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Executive Summary
The purpose of this report is to evaluate the strategic direction and definition through use of theoretical strategy and hypothesis in order to gain a competitive advantage in the marketplace through building a sustainable operational environment that adds value to its customers.
The author will explore various strategic models to support its observations and recommendations, predominantly through the use of internal and external analysis to calculate risk and opportunity to be considered and implemented. The use of SWOT and Tows initially will be used to understand the business capabilities and threats that may be detrimental to its sales. operations or growth, then to reinforce this a PESTEL will be carried out to further illustrate the external environment. This then giving a foundation and understanding of the marketplace and business capabilities, further strategy models will be carried out in reaction to the marketplace environment.
An analysis of Porters five forces to understand any barriers to entry that may be harmful to further innovation within the focus areas and how to combat any barriers through the Value chain and Blue Ocean strategies.
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 















Introduction
Admiral Insurance are a market leader in the UK car insurance industry, recording record profits in 2019 with a turnover of £3.46 Billion and profit of £526.1 Million, a 10% increase on 2018 “Admiral Group plc announces a record Group profit before tax of £526.1 million for the year ended 31 December 2019 | Admiral Group plc” (Admiral Insurance, 2019). With a big emphasis on wellbeing and its unique culture proven through prestigious award such as “Number One Greatest Places to Work 2019” within the UK and number 8 in Europe.

Despite its recent successes Admiral have fallen casualty to Operational headwinds as a result of the Covid-19 pandemic, national lockdowns forcing multisite closures globally, resulting in logistical challenges in the initial set up of homeworking customer facing staff, incapacitating the ability to service customer demands throughout each department. Forcing larger ques forming within departments and longer average speed of answer having detrimental effect on customer satisfaction and the number of renewable policies extended within the Renewals department.
The Renewals department employ over 1,200 employees across six locations worldwide, four location in Wales, one In Canada and another in Delhi India. All but India services all customer contact via phone and Delhi specialising in digital contact via Email and Webchat. Omnichannel offering is the way a customer chooses to interact with businesses through preferred method of contact such as Webchat or telephone. In a document by McKinsey & Company consultancy it is stated “As the traditional call centre has evolved into a contact centre, companies have begun to view the function less as a cost centre and more as an opportunity to provide strategic, experience-oriented customer care” (McKinsey & Company, 2020) reinforcing the need and consumer appetite for optional contact types.
 
This report will explore the viability and scope that expansions within the Omnichannel areas have on the future stability and resilience of the Renewals Function with a view of focusing on customer care.
Business have different approaches and interpretations toward strategy. Many businesses will need to Taylor their view or approach toward strategy based on the business purposes and goals, Richard Lynch mentions various view of strategic management , first of all he mentions “A prescriptive view” of strategy management , “Strategic management can be described as the identification of the purpose of the organisation and the plans and actions to achieve that purpose” (Lynch, 2018) the example he uses is how Google have evolved over the years, he mentions that Googles early sense of purpose was to provide work for their owners, friends and employees. However, over years the business purpose changed as it grew and was seeking new customers and expanding product ranges. An example of how the business had evolved over years and how the outcomes of these strategies have accelerated the goals and ongoing purpose of Google.
 
An Emergent view to strategy “Strategic management can be described as finding market opportunities, experimenting and developing competitive advantage over time” (Lynch, 2018) again the example used here is Google and how it sells advertising space and have changed their approaches toward this based on market experience, suggesting and emphasising how strategies evolve to events that happen internally and externally to optimise their business opportunities.
 
Finally, Richard Lynch then continues to explore “A modern consensus view”, somewhat a hybrid strategy of a prescriptive view and emergent view toward strategy. In the years from 2002-2005 three strategist investigated to see if there was a modern consensus on the topic of strategic management. The conclusion indicating an agreement from three theorists on the definition, concluding “The field of strategic management deals with the major intended and emergent initiatives taken by general managers on behalf of owners, involving utilization of resources, to enhance the performance of firms in their external environments,” (Lynch, 2018) also implying that traditional elements within strategy competitive advantage, reducing cost, quality assurance and seeking technical innovation are necessary but insufficient for success. A G Lafley, chief executive of the global multinational company Procter and Gamble quotes “The name of the game is innovation. We work really hard to try and turn innovation into a strategy and process”. (Lafley, 2010)
 
To put this into perspective and relative to Admiral insurance, the initial set up and expansion is not too dissimilar to the initial purpose of Google. Admiral launched in 1993 as a provider of specialist Car insurance with only 57 members of staff based in Cardiff, some significant Milestones were achieved to where Admiral are today with over 10,000 employees and global expansion. Throughout the years strategies have changed through innovation and external factors such as Multicar insurance launched in 2005 where you were able to ensure multiple vehicles under one policy. In 2011 a Census was carried out to see how many households more than one car or van per family had (Office for National Statistics, 2014), 2,062,432 had no vehicles, 4,679,898 had one vehicle whilst 5,338,335 had two or more vehicles. Somewhat reinforcing the emergent strategic approach taken by Admiral anticipating rise in average vehicles per household.
 
To begin the process of analysis of the current general external environment a PESTEL analysis has been carried out, the purpose of this is to understand the Political, Economic, Social or Socio-Cultural, Technological, Environmental and Legal aspects of the Environment and how as a business Admiral can react to these external factors through strategies and approaches.
 
	P
Political
	 
· Brexit Impact, UK to leave the EU.
· Quarantine restrictions and curfews.
· FCA regulations applying pressure on businesses.

	E
Economical
	 
· Economic downturn due to Covid-19.
· Highstreet shopping retailers forcing closures.
· Growth within the E-commerce market.

	S
Social/Socio-Cultural
	 
· Consumers able to review business interaction and performance on Social platforms such as Facebook.
· More awareness around compensation for dissatisfaction.
 

	T
Technological
	 
· Smartphone advances allowing consumers to contact businesses via different means such as webchat.
· Artificial Intelligence analysis opportunities

	E
Environmental
	 
· Electrification of vehicles
· Emphasis on “Green” environment, resulting in higher digital communication to consumers. 

	L
Legal
	 
 
· Legal Requirement to insure vehicles on the road.
 


 
 
Whilst many of the factors within the PESTEL are very relevant to many businesses, there are some key factors here that result in immediate action needed. When looking at the analysis from a Political point of view there is an ongoing immediate threat to the operations within Admiral, the result of a National lockdown resulting in 6,000 UK office-based employees unable to work from offices within the UK, forcing action from Admiral into a “DR” Disaster Recovery situation, of course needing a cash injection for home working equipment and hardware as well as training requirements and a solid I.T infrastructure to support home working and server capacity on the Admiral Servers.
Another important external factor to consider here is the growth in E-commerce over recent years and more relevant in recent weeks, again restrictions on being able to commute has resulted in growth in online sales. Research Carried out by Mckinsey showed that digital and business forecasting digital interaction is now in fact twice as important to their customers compared to slightly less important than your more traditional methods of purchasing and communicating prior to Covid-19.
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Figure 2
 
Social effects impact heavily on the retail and service areas with consumers having many social platforms to share their consumer experiences online. For example, Trip Advisor is a website where people can openly publicly share their experiences, photographs and leave a service score based on their experiences. This is not only limited to the leisure industry as there are Websites such as Which.co.uk that compare companies against their rivals in their appropriate fields of industries. In addition to this we are now in an age where there is much more awareness surrounding compensation for poor service, figureheads such as Martin Lewis Money Saving Expert offering online and televised advice and guidance on consumer rights and ways of saving money and encouraging consumers to actively seek compensation for sub-standard service. Applying pressure on businesses on putting customers rights first and ensuring no customer detriment. Many companies inclusive of Admiral insurance now also budgeting for customer assurance departments to be able to compensate and rectify any wrongdoing or moral hazards against the business.
Advances within technology now means customers can interact with businesses in many ways, also known as Omnichannel offerings, at the touch of a fingertip you can access services, shop online and communicate with businesses across the world, this supports the ability for the digital E-commerce market to grow to a much bigger scale, as seen above the appetite for digital communication withing business has and will continue to supersede your more traditional ways of contact such as telephone.
In terms of environmental external influencers, again impacting upon the digital age. Many businesses now offer and encouraging paperless contact to its customers. Resulting in companies using their efforts to a greener environment as a marketing or advertising tool, Amazon recently pledging a net zero carbon across their businesses by 2040, 10 years ahead of the Paris agreement in place (Figueres, 2020). This investment initially budgeted at £2 Billion.
We conclude the Pestel analysis with legal factors, this mostly an advantage to Admiral insurance, whilst the economy remains in recession. It is a legal requirement for road users to privately insure vehicles resulting in sustainable volume of insured vehicles on the roads, however Admiral Multi cover which is an offering of discount if you merge home insurance along side your car insurance may be at risk with home insurance not being a legal requirement in the UK.
With the external environment proving to be in a difficult position globally due to COVID-19 an internal analysis of the Admiral renewals department needs to be carried out, a strategic tool commonly used to evaluate and analyse both internal and external factors is the SWOT analysis, Robert M Grant summarises this as “The best know and most widely used of the approaches is the SWOT framework which classifies the various influences on a firms strategy into four categories. Strengths, Weaknesses. Opportunities and threats” (Grant, 2015), a SWOT has been carried out with the results below.
 
 
	Strengths
	Weaknesses

	· Financial Stability
· Market saturation in Insurance industry
· Top 10 Greatest places to work.
· Technological infrastructure
· Multiple Brands
· Globalisation
· Reputation
· Health and wellbeing
· Over 10,000 staff globally
· Internal training department
	 
· High operational costs due to multiple locations
· High absence and attrition rates
· Very focused on Health and wellbeing (Flexibility)
· No previous experience in homeworking
· Language barrier due to foreign locations

	Opportunity
	Threats

	 
 
· Innovations within the marketplace
· Digital option for UK staff
· Remote working
· New market opportunities
	 
 
· No homeworking experience.
· Reduction in staffing capacity due to inability to work remotely.
· Inconsistency in new call flow patterns into call centre
· Potential road users may decide not to insure vehicles during Covid-19


 
The results of the SWOT analysis emphasise or heighten the urgency needed from the outcomes of the external analysis carried out within the PESTLE, with the biggest risk here being the reduction in staffing capacity due to staff being unable to work from home, there are a number of reasons why some agents would be unable to work from home, Admiral Renewals have somewhat of a young culture where the average age of employees is 20, many of these individuals still living with parents making it more difficult with a number of challenges to be able to replicate a call centre environment isolated within their bedrooms. In addition to this many of the part time working staff have young children that are dependent on them, with school closures again meaning parents physically can either not attend work due to childcare or be able to take live calls due to background noise.

To overcome these challenges the SWOT analysis has been furthered into a TOWS matrix, TOWS analysis is the method of strategic analysis, involving systematic and comprehensive assessment of external and internal factors that determine current competitive position and growth potential of an enterprise. (Kulshrethsra & Puri, 2017). The aim is to correspond any strengths and weaknesses within the business to capitalise on any external factors to their advantage. The SWOT and TOWS integrated as follows (SO) strength-Opportunities, (ST) Strength-Threats, (WO) Weakness-Opportunity, (WT) Weakness-Threats. Daimler-Benz known for their luxury cars Mercedes Benz used the TOWS matrix as part of their internal and external analysis of the marketplace, with competition in the Japanese Luxury Automotive sector they identified strategic areas to gain advantage within their supply chain and also socially. “The social policies of the Federal Government of Germany encourage investments in companies located in the former East Germany. Daimler certainly has the resources to acquire such companies. Thus the firm would achieve social objectives while at the same time it may gain some cost advantages” (Heinz,1993) The article concluding the inevitable reality that they must prepare for fierce competition and explore various strategies in new markets such as defence contractors and consumer supplies manufacturers.

Within the TOWS, key and relevant point of analysis from the SWOT has been captured to illustrate how the attributes within the content can be used to enhance the position of Admiral insurance, specifically with a focus toward Customer satisfaction through Omnichannel offerings and how the weaknesses can evolve into opportunity based on the current environment and mould a strategic approach.
 

	TOWS
 
	Strengths
· Financial Stability
· Internal training Dept
· Market Saturation
· Over 10,000 staff
· Technological infrastructure
	Weaknesses
· High operational costs
· High absence and attrition rates
· No previous homeworking experience.
· Language barriers

	Opportunities
· Remote Working
· Digital / webchat options for UK workers
· Remote working
	Strength to Opportunity
· Financial stability allowing investment into remote working.
· Experienced IT department to facilitate home setup.
· Market saturation enabling digital deflection on large scale.
	Weakness to Opportunity
· Cost saving achievable if remote working is favourable.
· Less absence due to childcare issues as staff will be working from home.
· Digital interaction eradicating language barriers

	Threats
· No homeworking experience.
· Reduced staffing levels
· New call flows inconsistent with previous customer pattern
	Strength to Threats
· Training department able to roll out training package virtually.
· 10,000 staff to cater for, many of which may prefer home working long term.
· Technologies available to forecast call flow predictions on limited amount of Data
	Weaknesses to Threats


 
To elaborate on the TOWS there are some very exiting cost savings available and also tangible changes in the service offerings and the future of Admirals customer interaction. For example, if we look the physical infrastructure of Admiral insurance, in the UK there are four locations of work for Car insurance and further buildings for its smaller specialised areas such as Admiral Law, Admiral Travel and Admiral Pet insurance. Ty Admiral which is located in Cardiff centre is somewhat of a flagship building that has a strong presence within the Welsh capital, in contrast to its other locations it dominates its counterparts with 11 floors and houses over 4,000 staff alone, whilst other locations vary from 200-1000 capacity. If Admiral staff continued to work from home, there is opportunity for consolidation in its infrastructure by allowing staff to work from home on a long permanently whilst achieving savings and still maintaining its operations in the capital flagship building.
 
Whilst cost savings withing business being a continuous Key performance indicator metric, customer service and the availability to service those customers in a timely manner is equally if not more important than its operations, the very real risk that Admiral face is the staffing capacity they have or in this case do not have, to enable swift and seamless customer journey when they call through to the renewals department. The challenges faced are staff not comfortable working from home whilst working on the phones, the ability to service theses customer are not only limited to the availability of staff. To enable an agent to work on a phone they must have software available know as “Softphone” downloaded onto the agent’s laptop, this in turn increases the capacity it takes from the company server, as a result during optimal hours where customers call decreasing the line quality between customer and agent. Average Handling Time also known as (AHT) is increased as a result of communication issues, whilst typically AHT average for the renewals function sits at 9 minutes 30 seconds, however during times where the server capacity is stretched AHT can increase to 12 minutes, this increase has the same impact on the ASA (Average speed of Answer) of additional 20% increase in calls.
 
The renewals department are very much a sales and service function as opposed to the Customer service department for example who do not have much interaction with customers in terms of negotiation. The customer who contacts renewals within the renewable cycle will have received an automatic notification of renewal 21 days prior to the date, this will be based on a price generated calculated on risk of a number of factors. As a function the renewals department aim for 80% retention rate on renewable policies. However, price is not only the factor to consider when attempting to retain a customer. If the average speed of answer is above a 3 minute wait it has a detrimental effect on the retention numbers by approximately 10%, anything over 20 minutes has roughly a 25% decrease on sales performance due to customers being unhappy about waiting.
In contemporary strategy analysis the use of Michael Porters value chain is explained “The Key to success differentiation is matching the firm’s capacity in creating differentiation to the attributes that the customer value the most” (Grant, 2016) in effect asking what value is happening with its own value chain that is able to differentiate within the market, add value to its customers whilst driving cost efficiencies. The model itself is broken down into nine separate value activities as shown in Figure 9 and into two main categories known as “Support activities” and “Primary activities”.

The support activities consist of Firm Infrastructure, Human Resources Management, Technology Development and Procurement. Whilst the primary activities consist of Inbound Logistics, Operations, Outbound Logistics, Marketing and Sales and Service.
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	Firms Infrastructure-Management, Finance and Workforce Management etc

	Human Resources Management- People Services and Training

	Technology Development- IT and Automation

	Procurement- Product Managers, Buyers and Supplier Development Managers

	Inbound Logistics
Typically, raw material, in the case of Admiral this would be servicing inbound calls.
 
	Operation
 
Submission of proof of insurance to MIB, Motor Insurance burau.
	Outbound Logistics
Processing customer orders.
Documentation services.
	Marketing and Sales
Website Design
Televised Adverts
Social Media
Aggregator Websites 
	Service
 
Advice
Ensuring customer is insured to an adequate requirement for their needs.
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Whist analysing the value chain you can see how the Support areas intertwine with the primary areas, for example Human Resources Management supports service areas through training requirements being fulfilled with supporting the customer by advising on legal requirements within the insurance Industry, in addition to this ensuring the customer has the right level of coverage for their requirements, both these actually filter into the sales function by potentially being able to upsell or enhance levels of insurance Cover.
 
A very important area for Admiral during the Covid-19 pandemic would fall within the firm’s infrastructure as Workforce Management are responsible for the operations of facilitating the inbound and outbound logistic areas, not only this but based on the fact that longer wait times have an impact on sales and retention, this covers many areas of the value chain that are left vulnerable if not acted upon are left exposed and vulnerable within the marketplace as the only differentiation to compare would be part piece price.
 
Theorists Kim and Mauborgne propose a concept known as “Blue Ocean Strategy” underpinned by three principles.
· Analysing markets for new opportunities
· Value added proposition.
· Identification of innovation
 
The theory itself broken into two areas know and Red Oceans and Blue Oceans. Red Oceans effectively are companies that operate withing existing markets with not much differentiation, whilst Blue Oceans are know as new markets, “Blue Ocean Strategy is a strategy that focuses on untapped market space, demand creation and the opportunity for highly profitable growth” (Lynch, 2015) whilst the Insurance industry is considered to be a Red Ocean, especially when considering aggregator websites the current environment craves differentiation for future sustainability. Blue Ocean opportunities work across four different dimensions.
 
· What elements of industry are important to its customers? is there scope to eliminate?
· What products have been over designed and can be made more lean without compromising the product?
· What products can be improved without compromising and be attractive to customers?
· What product and services can be employed to generate value added for customers?
 
On reflection of all four elements an understanding of the insurance industry is likely to remain heavily focussed on pricing, the differentiation in the case of Admiral would lie in creating new Blue Ocean elements.
In the article “The care of one” Mckinsey company discus how development of customer care could look by 2025 within contact centres, quoting “Personalization had become an integral part of exceptional customer experience-not just in e-commerce channels but in all customer interactions” (McKinsey & Company, 2020). However, experience shows that retention statistics within Admiral are compromised in the digital areas. With the consensus being that agents have better opportunity to objection handling when a customer attempts to cancel a policy via telephone, this level of personalisation being difficult to articulate and replicate through text.
Another factor to consider would be consistency in personalised training in each area, whilst all customer phone interaction is driven through UK and Canada, all digital interaction is driven through India. Training for each location is done locally in their own office locations resulting in a lack of standardisation in areas such as personal resilience and objection handling. There is potential that the inconsistency in retention statistics is not comparable due to training requirement as opposed to type of contact offering.
In a article Managing e-mail and Webchat the author investigates the difficulties of managing webchat and e-mail traffic within the banking industry and says “To be successful, bank agents-like the retailer agents that have trailblazed before them-will need a combination of effective training, supervision, and telecommunications equipment” (Bielski, 2000). Of course, without the adequate understanding and training within these areas will likely result in lost sales and retention, if this theory proving correct it would explain the differentiation in performances in different Omnichannel offerings.
Sustainability and longevity of Blue Oceans will depend on the company’s capabilities and infrastructure. Whilst aggregator websites will continue to create Red Ocean environments it is imperative to create Blue Oceans in order to differentiate. Michael Porters Theory of “Porters Five Forces” which in summary analysis its competitors in order to gain competitive advantage to defeat rival companies. The five forces are mad up of five forces known as
· Potential New entrants
· Immediate Industry Competitors
· Existing and New customers
· Substitutes for the company’s products.
· Supplier to the company
Each force is then categorised into three categories of “Low”, “Medium” or “High” in reference to power and threat.
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Michel Porter describes the objective of the analysis “Is to investigate how the organisation needs to form its strategy in order to develop opportunities in its environment and protect itself against competitors and threats”. As shown above the threats and Bargaining power are relatively high. The barriers to entry within the insurance industry are relatively Low, the insurance industry flooded with rivals with competition creating Red Ocean environments. Admiral however are a well-established business who can sell at competitive pricing due to economies of scale and market saturation. Whilst there is not much differentiation between products, service offering and innovation through personalisation and artificial intelligence to improve the customer journey will be the differentiator.
McKinsey and Company quoting “By prioritizing the most common paths and the channels that customers use first, companies can create impactful experiences where they matter the most” (McKinsey & Company, 2020) suggesting that pricing becomes somewhat secondary to the customer experience or interaction with a business. If successful in implementation of enhances specialization and personalization this Blue Oceans can be achieved and maintained through continuous research and development and analysis of the internal and external environment.
The largest threat from Michael Porters Five forces is the high threat of its current competitors who are established within industry, Direct Line for example who have differentiated themselves by not offering quotations via aggregator website, “Since its launch in 1985, Direct Line’s aim has always been to put the customer first. This began with cutting out the middleman, the forms and the jargon — all revolutionary changes in insurance at the time.” (Direct Line, 2021) this statement emphasising the strategy of Direct Line having a strong marketing presence on television and cutting out the middleman. This could be considered a form of backward intergration as no advertisement or quotations goes through a third party. A very different approach to it’s rivals and putting them in a stronger position to retain existing customers.
 
Conclusion
Throughout this report there is an evident immediate threat to the current sales and operating environment within Admiral, customer satisfaction is directly impacted by the company’s inability to satisfy the customer demands. The marketplace has changed rapidly as well as customer behaviours and patterns based on their availability to call the contact centre and the current economic environment forcing consumers to be more mindful of expenditure and saving on cost.
 
The current operating conditions in Admiral only target a very small proportion of customers through its digital offering. Analysis of the internal and external environment have identified Admiral have the infrastructure and ability to support in its needs to further its digital offering. The analysis has explored the requirements from a consumer perspective and has also identified potential operational savings as well as the health and wellbeing of its staff to reduce absence and attrition whilst becoming more flexible in the options available to them.
 
The traditional call centre can no longer adapt a one glove fits all approach as technological and social advances have evolved and the customer appetite is diverse. Innovation has proven to be key in business but as business evolves so does the needs and wants of consumers.
 
Recommendation
A drive on digital offering needs to be implemented at the point of invite to renewals, whilst this is important some areas of concerns are identified in the detrimental effect on retention numbers. The change needs to be incremental and a need for standardisation in training in order to maintain sales at renewals stage.  Guidance in early stages would be to encourage any non-negotiating policy changes such as payment updates and general policy enquiries via digital through contact us page online or state options available on Renewals invite. This will free up capacity for frontline staff on telephones. reducing average wait times satisfying the customer needs and expectation to offer a more streamlined service.
Training to be carried out virtually and with a blend of locations to guarantee consistency. Further analysis to be carried out following the rollout to assess the impact on allowing more complex retention-based calls to be delivered to Webchat.
Customer feedback surveys to be carried out during implementation to gauge and measure service levels.
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