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TELE-INSURING: 
NEW POSSIBILITIES FOR CUSTOMER-ORIENTATION 

BY HARALD F.O. VON KORTZFLEISCH*. UDO WINAND"; UNIVERSITY OF KASSEL, GERMANY 

CUSTOMER-ORIENTATION 

AS STRATEGIC IMPERATIVE 
Clearly, one of the most important strate- 
gic imperatives for companies in the 
financial service sector in general, and 
especially in the insurance industry is 
customer-orientation, in particular due to 
current structural changes in the insur- 
ance industry (see empirica 1995; Prokop 
1996): 
+ The high intensity of the (Europe-wide) 

competition, measures of deregulation, 
and coming along with these structural 
changes the decline of prices lead - 
beside the need for cost reductions and 
low-priced offers - to the necessity to 
gain new customers in order to expand 
the quantity of business. 

+ The growing number of concentrations 
(mergers/acquisitions) in the insurance 
industry makes high demands on the 
care of old, in-force business customer 
relations, and on a coordinated appear- 
ance in the market. 

+ The loosing transparency regarding the 
composition of products, and the ap- 
propriateness of prices being offered 
result in high demands on the expla- 
nation of products and prices to the 
customers. 

+ The establishment of specialized and 
new, partly not from the financial serv- 
ice sector coming insurance companies 
emphasizes the necessity to demarcate 
clearly from competitors, and to offer 
services which take the individual needs 
of the customers even more into ac- 
count. 

Against this background, it seems very 
likely to think about the potentials of new 
media, information and communication 
technologies to improve customer-orien- 
tation in the insurance industry. This is 
all the more true as beside the rationali- 
zation of business processes (see Eschner 
and Nestler 1994). the improvement of 
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customer-orientation is one of the main 
goals of underwriters when implement- 
ing these new technologies (see Frese and 
Theuvsen 1996). In addition to that, the 
financial service sector is one of the ear- 
liest users ('pioneers') of any new kind of 
information technology and therefore best 
suited for the use of new media and com- 
munication technologies, too (see 
Wieland 1993). 

The main characteristic of tele-insuring is 
self service. According to figure 1, two 
technology/location-driven variants of self 
service via tele-insuring can be distin- 
guished (see Verband 1994): 
1. So-called 'tele-insuring centers', i.e. 

multimedia self service terminals in: 
a) non expected places, for example 

railway stations, airports, shopping 
malls, gas stations, trains, travel 
agencies, car rentals, hotels, post of- 
fices, private or public office build- 
ings; 

b) more common places, such as in- 
surance agencies, insurance offices, 
or branch banks of the one shop- 
shopping associations. 

2. 'Home-insuring', i.e. customer self 
service from home (and/or work place): 
a) television-based (audiotext, dynamic 

videotext, interactive videotext, in- 
teractive/business television); 

b) internet/ WWW-based or online 

I I services-based. I 

+ at non traditional places, for 
example railway stations. 
airports. shopping malls etc.; 
at more traditional places. 
such as insurance agencies. 
insurance offices e t c  

I Figure I Technology/ocation-driven variants of tele-insuring 

Home-Insuring I 
+ Television-based (audiotext, 

dynamic videotext, interac- 
tive videotext, interactive/ 
business television); 

+ online services-based or 
interneWW-based. 
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Focus THEME 

The potentials of tele-insuring centers 
highly depend on the kind of products 
being offered, and the target groups be- 
ing faced, as far as both are influenced by 
the locations of the self service terminals 
(Verband 1994). Locations with high num- 
bers of visitorsl'casual customers' (e.g.. 
airports, railway stations) are unsuitable 
for qualified and complex business, and 
for the target group of policy in force- 
customers, too. This is due to the fact that 
these locations do not offer the adequate 
anonymity and the required quiet atmos- 
phere. The mentioned locations are only 
suitable for tele-insuring centers if the ter- 
minals call the customer's attention to her 
or his needs, and if the offered products1 
services are able to meet the immediate 
demands (e.g., travel insurances at an air- 
port). The use of tele-insuring centers is 
more promising at locations like car 
rentals, car dealers, car registrations, or 
travel agencies because the customer 
might need insurances to complete the 
products or services she or he is going to 
buy. The opportunity to purchase 
insurances at the same location as the 
customer purchases the other products or 
services might be seen as an supplemen- 
tary and pleasant service from the cus- 
tomer's perspective. Due to the low de- 
gree of explanatory requirements, the so 
called 'simple business' or bulk lines (e.g., 
travel insurances, car insurances, or acci- 
dent insurances) are very appropriate to 
be offered at these locations by tele-in- 
suring centers. 

In general, more than 50 % of private 
households use standard videotext, which 
makes it very attractive for home-insur- 
ing. However, it has to be mentioned that 
the kind of normal use of videotext is pas- 
sive, comparable to the normal way tel- 
evision is used ('gogglebox'). Audiotext. 
dynamic videotext, and interactive 
videotext require an active user behavior, 
which makes a big change necessary to- 
wards (inter)activity in the behavior of the 
traditional television 'viewer'. In addition 
to that, the building of videotext pages is 
text line-oriented, and very slow which 
might influence the acceptance of 

videotext-based home-insuring nega- 
tively. Still, television, online s e ~ c e s ,  and/ 
or internet will grow together, and if in- 
teractive/businas television will become 
more prominent in private households/ 
companies, than this will in sum lead to a 
comparable potential of television-based 
home-insuring and online services-based 
or internet-based home-insuring. 

In Germany, only one insurance company 
offers home-insuring via dynamic 
videotext, i.e. Hannoversche Leben (see de 

Birkelbach, J. 'Vwsicherungen gehen 
ins Internet. US-Unternehmen dienen als 

Vorbilder - Qualitat der deutschen 
Angebote oft sehr durftig ", 

in: Die Welt, No. 17, September 11, 
1995, p. 22. 
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Society '", Workingpaper of empirica 

GmbH, Bonn 1995. 
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Tietz, B. (Ed.): Handworterbuch der 
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Eschner, K. and Nestler, A. 'Shategische 
Neuorientietung und ProzeBoptimiemng 

bei der Allianz Versichemngs-AG", 
in: Frese, E. and Maly, W (Ed.): 

Organisationsstrategien zur Sicheruilg 
dw Wettbewerbsfdhigkeit. Losungen 

deutscher Unternehmungen, Zeitschrift 
f i r  betriebswirtschaff2iche Forschurtg, 

Sondwheft 33, Dusseldorf 1994, 
pp. 33-45. 

Frese, E. and Noetel, W 
"Kundenorientierte Organisations- 

strukturen in Produktion und Vertrieb 
- Konzeption und ausgewahlte 

Ergebnisse einer empirischen Unrer- 
suchung", Arbeitspapier des 

Betriebswirtschaftlichen Instituts fur 
Organisation und Automation an der 

Univenitat zu Koln (BIFOAJ, Koln 1990. 

Gast and Moharrer 1995). In the Nether- 
lands, only the Central Beheer, the lead- 
ing direct insurance company offers home- 
insuring in a comparable way (see Verband 
1994; Hywel1995). To summarize, home- 
insuring on the basis of videotext is not 
widely spread, and seems to be not very 
attractive. 

Concerning international online services, 
only very few insurance companies are 
present on services like AOL, CompuServe, 
or MSN. Referring to national online serv- 
ices, more or less all large-scale French 
underwriters use Minitel, for example. The 
spectrum of products being offered reach 
from advertising information to the pos- 
sibility of taking out policies. However, 
Minitel is text line-oriented, i.e. the user 
interface is not very appealing. In Ger- 
many, circa 50 underwriters are present 
on T-Online, the German online service 
which is primarily used for tele-banking. 
Advertising and detailed information 
about products, calculation examples, or 
possibilities to request documents or forms 
are the dominating s e ~ c e s  being offered. 
Evaluations show that the quality of the 
contents being offered and the graphical 
user interface of T-Online are not much 
appealing to customers (see Birkelbach 
1995). 

The IntemetlWorld wide Web (WWW) is 
by far the most accepted platform for un- 
derwriters. The 'Web Hotlist of Insurance 
and Reinsurances' (WHIRR; http://www. 
cyberspace.com) gives an overview of 
some hundred American and Canadian 
insurance companies which are on the 
internet/WWW, for example (see also 
Forrer and Thomas 1995). The URL http:/ 
/www.wi2.wiso.uni-goettingen.de/versich 
lists almost 120 German insurance com- 
panies. The spectrum of products and serv- 
ices being offered comprises all kinds of 
insurance fields (e.g., car, life, household, 
companies etc.), different levels of busi- 
ness process integration (e.g., simple com- 
pany presentation, product information, 
feedback online ordering, online payment, 
online delivery) and many other additional 

1 information (e.g., games, calculators to 
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download, weather information etc.). Last 
but not least, due to the growing impor- 
tance of the internet/WWW as the 'infor- 
mation highway', and as the common de- 
nominator for online services, too the 
internet1WWW will be the accepted plat- 
form for tele-insuring. 

POTENTIALS OF TELE-INSURING 
TO SUPPORT CUSTOMER-ORIENTATION 

The strategy of customer-orientation in 
general characterizes the pretension to 
submit products or services which are op- 
timal in price, right in time, correspond- 
ing with the customer's diction, and cut 
to the individual circumstances of custom- 
ers (see Link and Hildebrand 1993). Due 
to today's situation of competition, these 
requirements refer not only to tailor-made 
produrts but also to the production in bulk, 
i.e. with highly standardized products 
('mass customization'; see Kotha 1995). 

Strategic success factors of customer-ori- 
entation in the field of the insurance busi- 
ness are as follows (following Lassmann 
1992): 
+ the quality of the insurance product 

('quality management'), 
+ the level of the supply service (espe- 

cially requirements of the (information) 
logistics), 

+ the extent of customer nearness (from 
standard insurances without variants 
to insurances which are completely 
specified by customers) and 

+ the quality of customer service/ 
aftersales field; within that field the 
level of the supply service and the in- 
dividuality within that field ('the whole 
of service orientation'). 

The quality of the insurance products as 
the customers see it, is a noticeable buy- 
ing criterion. The marking of that crite- 
rion makes a contribution to the singu- 
larity of the offer. Quality is not only 
understood as the totality of use-related 
attributeslcharacteristics of an insurance 
service (e.g., appropriate coverage of risks, 
effectiveness in case that a damage oc- 
curs), that refers to the fulfillment of given 
technical insurance requirements. In ad- 

Frese, E. and Theuvsen, L. 'Innovation 
in Organization Design: A Cross- 

Cultural Analysis", Arbeitspapier des 
Lehntuhls f i r  Allgemeine 

Behiebswirtschaftslehre und 
Organisationslehre der Univenitat zu 

Koln, Koln 1996. 

Forrer, Ch. and Thomas, G. "Financial 
Services @ Internet", Institutflr 

Versichencngswirtschajt der Universitat 
St. Gallen, St. Gallen 1995. 

de Gust, M. and Moharrer, M. 
"Ein LiickenbuLIer macht Karriere. 

Werbung in der Austastlucke: Das hoch- 
wertige redaktionelle Umfeld, die 

vielfdltigen Werbemoglichkeiten und die 
gunstigen Preise machen den RlZ-Terr 

bei der Werbewirtschaft immmer 
beliebtcr" in: Telelmages, 1995, No. 1 ,  

pp. 44-47. 

Hywel, Th. "Alternative Distribution 
Strategies: Best Practice Eromples in 

Financial Services. A Financial Services 
Management Report", ed. by SCG St. 

Gallen Consulting Group, 
St. Gallen 1995. 

dition to that, the term quality also cov- 
ers esthetical aspects ('charm') of the prod- 
uct design and presentation (e.g., the 
make-up of prospects, journals, forms. 
business reports, or insurance files), or the 
gain of prestige that an insurance com- 
pany can convey to its customers (see 
Engelhardt 1974). Further more, the price 
can be interpreted as an economical ex- 
pression of the estimation of quality of an 
insurance service, and thereby can be de- 
fined as a characteristic of quality (price/ 
performance-relationship). 

After all, new media and communication 
technologies such as the intemet/WWW 
are only means to transport the purpose 
of insurance protection within the scope 
of tele-insuring. So far they have no in- 
fluence on the use-related attributes or 
characteristics of an insurance service. On 
the other hand, the possibilities of multi- 

media presentations of insurance services 
rate high. The immaterial character of in- 
surance products compels to be on the 
look-out for possibilities that go beyond 
the pure verbal, respectively textual de- 
scription of the products, and contribute 
to the charm of the products by using life- 
oriented representationslmetaphors. Here, 
multimedia offers totally new possibilities 
especially through the potentials of 'vir- 
tual reality'. Prestige in connection with 
an insurance product can be gained be- 
cause of the customer valuing the use of 
tele-insuring as very progressive in a posi- 
tive sense. ('My insurance company is up. 
to date of technology usage"). In addition 
to that, other persons surrounding the 
customer can find it interesting, too that 
the customer - and thereby indirectly the 
insurance company - is so 'up to date' 
that she or he communicates with the in- 
surance company through new media and 
communication technologies. In case that 
insurance companies are able to realize 
the economic potential benefits which can 
come along with tele-insuring (especially 
reduction of distribution costs and speed 
up of process time), low prices as a result 
of that can also lead to an increase of the 
quality of insurance products. 

The competition priority supply service - 
also designated as 'availability' - empha- 
sizes the distribution output or outward 
logistics, respectively of an insurance com- 
pany. The supply service essentially con- 
sists of: 
+ the supply time (space of time between 

the placing of an order by the customer 
and the receiving of the insurance 
policy), 

+ the supply reliability (probability of 
adherence to the promised handling 
and delivering time), 

+ the supply exactness (according to kind, 
amount, and considered facts such as 
prices or conditions), and 

+ the supply flexibility (spontaneous con- 
sideration of special needs of the cus- 
tomers (e.g., changing of payment pro- 
ceedings or life of a policy) within the 
scope of the hand over system of the 
insurance company). 
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Concerning the improvement of the sup- 
ply service, tele-insuring offers basic start- 
ing points. As discussed several times 
above, the advantages of tele-communi- 
cation in general just lie in the rapid trans- 
fer of information, so that the supply time 
within the scope of tele-insuring can be 
sped up, e.g. through the online-delivery 
of brochures or policies. 

An improvement of the supply reliability 
through tele-insuring can be expected, if 
technical problems can be avoided that 
could affect the online-communication. At 
the same time it has to be considered that 
the organizational processes are decisive 
for the supply reliability, that back the 
handling and delivering of new insurance 
applications. A technical reliable medium 
actually is no guarantor for a reliable 
online-delivery of insurance products. 

Effects on supply exactness and flexibil- 
ity can not be derived from the original 
potentials of tele-insuring, but require use- 
related technical extensions. A high sup- 
ply exactness is then reachable, when the 
programs itself automatically take care 
that forms are filled out completely and 
further processed without any manual. 
paper document bound tasks. The prob- 
ability that errors occur decreases, and the 
supply exactness increases. 

Supply flexibility can only be increased 
when tele-insuring programs offer appro- 
priate space. It has to be considered thar 
any kind of space represents a kind of 
'standardized flexibility', i.e. they have to 
be programmed like this within tele-in- 
suring applications. If this is not true, a e  
use of tele-insuring leads to a high in- 
flexibility. In addition to that requires tech- 
nical flexibility always an appropriate or- 
ganizational flexibility, too. This means 
that processes have to be designed in a 
way that changing wishes by the custom- 
ers can be handled by the insurance em- 
ployees, too. 

Multimedia causes positive effects con- 
cerning the supply service, here: the sup- 
ply exactness, when the use of the mani- 

Jugel, S. and Zwr, K. *Dimtleistungen 
als strategisches Element eines 

Technologie-Marketing" in: Marketing 
Zeitschrifffir Fonchung und Praris, 

VO~. 11, 1989, pp. 162-1 72. 

Kotha, S. "Mass Customization: 
Implementing the Emerging Paradigm 

for Competitive Advantage" in: 
Strategic Management Journal, Vol. 16., 

1995, pp. 21 -42. 

Lassmann, A. 'Organisatorische 
Koordination. Konzepte und Prinzipien 

zur Einordnung von Teilaufgaben ", 
Wiesbaden 1992. 

Link, J. and Hildebrand, K "Database 
Marketing und Computer Aided Selling. 
Stmtegische Weftbewerbsvorteile durch 

neue informationstechnologische 
Systemkonzeptionen", Miinchen 1993. 

Prokop, H. "Versichmngswirtschaff im 
Wandel - Telekommunikation im 

VeranderungsprozeB der Versicherungs- 
unternehrnen", in: Ewerdwalbesloh, G. 
[Ed.): Telekommunikation fiir Banken 

und Versicherungen 
- Finanzdienstleistungen im Wandel, 

Vortrage der am 19. Juni 1995 in 
Miinchen abgehaltenen Fachkonferenz. 

Berlin et.al. 1996. 

Verband der Lebensversicherungs- 
Unternehmen e. K, AusschuB 

fiir Betriebstechnik (1994) Tlectronic 
Insuring", Ergebnisbericht Nr. 38, 

0.0. 1994. 

Wieland, B. "Telekommunikation und 
Industriestruktur. Das Beispiel des 
Bankwesens", Habilitationsschrifr, 

eingereicht bei der Wirtschafts- und 
Sozialwissenschaftlichen Fakultat der 

Universitat zu Koln, Koln 1993. 

fold representation forms of information 
leads to a better understanding of poli- 
cies, certificates, or other documents like 
insurance conditions compared to pre- 
senting these information on paper. 

The dimension of customer nearness can 
be distinguished between an indirect re- 

lation to the customer and a direct cus- 
tomer relation. In the case of indirect cus- 
tomer relations, order-specific information 
of a customer only trigger (standardized) 
processes at the insurance company, 
whereas in the case of direct customer re- 
lations the quality of components and/or 
supply conditions of insurance services 
will individually be negotiated ('custom- 
made solutions'). This gradation of cus- 
tomer nearness can be illustrated as fol- 
lows (see Frese and Noetel 1990): 

t standard insurances without variants; 
t standard insurances with variants 

(standard components; modules); 
t insurances with customer-specific 

variants; 
+ insurances by customer specifications. 

In the case of standard insurances with- 
out variants an indirect customer-orien- 
tation exists, whereas in the other cases 
the degree of direct customer-orientation 
increases according to the named se- 
quence. 

Tele-insuring especially is suitable for the 
business with standard insurances with- 
outlwith variants, because the use of new 
media and communication technologies 
always requires standardization in order 
to program applications. In the case of 
insurances with customer specific vari- 
ants, and of insurances by customer speci- 
fications the increasing degree of direct 
customer relationships requires a much 
higher flexibility and intensity of the 
communication/interaction, and a higher 
level of 'richness' of the communication 
compared to the - usually time-asynchro- 
nous - 'back and forth sending' of texts] 
e-mails. The richness of the communica- 
tion, that is finally expressed in the com- 
bination of text, picture, audio, and video 
can be realized by using technologies such 
as picture phones or videoconference sys- 
tems. However, using communication rich 
media can not totally replace personal 
face-to-face communication. 

The importance of the customer senrice is 
increasingly emphasized as a strategic 
competitive element (see Jugel and Zerr 
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1989). Secondary services often just pro- 
vide the problem solving character of an 
insurance offer, which makes it ready for 
the market and discernible from products 
of competitors. In the scope of customer 
service the following starting points for 
customer-orientation are presented that 
can lead to an increase of the benefits for 
the customer (see Lassmann 1992): 
+ the offer of optional secondary serv- 

ices; 
+ a high level of quality and supply serv- 

ice in the area of secondary services; 
+ the offer of (customer-)individual set- 

, ondary services. 

The spectrum of services in the field of 
customer service can be differentiated be- 
tween obligatory and optional secondary 
services. Secondary services can be named 
obligatory when they are ordered by law, 
or when they are very common in the 
market or industry concerned, respectively. 
Optional secondary services are voluntary, 
i.e. they go beyond customary in the in- 
dustry concerned. Therefore an insurance 
company can reach a high degree of cus- 
tomer-orientation only through the offer 
of optional secondary services (see Jugel 
and Zerr 1989). 

Tele-insuring can be interpreted as an 
optional secondary service. At the mo- 
ment, an offer like that certainly goes be- 
yond the standard customary in this in- 
dustry. In addition to that, not only 
obligatory but also optional secondary 
services can be communicated and trans- 
ported by tele-insuring. For example, in- 
formation of any kind, e.g. 'tips and tricks' 
in connection with taxes, questions of se- 
curity, or perhaps the snow- and road- 
holding report at winter can be offered. 
Besides it can be imagined that insurance 
games or insurance-related learning soft- 
ware for students can be provided. Also, 
the permanent time- and room-independ- 
ent availability of an insurance company 
or of an online-accessible agent via tele- 
insuring can be understood as an optional 
secondary service. 

Independent of being obligatory or optional 
secondary services, the quality and supply 
service standard in the field of customer 
service (e.g., time for handling, thorough- 
nesslreliability, appearance) offers further 
possibilities to improve customer-orien- 
tation. The related existing possibilities of 
tele-insuring can analogously be trans- 
ferred from the foregoing arguments con- 
cerning the quality of the insurance prod- 
ucts, and concerning the supply service. 
Therefore they will not be specified again. 

Moreover, a high customer-orientation is 
possible by an individualization of the 
secondary services. Customer individual 
consultation or training are examples for 
high customer nearness in the field of sec- 
ondary services. Especially tele-insuring 
offers a high support potential for such a 
kind of customer individual secondary 
s e ~ c e s .  For example, individual questions 
and problems can be answered and solved 
quickly, vividly, and clearly - as far as 
they cannot already be answered by online 
available answers within so-called 'fre- 
quently asked questions' lists (FAQs). 

 CONCLUSION^ 
Since the benefits of tele-insuring in terms 
of improving customer-orientation are 
obvious, and since many underwriters are 
already on the internetlWWW we do not 
have to discuss whether insurance com- 
panies should offer tele-insuring or not, 
any more. It becomes clear that both dis- 
tribution channels, tele-insuring and tra- 
ditional 'relationship insuring' have to be 
provided in order to serve customers needs. 

Along with the increasing use of tele-in- 
suring in order to reach customers directly 

I and interactively, the customer interface 
virtually shifts towards the customer. The 
reason therefore is that tele-applications 
allow private customen: 

I + to act time-independently (24 hours; 
'day and night'), 

+ to act room-independently (from wher- 
ever she or he has tele-access). 

+ to actively surfldemand many infor- 
mationlproblem solutions, and most 
importantly 

+ to be more (inter-)active concerning 
start and realization of business proc- 
esses than they were before (e.g., fill- 
ing out forms, placing orders, choos- 
ing payment alternatives, carrying out 
transactions etc.). 

As a result of tele-insuring as a new and/ 
or additional distribution channel, proc- 
esses within insurance companies and 
within private customer's households will 
change. Looking at the customer side, 
manual tasks like doing phone calls, mak- 
ing notes, writing letters, making copies, 
storing copies, folding letters into envel- 
ops, putting stamps on envelopes, bring- 
ing letters to post offices, etc. are more or 
less replaced by tele-insuring-applications. 
Concerning underwriters, related processes 
like sorting the mail, distributing the mail 
to related professionals, getting the mail 
out of the professional's mail boxes, typ- 
ing customer dates into data bases, etc. 
will also be replaced by tele-insuring-ap- 
plications. These kinds of changes are in- 
corporated in the concept and appropri- 
ate use of tele-insuring. 

Tele-insuring stands for an (additional) 
investment for insurance companies in the 
sense of setting up a new electronic dis- 
tribution channel. This is not only true for 
direct insurances which will use phone- 
based call centers and telefax, for exam- 
ple but also true for underwriters which 
will use tele-insuring as an supplemen- 
tary channel of distribution; in principle, 
it is not correct to proceed on the assump- 
tion that traditional channels of distribu- 
tion (e.g., exclusive agents, free agents, 
broken) will totally be replaced by tele- 
insuring. In order to implement tele-in- 
suring as an economically feasible invest- 
ment it is necessary to use the economic 
potentials which come along with tele- 
insuring, i.e. potentials to reduce costs and 
time as well as to improve quality. Espe- 
cially it is neccessary to implement the 
new organizational process changes men- 
tioned above. 
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