which is given 1o companies re-

surance  Carrier  Scorecard
ceiving the number-one ranking overall
for their indusiry in the Gomez study (see
listing on this page). This was the fourth
_ consecilive
nave Interactiv- quarter in
which Progres-

sive  received

- WV L0 the WebStar

) Site | award. In the
'.'fii"_llfl VO sl recent
i g Cromez re-
search, Pro-

gressive  also

ranked number one in the “Ease of Use”
category and was named “Best Site for

Auto Buyers.”

3. Integration.

The Internet is not a stand-alone platform
or mediun. To be an effective service and
distribution channel, it must be integrat-
ed with back-end legacy systems, agent
systems, call centers, marketing initia-
tives and pricing and underwriting sys-
tems. “The Internet is simply another cus-
tomer relationship channel,” emphasizes
Davies of Gomez, "and integration with
other customer service functions is defi-

itely & number-one prioriry,”

Allstate recently buill an enterprise-
wide e-mail infrastruciure connecting
Web users with call centers and agents,
“Some new integration features we are
adding include a Weby Call-Back Burton,
which allows a Web user to be called by a
customer service representative within
L5 minutes of the request; text-chat con-
nectivity for help ondine; and  two-way
forms collaboration,” reports Heneberry,

Progressive has also fully integrated its
Web and eall center delivery channels, al-
lowing up-to-the-minute Web information

Top Internet
Insurance Carrier Sites
Spring 2001

. Progressive Insurance
. Allstate
. GE Financial Network
. Geico Insurance
. Amica
. SAFECO
. State Farm Insurance
8. Nationwide
9. Estrance
10. AlG Direct
11. Electric Insurance Co,
12, Prudential
13. John Hancock
14, Liberty Mutual
15, Coverna Direct
16. Travelers Insurance

Source: Gomez
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to be accessed by call center staff, ae-
cording to Alfred.

4. Innovate with Web Applications and
Real-Time Transactions.

2C online applications range from the
relatively basic, such as updating poliey
information, to the complex, such as

comparative rate quoling and electronie
claims submission. Regardless of the spe-
cific functions a company plans to add 1o
its Web site, they must serve the needs of
the e-consumer. This means “immediate
according to Kenneth
Clemmer, insurance analyst, Forrester
Research, who adds, “Web users have

gratification,”

Looking for a long-term relationship?

FINANCIALTOOLS
USER METRICS
TARGETED MESSAGING

Customer-focused tools and solution centers:
« Capture extensive user metrics
« Deliver personalized customer care
« Cultivate 1-to-1 customer relationships

By increasing customer comfort, confidence, and
knowledge, these tools more effectively merchandise
your products and services on your Web site,

If you're ready ta commit to a customer relationship of
trust, understanding, and loyalty, FinanCenter has the
tools and services to help you make it work.

Relationships for a lifetime.
FinanCenter serves over 500 clients, including:
Allstate Insurance Co, & Afflts, GEICO,
Guardian Life, Principal Financial Primus,
Sun America Inc., AIG Marketing,
American Express, and TheStreet.com,

Call us today! 1-877-208-5902
www.financenter.com/3.fcs

FIncn[@enferﬂ
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Amazon as a model. They expect immedi-
ate service, and next-day e-mail notifica-
ton just will not cut it.” This sentiment is
echoed by State Farm's Reiner, who
stresses, “Online users want immediate
answers,”

Progressive Insurance’s Alfred has
found that insurance Web sites“have to
have interactivity,. We strongly believe
that you have to return instant rates. No
one wants Lo come to a Web site and find
that there is nathing yon can do there.”
Some of the Web tools cited by insurers
as hose most frequently accessed in-
clude agent locators, quoting, online pay-
ments, updating policy information and
online claims submission.

Looking to the future, Progressive is of-
fering WA and PDA access on its site to
cnable customers to make payments, lo-
cate an agent and access claims contact
information. Although use of maobile fea-
tures is “limited at this point,” Alfred ac-

Top 20 Web Sites
Property & Casualty

Insurance
(in alphabetical order)

 AlG Insurance Co.

» Alistate Insurance Co,

» Amica Mutual Insurance Co.

* California Casualty (A+ Auto &
Home Insurance Plus)

» Electric Insurance Co.

» Esurance, Inc.

* GE Financial Network

» GEICO Direct

* The Hartford Financial Services
Group

* Infinity Insurance Co.

* |iberty Mutual Insurance Co.

 Metlife

* Nationwide Insurance Companies

* Old Guard Group, Inc.

* Progressive Insurance

* Prudential Insurance

e SAFECO Insurance

¢ State Farm Insurance

s Travelers Insurance

e 21st Century Insurance Group

Source: Kasina, LLC
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knowledges, “it offers a level of conven-
ience that we think is important and that
will become more important,”

Conversely, a Web site does not need 1o
do everything in order to be successful.
Robust tools targeted to serve the specif-
ic needs of a customer are most impor-
tant. “There are a lot of things you can do
online,” says Kasina's Kowarski, adding,
“this doesn't necessarily mean that youn
should do all of them. Providing the right
information is key—if you're in the auto
business, rate quotes should be high on
vour list."

5. Partnerships.

Although insurers need to be selective in
initiating online partnerships, such agree-
menis have the potential 1o extend mar-
ket reach and add features in a relativelv
low-cost manner. According to a recent
Gartner Group study, 46 percent of insur-
ance firms active on the Web have part-
nerships with banks, 30 percent have
partnerships with other insurance com-
panies and 22 percent have partnerships
with investment firms.

Partnerships with insurance portals
provide comparative quoting capabilities
and may generate business, The Forrester
study estimates “60 percent of insurance
researchers start at a search site and
price comparison tools are considered
some of the most valuable online.”

6. Put Tools in Place To Keep Learning.
Insurance B2C pioneers recognize that
the e-consumer is a moving target. For
example, although Progressive was one
of the first insurers to invest significantly
in the Internet, according to Alfred, “we
are still playing and always capturing in-
formation from all of our channels.”

Al State “we've done focus
groups, used third-party assessments and
have hired user interface specialists,”
says Reiner. "The process is iterative; You
just keep learning.”

Gomez's Davies emphasizes the extent
of data that can be analyzed through
server logs, feedback loops and customer
surveys. “Insurance is an industry experi-
enced in evaluating risks and mining data;
they need to integrate their expertise with

Farm,

the tools the Internet offers,” he says.
Because the B2C learning curve is still
relatively steep, Forrester's Clemmer
views the limited number of customers
currently purchasing insurance online as
a distinet advantage to insurers, “Leam (o
swim while the tide is out,” he advises.
“Learn from the kinds of customers that

are out there now. It is a small marker—
play with it, learn to price business in this
market, learn how to assess risk. If you
can do it well, the stakes will get higher
and you will succeed where others may
not.” @
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Introducing PointClickPay.com
The Internet payment pipeline.

PointClickPay gives your customers the ability to make payments
to you over the Internet and gives you a better way to receive
swift, secure funds.

PointClickPay.com, a service of Fort Knox National Company, is
a payment service provider that's customized to your company's
look and feel. It requires no additional hardware or software so
it's one less system for your IT department to support.

This seamless link allows your customers to make payments from
their checking or savings accounts and offers multiple payment
options to fit their lifestyle and needs.

We can have you up and running within weeks.

To find out about it, click on www.PaintClickPay.com. Or call toll
free 1-877-692-607| for further information.

Now you don't have to be the expert in cyber payment systems.
You just have to know the expert
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