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Executive Summary

This report will:
1. Appraise a current e business strategy that is currently being implemented by Admiral as part of their on going business strategy, with a view to analyse the benefits, limitations and challenges associated
2. Underpin research with theoretical material
3. Make Practical recommendations to encourage successful implementation of e-business strategy that is in fitting with current and emerging e business themes.

This report has been constructed through the use of academic Journals, books, reports and websites.

Through investigation, this report has identified that Admiral have utilised social media in a number of ways in order to differentiate from its competitors and create competitive advantage. 

Admiral used social media to create competitive advantage through:

· Emphasising a high quality of service
· Implementing digital disruption

Although Admiral have been able to create a strong brand value as a result of their differentiation strategy, they have not been able to benefit from from a distancing from competition as a result of an inability to create effective barriers to entry and sustainment of competitive advantage gained through innovation and digital disruption.

As a result of this report, the following recommendations have been suggested for Admiral as part of their on going e-business strategy:

1.	 Considering the mass amount of social media users and the augmented benefits of social media from a business perspective, maintain the use of social media as a form of communication with consumers and promote a high level of service.

2.	Strongly consider barriers to entry when considering further campaigns that include innovation or digital disruption.

3.    Continue using digital disruption as a way to seek competitive advantage.













1.0 Introduction

1.1 Who are Admiral?

Founded in 1993 by Henry Englehardt and David Stevens, EUI LTD, most commonly known as Admiral Group, provide a number of private insurance products, such as car, van, home and travel insurance. As a start up, with just 57 employees, one brand and no customers, Some 26 years later operate across the world, from the United Kingdom, across Europe, China and America, with more than 7000 staff and four million customers (admiral.com, 2017). 

Admiral has a proud history of profitable growth through continuous innovation (cardiffbusinessweek.com, 2016). Having made a recorded turnover of £18 million in the first year of business, Admiral have now proceeded to creating turnovers in excess of £2.58 billion with the second highest market share within the UK (Admiral Group, 2016).

Admiral are well known within their industry as a highly innovative brand, and who’s operations would be increasingly difficult without the application of e-business. Admirals innovative use of technology has led to the creation of, and being first to market with comparison websites, multicar and multiproduct policies, along with telematics policies (the use of technology to monitor the behaviour of drivers to ascertain levels of risk).




1.2 Report Objectives

Analyse the benefits, limitations and challenges associated with a contemporary e-business theme

The objectives are as follows:

1)Appraise a current e business strategy that is currently being implemented by    Admiral as part of their on going business strategy, with a view to analyse the benefits, limitations and challenges associated
2)Underpin research with theoretical material
3)Make Practical recommendations to encourage successful implementation of e-business strategy that is in fitting with current and emerging e business themes

1.2 E-Commerce

Although open to debate, E-commerce has been defined by Laudon & Traver (2010) as ‘digitally enabled commercial transactions between and among organisations and individuals.’ Despite its importance within the prominent world of technology and business, E-commerce is just a part of the bigger picture and just a subset of e-business.
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1.3 E-Business

According to Jelassi et al (2014) e business has been defined as ‘the use of electronic means to conduct an organisations business internally and/ or externally. Internally, linking employees with each other through an intranet, whilst also supporting after-sales service activities and collaborating with business partners’. According to Laudon & Traver (2010), e-commerce has been a part of business since 1995 when key concepts of were derived as a result of the ‘dot com boom’. Since then there have been behaviour changes as a result of technology, with e-business now being an integral part of most organisations. So much so that the term e-business could now be deemed redundant, and considered part of the coherent whole, considering its prominence amongst business operations. Further to this point, Chaffey (2014) has dropped the e-business altogether, and refers to it as ‘digital business’.

1.4 Corporate Strategy

According to Lynch (2006) ‘Corporate strategy can be described as the identification of the purpose of the organisation and the plans and actions to achieve that purpose’. Johnson, et al (2014, p7) highlights that strategies can exist at three main levels. Corporate-level: being concerned with the overall scope of the organisation and how value is added to the constituent business of the organisational whole. Business-level: about how the individual businesses should compete in their particular markets. Operational-level: how components of the business effectively deliver the corporate and business level strategies in terms of resources, processes and people.
1.5 Competitive advantage

Porter (1985) cites that ‘competitive advantage is the creating and sustaining of superior performance’, furthermore ‘competition is at the core of the success or failure of firms’ Porter, 1985, P1). This statement puts forward the notion that not only is the creation and sustainment of competitive advantage a key component of success, but also that it also has a significant influence over the success, profitability and longevity of the business. Organisations that are able to foster a truly meaningful competitive advantage are able to benefit through distancing from competitors, along with a strong brand identity which could mean a sustained level of success

1.7 Porters Generic strategies

One of many theoretical frameworks that aim to identify corporate strategy is the generic strategy framework. Porter (1980) set forward a theory that identified four strategic options when considering the attainment of competitive advantage. Thompson & Martin (2005, p123) describe Porters generic strategy as being ‘where companies can either seek broad advantage within an industry or focus on one or a number of distinct segments’. The framework compromises of:

· Cost leadership – The practice of reducing the cost of a particular product or service to increase profit margins
· Differentiation – The practice of offering a unique product or service to the market which could potentially command a higher price
· Focus differentiation – The practice of producing a differentiated product or service to a niche market.
· Focus cost leadership – The act of seeking advantage through cost for a niche or small segmented market





















2.0 Main Findings 

When studying the business strategy of Admiral car insurance in the context of e-business it is clear to see that social media use and digital disruption is playing a major part of their differentiation strategy. This is represented through the use of profiling consumers based on social media profiles and being first to market with a number of online services such as comparison websites.

2.1 Social media 

Social media, including social network sites, have become important digital meeting places for friends and acquaintances and are now viewed as significant communication arenas (Harrigan, 2011). Social media offers two way communications, the opportunity for individuals and businesses to capitalise on people’s networks, and a rich digital space for the exchange of electronic word of mouth (Kaplan & Haenlein, 2011). In the UK market that Admiral operate within there are currently over a 65 million population, with around 92% being internet users and 64% having active use of social media (Hootsuite, 2017). Current evidence of successful brand presence in social media, the size of the potential audience, plus the level of interactivity available in social media channels drives business interest in social media (Edelman, 2010). Particularly, for business to consumer firms, research shows that social media have changed the tools and strategies that companies use to communicate and promote their brand (Cawsey & Rowley, 2016).
 


	2.1.1 Social Media Profiles

Admiral, just like so many other organisations have realised the potential benefits associated with social media. Evidence suggests that admiral are using their social media profiles to promote a high quality service, and brand value. According to Lynch (2006) ‘branding is a specific name or symbol used to distinguish a seller’s product or service’. Lynch (2006) also goes on to state that ‘a strong brand value is often associated with a differentiation strategy’. Kasper et al (1999) defined service as “the extent to which the service, the service process and the service organization can satisfy the expectations of the user”. For most service oriented organisations, a high level of service is seen as a vital element of strategy. Evidence of this comes from (Econsultancy, 2015), who found that when marketers where asked ‘over the next five years, what is the primary way your organization will differentiate from its competitors?’ Customer service was the most popular response.

According to DeMers (2016) effective use of social media can have a huge sustainable benefit to any organisation. Effective methods to promote a high quality level of service is to ‘dole out individual attention; and to ‘encourage active participation. DeMers (2016) highlights that ‘if you want to stand out to customers, you have to give them a stand out experience. That means doling out individual attention to make a memorable, unique brand impression on certain members of your community’. DeMers (2016) also mentions the use of active participation and argues that ‘every act of participation makes your target evangelist more loyal to your brand, and that every act of participation increases the overall visibility of consumer brand affection.

Through thorough research its is clear that Admiral are using consumers to promote their high levels of service which is having a positive effect on brand value. 
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Image 1 - Source: (https://twitter.com/AdmiralUK)

Image 1 is just one of many tweets from consumers to Admiral, which have then been re tweeted by Admiral to emphasise its strong customer service. From just this one retweet, it is evident that not only are Admiral using its consumers to promote their brand and service, but are also giving individual attention. 

The effect that this has on Admiral as an organisation is that the perception of a high quality service, that offers personal, individual attention can lead to an increase in loyalty and brand value. However, some might consider that retweeting positive praise and recognition, whilst ignoring complaints and criticism might lead to a perception of bias and a reduction of trust.

2.1.2 Competitor analysis

For any organisation, the constant practice of monitoring and being both proactive and reactive to your external environment is a must. One distinct, significant advantage of the dominance of social media over the last decade is that almost every organisation will have some form of social media presence, which includes that of Admirals competitors. According to Jaradat (2017) social media is a great way to gauge your industry and see how you stand up to your competition. Zha & Li (2013) suggest that businesses leverage and analyse a wealth of textual data on social media to reveal hidden knowledge and insights to gain a competitive edge. By understanding what people think about their company, products and services, companies can act quickly and compete more effectively. (He, et al, 2016).

From research, it is evident that Admiral are using social media are differentiating from their competition through the content of their pages. Evidence shows that whilst Admiral are actively interacting with users, their competition is not. competitor’s social media profiles, such as Direct Line, Aviva and Saga, show a distinct lack of consumer engagement through a lack of two-way conversation, along with significantly less followers. Research highlights that instead of engaging with consumers, competition are simply using their online profiles to market their products and services. According to He, et al (2015)

‘Nowadays social media has become ubiquitous, and is playing an important part in people’s daily lives. As a result, a large amount of user generated content is available on social media sites. For example, in the business field, more and more consumers rely on user generated reviews to evaluate products and services prior to making purchases’

Furthermore, He, et al (2015) also highlights that ‘user generated content is offering unprecedented opportunities to organizations that can effectively manage them’. The distinct Advantage that Admiral have is that they are effectively distancing themselves from their competitors through effective competitor analysis. This is evident through the amount of user interaction and social media followers. However, just like many other strategies, there are a number of challenges associated with this strategy. For example, considering that almost every insurance provider will have a social media profile, it would be fairly easy for Admirals online strategy to be imitated. Furthermore, by Admiral openly interacting with their consumers online, both consumers and competitors can access this information, with competitors likely to use it to their advantage leading to a reduction distancing from competitors, less competitive advantage and a more competitive marketplace.

2.2 Digital Disruption

According to (Financial Times, 2012) ‘Disruptive innovations are technologies or business models that allow companies to offer simpler, less expensive products or services than have been offered before’. Press (2017) argues that digital disruption is the flip side of digital opportunity. Established companies and start ups alike enlist new technologies in the fight to dislodge incumbents, protect entrenched positions, or re-invent entire industries and business activities. 

2.2.1 Admirals Past Digital Disruption

In early 2001, confused.com was founded by Admiral. Giving consumers the opportunity to to search through more than 100 insurance providers to find the best price for their insurance products. The result of such innovation led to consumers saving time and money each year through the use of a simple, user friendly website. Its incredible success has led to over two thirds of consumers using comparison websites for everyday insurance products (Bischoff, 2016). However, whilst the benefits and perceived value for consumers has led to a significant amount of success for this industry, it has also led to some significant challenges for insurance providers.

According to Hart (2016) 

‘The advent of price comparison sites ushered in an era of unprecedented transparency which actually showed how broken some parts of personal lines had become. For the first time, dual pricing was laid bare and industry took a reputational body blow for being more expensive for loyal customers, something it has not recovered from.’

As a result of digital disruption a lack of trust from consumers towards insurance companies has formed, leading to more and more consumers looking to switch insurance providers each year, which has led to a less loyalty, less renewal business and a highly competitive market.

2.2.2 Barriers to Imitation

Barriers to entry determine the threat of new competitors entering the market of a specific industry. New entrants, bringing additional capacity and the desire to gain market share and have negative effects on the attractiveness of an industry. A challenge faced by incumbent companies is the risk of new entrants taking market share (Jelassi, Enders, & Martinez-Lopez, 2014).

Despite being first to market with Confused.com in 2001, Admiral have faced a significant number of challenges with respect to its comparison service. Its most significant challenge has been its barriers to imitation, with evidence suggesting that although being first to market with their service, they now hold the smallest market share of of the four major providers, 
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2.3 Facebook First-car-quotes

Identifying the popularity of social media amongst the younger demographic, in 2016, Admiral proceeded to use social media as a platform to rate their premiums. The initiative known as Firstcarquote, has a focus on first time drivers or owners, although anyone with a licence and Facebook profile can apply. The scheme is voluntary, and will only offer discounts, rather than price increases, which could be worth up to £350 per annum (Ruddick, 2016).

Admiral concept is that social media provides the data which could then be analysed for personality traits that are linked to safe driving. For example, individuals who are identified as conscientious and well organised will score well. In contrast, evidence that the Facebook user might be over confident – such as the use of exclamation marks and the frequent use of ‘always’ or ‘never’ rather than ‘maybe’ will count against them. (Ruddick, 2016).

This move to use social media as a way to profile consumers, offers an area of data that has yet to be utilised throughout the industry. According to Ruddick (2016) Yossi Borenstein, principle data scientist on firstcarquote, argues that ‘if this is successful, it could be revolutionary, and could be truly transformational’. However, although pursuing a differentiation strategy leads to a more sustainable financial performance compared to following a cost leadership strategy, it entails the highest amount of risk (Banker et al, 2014). 

In fitting with the level of risk associated with a differentiation strategy, Admiral have faced a number of challenges in relation to their Firstcarquote. The first challenge was a breach of user’s privacy and ethics. According to Cowburn (2016) ‘such intrusive practices could see decisions being made against certain groups based on biases about race, gender, religion or sexuality – or because their posts in some way mark them as unconventional. Ultimately, this could change how people use social media, encourage self-censorship in anticipation of future decisions’. Further challenges Admiral faced as a result of basing premiums on social media profiles was a breach of Facebooks rules. According to (Titcomb, 2016) as a result of a breach of Facebooks terms, who dictate that ‘data obtained from Facebook should not be used to make decisions about eligibility’, just hours before its launch, Facebook cut it off, which then led to Admiral re launching the app with ‘limited functionality.

The challenge that Admiral face here, as a result of their drive to offer innovative services such a Firstcarquote to their consumers is a high level of risk. Its evident that whilst Firstcarquote is in use, it functions have been restricted as a result of activists, along with breaching Facebook terms and conditions. A further challenge that Admiral face is that although differentiation strategies are associated with premium pricing, Admiral are using Firstcarquote as a way to reduce premiums and award discounts. However, the advantage to Admiral, and the reason that the use of Firstcarquote could be considered a differentiation strategy is the use of algorithms to determine from someone’s social media profile whether prospective customers would be careful drivers (Griffin, 2016). Conversely, the use of collecting data to attain customers that are less likely to cost an organisation money through lesser amount of claims also displays areas of cost leadership. Considering differentiation strategies often lead to a more profitable turnover than cost leadership, it would appear that Admiral are offering innovative services as a way to cut cost, which is likely to lead to a reduction in turnover, and a potential higher profit margin.

3.0 Conclusion

Admiral, just like most organisations have recognised the benefits of social media and have used social media in a number of fashions as part of their differentiation strategy with different levels of success.  

As a first step Admiral have created a number of social media accounts on platforms such as Facebook, Twitter and YouTube and used this as a method of communication with consumers. Although the presence of a social media profile by a business could not be considered as a differentiation strategy, due to the mass amount of businesses that are doing so, its what Admiral are doing with their profiles along with the promotion of their brand that help promote their differentiation strategy. Admiral have been able to successfully communicate with their customers in a truly unique way through giving individual attention to consumers who interact with them through their social media pages, which has further enabled them to get consumers to promote the admiral brand through re-tweets which has been a key way of enforcing brand value and highlighting a high level of service

Although Admiral have a history of using digital disruption as a method to gain competitive advantage and differentiate from their competition they have faced a number of challenges. Admirals first attempt at digital disruption included founding price comparison website Confused.com. However, despite being first to market in 2001 have been unable to effectively distance themselves from competition and create effective barriers to entry, which has subsequently led to the website now holding the weakest market share of the four major comparison websites. Use of social media to differentiate has also led to a number of challenges including privacy concerns and breach. 

However, arguably, the biggest challenge Admiral face as part of their ongoing differentiation strategy is the sustainment of competitive advantage. Over the years although Admiral have managed to create and implement a strategy based on innovation and differentiation, they have not been able to effectively sustain a distancing from competitors and create effective barriers to entry as a result of their innovation.

4.0 Recommendations
1.	 Considering the mass amount of social media users and the augmented benefits of social media from a business perspective, maintain the use of social media as a form of communication with consumers and promote a high level of service.
2.	Strongly consider barriers to entry when considering further campaigns that include innovation or digital disruption.
3.    Continue using digital disruption as a way to seek competitive advantage.
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