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Introduction 

The Irish Health Insurance Industry has 

been going through a difficult phase in 

recent periods due to the economic 

recession. For the first time since the 

introduction of Private Health Insurance In 

Ireland, the year 2009 reported a reduction 

in the percentage of people insured by 

private insurers (The Health Insurance 

Authority, 2009) and this resulted in a 

reported loss of 22% in the premium  

 

 

income and a decrease of 83% in 

underwriting profit (Simon, 2009). This 

pattern has continued to date with the 

current percentage of the population with 

inpatient health insurance plans currently 

standing at 45%, down from the 2008 peak 

of 51% (The Health Insurance Authority, 

2014). 

 

Serious questions were also raised on the 

efficacy of Ireland’s Private Health 

Insurance system which is based on a 

Community Rating System (McDonnell and 

O'Donovan, 2009). The discussion in 
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political circles on introducing the Dutch 

model of Universal Health Insurance 

instead of the current Voluntary Health 

Insurance Model  (Buckley, 2010)  also 

touched the core issue of the sustainability 

of the current model of Private Health 

Insurance in Ireland. 

 

The economic downturn combined with 

uncertainty in the regulatory environment 

is intensifying the competition in the 

industry, yet the number of people insured 

is steadily declining. In this highly volatile 

environment, capturing and retaining the 

most profitable market segments such as 

the young policy holders and employer 

sponsored groups are important for the 

survival of the Insurance providers. This 

paper explores how Social CRM with its 

innovative and dynamic approach can 

impact the Irish Health Insurance Industry 

in the current market situation. 

Private Health Insurance in Europe  

Healthcare in Europe is largely funded by 

the Government by way of tax financing or 

social health insurance and the scope and 

nature of this publicly financed component 

mainly determines the private health 

insurance that develops in a country 

(Mossialos, 2002). Private health insurance 

is mainly used in these countries for 

providing substitutive, supplemental or 

complementary health care. Substitutive 

private insurance cover is in demand in 

countries where a section of people are 

excluded from public cover and are 

dependent on private cover; for instance, 

high income category people in Germany 

and Netherlands (Schneider, 

2012),(Thomson & Mossialos,2010). Where 

there is an inordinate delay in access to 

consultants, a situation akin to Ireland, 

people buy supplementary insurance cover 

to get quicker access (Ferral, 2009).  In the 

United Kingdom, supplementary private 

insurance is purchased by people as it can 

bring better accommodation facilities in 

hospitals over and above what is offered by 

public cover (Foubister et al, 2006), (Ferral, 

2009). Complementary health insurance is 

purchased by people for availing services 

that are excluded or not fully covered by 

the statutory health care system. An 

example for this would be Dental care and 

Physiotherapy cover in the Netherland 

(Maarse, 2011). 

There are mainly three ways private health 

insurance premiums are paid. It can be 

paid by  

1. an individual 

2. shared between the employees 

and the employer  

3. or paid wholly by the employer.  

For calculating premiums, insurance 

companies follow a risk rating model which 

can be 

• individual risk rating 

• community rating 

• or, experience rating (also called 

group rated).  

Risk rating in individual health insurance 

segment is done by placing individuals into 

different risk categories based on various 

identifiable personal characteristics, such 

as age, gender, occupation and prior illness 

(Bertko, 2008), (Santerre & Neun 2012). In 

certain markets, experience rating is used 

in large companies where employees are 

priced solely on the basis of claims 

experience (claims history) for the 

previous year and all employees within the 

company are charged the same premium 

(Bertko, 2008). In community rating, an 

insurer charges all people covered by the 

same type of health insurance policy the 

same premium without regard to age, 

gender, health status, occupation or other 

factors 

 

Since health insurance claim costs are 

considerably more for older members, a 

community rated system can operate 

efficiently only if younger members join the 

health insurance schemes to provide the 

resources to support the elderly and 

chronically ill through cross-subsidisation 

(Department of Health and Children, 1999). 

In a community rated market, absence of 

this intergenerational support will result in 

unaffordable insurance premium and 

eventual collapse of the business (Mechanic 

et al., 2005), (Percy, 2000), (Buchmueller 

and Dinardo, 2002). A Community Rated 

system is generally accompanied by some 

form of risk equalisation to compensate 

insurers who carry higher risk in their 

books by insuring a larger percentage of 

elderly members (The OECD Health 

Project, 2004).  
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Risk Equalisation in Private Health 

Insurance in Ireland 

Though Ireland introduced Risk 

Equalisation in 2003, this was rejected by 

the Supreme Court in 2008 on 

technicalities (Independent, 2008). This  

forced the Government to introduce an 

interim “loss compensation” scheme to 

bring stability to the market (Department 

of Health and Children, 2010) though this 

scheme, in its present form, is considered 

only 40% effective  (Dones, 2010) In this 

highly volatile environment, capturing and 

retaining the most profitable market 

segments such as the young policy holders 

and employer sponsored groups become all 

the more important for the survival of the 

insurers. The Society of Actuaries in Ireland 

had warned, as early as in 2002,  that the 

competition for young new entrants or for 

employer sponsored group schemes will be 

strongest in an environment without risk 

equalisation (John et al., 2002). The 

following observations by Health Insurance 

Authority in its submission to Government 

are particularly relevant here in 

understanding the current market 

sentiment (The Health Insurance Authority, 

2009). 

 

• New health insurance consumers and 

switchers will tend to be younger and 

healthier. 

• Older and unhealthy consumers will 

tend to be extremely unprofitable and 

less likely to switch insurance 

provider. 

• The incentive for insurers to segment 

risks so that older and unhealthy 

customers are sold products that cost 

more or include a lower level of 

benefits. 

• Insurers are incentivised to design and 

market products so as to select better 

risks. 

• Insurers with favourable risk profile 

have a marked competitive advantage. 

 

This research looks at the business case for 

Social Customer Relationship Management 

in this business context. 

 

Social Customer Relationship 

Management 

Social Customer Relationship Management 

(Social CRM) is defined as a philosophy and 

a business strategy, supported by a 

technology platform, business rules, 

workflow, processes, and social 

characteristics, designed to prepare sellers 

for the best conversation and engage the 

customer in a collaborative conversation in 

order to provide mutually beneficial value 

in a trusted and transparent business 

environment (Schleifer, 2012). Customer 

engagement using Social Media (Social 

CRM) is rapidly gaining momentum. 

According to a survey conducted by Cone 

Business in social media study, 60% of 

Americans use social media, with 59% of 

users interacting with organisations on 

social media sites. 93% of social media 

users feel organisations should have a 

social media presence and 53% admit 

feeling stronger connection with 

organisations when they do have them 

(Cone, 2008).  Ofcom’s (2008) research on 

Social Networking attitude, behaviours and 

use has shown the growing popularity of 

Social Network among the younger 

population; a market segment the Irish 

Health Insurance Industry should be keen 

to target and hence benefit from using 

Social CRM.  

 

Difference between traditional CRM and 

Social CRM 

 

CRM is implemented by organisations, 

mainly as a strategy for managing and 

nurturing its interactions with its current 

and prospective customers (Brown, 2000). 

In traditional CRM, marketing 

communication and advertisements are 

directed from company to customers, 

whereas a more socially active customer 

would expect to see conversation and 

engagement from organisations in which 

they could also participate. Similarly, in 

traditional CRM, organisations target 

specific customers through campaign 

management which limits its scope in 

comparison to Social CRM which can reach 

a larger number of potential customers. In 

traditional CRM, companies are required to 

contact customers directly to receive 

feedback, whereas a socially active 
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customer can share their experience online 

with a larger group of people. 

Organisations, active in Social CRM can 

play a big role in watching this 

conversation and intervening and 

supporting when necessary. Many studies 

in the past have established the limitations 

of the traditional CRM (Brent, 2009), (Rodi, 

2006). Studies by Prahalad and 

Ramaswami (2000) have also highlighted 

the importance of multiple channels of 

interaction as a strategy in customer 

relationship management. 

 

In the insurance business, traditional CRM 

like call centre model CRM also has 

limitations in targeting policy holders in 

Employer Sponsored Group Schemes. This 

is because, in many such schemes, the 

employer authorises one of its employees 

to deal with the insurer on behalf of its 

employees which limits the insurer’s ability 

to reach out to individual employees 

directly. The best relationship between the 

seller and the buyer is called a learning 

relationship (Joseph Pine et al., 1995). This 

learning relationship and feedback loop is 

often missing in employer sponsored 

segment and as a result the insurer is not 

certain about the employee’s preference of 

product and service. This would limit their 

ability to devise appropriate marketing 

strategies in optimising its offering to the 

targeted group. Establishing relationship in 

this segment requires innovative and non-

conventional approaches, a feature, Social 

CRM is generally known for.  

A Business Case for Social CRM  

Strategic alignment is an important 

criterion while developing the Business 

Case, more so in Social CRM development. 

According to Gartner (2010), fifty percent 

of business-led social media initiatives will 

succeed and this will be characterized by a 

concerted and collaborative effort between 

IT and the business. Since this research is 

looking at the Health Insurance Industry, 

examining the internal environmental 

factors which are specific to a single 

organisation is outside its scope. Instead, 

what it attempts to do is to examine the 

external environmental factors which 

would influence the Social CRM Business 

Case. Examining the external 

environmental factors is also beneficial as 

it will help the planners and strategists in 

shielding the organisation from its negative 

effects and seeking ways to exploit the 

positive ones (Canzer, 2006).  

 

An organization's external environment 

can be best understood by breaking it 

down into several basic categories 

depending upon its mission, the industry in 

which it competes, the markets in which it 

sells, and the type of strategies it pursues 

(Moseley, 2009). This research considers 

the following ten external environmental 

factors (Hitt et al., 2007) , (Worthington 

and Britton, 2009), shortlisted based on 

their appropriateness for this study, for 

further examination. 

 

1. Nature of Business  

2. Demographic Profile  

3. Market Forces 

4. Cultural Dimensions 

5. Social factors  

6. Technological Capabilities  

7. Business objectives  

8. Cost/Benefit Studies  

9. Market trends  

10. Issues and Risks 

Business Case Analysis Framework  

This research developed a Business Case 

Analysis framework for consolidating the 

results generated from this study. This 

process was aided by investigating a 

number of business analysis techniques 

such as SWOT (Strength, Weakness, 

Opportunity and Threat) and MOST 

(Mission, Objective, Strategies and Tactics) 

(Dealtry, 1992, Coyle, 2004, Thompson and 

Martin, 2010) and further enhancing those 

ideas to create a framework relevant for 

this research. The framework operates by 

submitting the summary of literature 

reviewed by authors and their own 

analysis of the market situation to a team of 

experts individually for their comments. 

This research enlisted the help of six 

experts for this process. Three of these 

experts were selected on the basis of their 

Social Media research background. The 

other three experts were selected on the 

basis of their professional reputation in 

Irish Health Insurance Industry.  The 

individual comments were then circulated 
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to other members in the team and they 

were asked to rate the level of influence, 

each of the ten external environmental 

factors play, on the business case for social 

CRM. The level of influence could be 

classified under Negative or Positive and 

can be further categorised as Weak, 

Moderate or Strong in a scale of +9 to -9 as 

given below. The final level of influence 

was then determined by calculating the 

average rating submitted by experts. 

 

Table 1: Level of Influence scale used for this research 

 

 

 

Though the framework developed in this 

paper is used to determine the influence of 

external environmental factors on a 

Business Case, it has wider applications 

and can be used in qualitative research 

which is multi-disciplinary in nature and 

requires interpreting the information 

gathered from multiple sources. 

Nature of Business  

Literature Review 

It is generally accepted that the health 

insurance risk can be predicted with a 

reasonable degree of accuracy for a group 

or population and insurance provides a 

mechanism for transferring risk from 

individual to the group through a risk 

pooling mechanism which is primarily 

done on the basis of an individual’s health 

profile (Shi and Singh, 2008).  The idea is to 

maintain a predictable and stable level of 

risk within each risk pool and set terms of 

coverage and premium to be charged 

(American Academy of Actuaries, 2001).  

According to Karen Eggleston (2000), an 

insurer has a financial interest in trying to 

enrol consumers at low risk and to 

discourage high-risk consumers. Adverse 

selection happens when a risk pool with a 

certain risk profile and premium attracts a 

disproportionate share of people in poor 

health. This will result in the average cost 

of the pool going up. If the insurer adjusts 

the premium to reflect the average cost, it 

will discourage people with better health 

from joining the pool causing the average 

cost of the pool to go up further and 

further. This distorted competitive 

dynamic is referred to as the “death spiral” 

(Mechanic et al., 2005). 

 

Favourable risk selection occurs when 

healthy people are disproportionately 

enrolled into a health plan. For example 

health plans may selectively enrol healthier 

people and avoid sicker ones, or they may 

induce risk selection through selective 

advertising and product design (Eggleston, 

2000). Since patients with chronic health 

problems are likely to consume more 

services, risk selection can help insurers to 

increase their profitability. It has been 

estimated that the most expensive 1% of 

the population, the very sick, accounts for 

30% of all health spending, and the least 

expensive 50% of the population, the 

healthy, accounts for only 3% of health 

spending (Shi and Singh, 2008). In order to 

avoid such situations, insurers often have 

multiple risk pooling arrangements for 

different markets such as individuals, 

family, small businesses and trade 

associations. Insurers also design different 

benefit plans within markets such as plans 

with different levels of premium. This 

product differentiation protects the 

insurers because problems in one risk 

pooling arrangement will not have a direct 

effect on people participating in another 

pooling arrangement (Claxton, 2002). 

 

In a risk rated market, individuals are 

charged premiums based on their health 

profile, whereas in a community rated 

market a single rate is charged to all 

Level of Influence Value 

Positive Strong  9  to  7 

Positive Moderate  6  to  4 

Positive Weak  3  to  1 

Negative Weak -1  to -3 

Negative Moderate -4  to -6 

Negative Strong -7  to -9 
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customers for a given level of coverage 

which generally reflect the average costs to 

its community of subscribers for each type 

of policy (Hall, 1994).  Community rating 

prevailing in Ireland is based on Open 

Enrolment and ‘Life Time Coverage’ which 

force insurers not to refuse coverage 

(McDonnell and O'Donovan, 2009) and 

require them to charge the same premium 

regardless of age, gender, sexual 

orientation or current or prospective 

health status (Barrett, 2000). 'Lifetime 

coverage' also ensures that once insured, 

subscribers cannot be refused renewed 

coverage (McDonnell and O'Donovan, 

2009).  For the insurer, community rating 

helps in keeping down the administrative 

cost as there is no need for individual 

underwriting in a community rated market 

(PricewaterhouseCoopers, 2006). 

 

Community rating  is usually accompanied 

by open enrolment and compulsory 

insurance (Kifmann, 2002), though in 

Ireland, it is voluntary and does not require 

everyone to purchase Health Insurance. In 

Australia, where Private Health Insurance 

is voluntary, adverse selection resulted in 

death spiral type of situation, forcing the 

Government to introduce an age based 

penalty scheme  (Connelly and Brown, 

2010). Age based penalty creates an 

incentive for younger generation to take 

Health Insurance early as those who join 

after a certain age are penalised with 

higher premium. In certain countries, 

everyone is required to take Health 

Insurance which will help in bringing down 

the average cost of health insurance 

coverage. The Netherlands is one such 

country where the Universal Health 

Insurance model makes it compulsory for 

people to take private health insurance for 

curative and primary care (Rosenau and 

Lako, 2008) . 

 

Risk equalisation is an important concept 

in community Rated Health Insurance 

market. Its objective is to equalise the risk 

profiles experienced by different insurers, 

without equalising the effect of different 

levels of cost efficiency or underlying profit 

margins. The concept works by providing 

for payments to be made to a central fund 

by insurers who insure relatively low-risk 

persons. The central fund will then be used 

to compensate insurers who insure 

relatively high-risk persons (Kennedy, 

1996). 

Current Market Analysis 

Many consider the private, public two-tier 

system followed in Ireland problematic 

from both efficiency and equity 

perspectives (Brian, 2006). The country 

operates a community rated market 

wherein insurers are required to charge 

the same premium irrespective of the 

health status of the enrolee. For the 

community rated market to operate 

effectively, a risk equalisation mechanism 

to spread the risk among the insurers 

should be in place to neutralise the adverse 

and favourable selection effect. The present 

Tax Credit system is merely an interim 

measure and only partially compensates 

for the higher risk some insurers carry on 

account of community rating. As warned by 

the Society of Actuaries in Ireland, the 

current situation intensifies the 

competition for the profitable segments 

such as young new entrants or for 

employer sponsored group schemes (John 

et al., 2002). The system calls for ingenious 

ways for acquiring and retaining the most 

profitable segment and this would 

encourage implementation of Social CRM. 

Experts’ View on Level of Influence 

Experts are of the view that given the 

sensitive nature of health insurance, the 

Industry would need to carefully select the 

applications of Social CRM that it uses. 

They do not rate Social CRM as a priority 

for customer support but think that it has 

high potential for a marketing and sales 

campaign. 

On the one hand, there is urgency in 

attracting the most profitable segment in 

the current market situation. At the same 

time, the sensitive nature of Health 

Insurance will require considerable 

thought in deciding the nature of 

application and appropriate safeguards in 

handling privacy and security issues. 

Taking into account these factors, the 

experts consider that the Nature of 

Business will have a Positive, moderate 

influence in implementing Social CRM. 
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Demographic Profile 

Literature Review 

Individual and Group are the two familiar 

Market segmentations in Health Insurance 

Industry.  Within the Individual Segment, a 

further classification such as ‘Single’, 

‘Couple’ and ‘Family’ policy holders are 

seen in Irish Health Insurance Industry. A 

move towards life stage based 

segmentation is also seen lately. This is 

common when insurers cannot distinguish 

between low risk and high risk consumers 

and consequently offer policies in a ‘‘self-

selection mechanisms’’ whereby a policy 

intended for low risks will have low level of 

coverage and hence will not be chosen by 

high risks (Feldman and Dowd, 2000). A 

similar situation was also be observed in 

Australia where a proliferation of products 

each with its own ‘community-rated’ flat 

rate was visible to attract particular 

segments of the market 

(PricewaterhouseCoopers, 2006). 

 

In Individual market, the insurers need to 

be cautious about people purchasing health 

insurance when they expect to have health 

care needs (Marquis and Buntin, 2006). 

Previous studies have also established that 

the low risk individuals tend to purchase 

less insurance in the individual market 

(Mark, 1992) resulting in greater 

possibility for adverse selection. One way 

to overcome this problem is to design 

suitably priced diversified products with 

benefit contents grouped in terms of low 

and high-risk with a view to separate risks 

(Chollet, 1998).  

 

Providing coverage to an already formed 

large group of people, such as the 

employees of a large employer, reduces the 

possibility of adverse selection (Claxton, 

2002). This is because in group insurance, 

people enrol in health coverage as a part of 

their employment rather than when they 

are sick (Collins, 2007). In addition to 

underwriting efficiencies, group insurance 

is also attractive to insurers on account 

marketing and administrative efficiencies 

(Kwon and Skipper, 2007). In a group 

insurance program, substantial number of 

people in the group will purchase the 

insurance thorough employer and because 

of this, the risk is spread out among the 

insured individuals (Shi and Singh, 2008). 

Research by Mark J Browne showed that 

low risk individuals purchase more 

insurance in groups than in individual 

health insurance markets making this 

segment very attractive to the insurer 

(Mark, 1992). The advantages of group 

underwriting break down while insuring 

small employer groups, as there is a 

possibility that the need for health care by 

one member of the group is the reason for 

the group’s seeking coverage. This is called 

the group size factor and it is one of the 

considerations while underwriting groups 

(Claxton, 2002).   

 

Individuals purchasing group health 

insurance through employers limit 

themselves to the options offered by the 

employer, though employers generally 

offer employees a choice of insurer to cater 

to employees preference for different 

products (Bundorf, 2010). This is a 

significant finding for organisations 

considering Social CRM, as the choice of 

insurers available to employees should 

encourage insurers in developing a closer 

relationship with employees and social 

media can probably be a suitable channel 

to reach customers in this segment. 

Current Market Analysis 

A market review by Health Insurance 

Authority in 2008 (Insight Statistical 

Consulting, 2008) revealed the following 

results which are of interest to this 

research. Out of the total policy holders 

surveyed, 44% are couples, 26% retirees 

and 30% young singles. What is more 

interesting for this research is the fact that 

the singles can be generally described as 

those who are in 18 to 35 age group having 

a third level education with a low level of 

switching and low level of understanding of 

the cover.  

 

Their age group profile also indicates that 

this is the most profitable segment and 

possibly more internet and Social media 

savvy than the other two segments. The 

low level of switching would signal that 

more effort would be needed in acquiring 

them though retaining them should be 

relatively easier. This has wide implication 

for the Social CRM strategy of the 

organisation in terms of time and effort 
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needed to initially attract this segment to 

build a long term lasting relationship. The 

low level of understanding of the cover 

might signify that the main reason for 

taking the Private Health Insurance is to 

protect them in the event of a serious 

illness than for any day to day medical 

expenses. This might also indicate that this 

segment is looking for a product which 

need not have the same attributes required 

by the other two segments, a possibility 

that can be of importance to Social CRM in 

engaging customers in product 

development suitable for each segment. 

 

The same survey also revealed that in the 

case of policy holders insured through their 

employer, 23% are given a choice of 

private health insurer by their employer. 

This means that there is a potential to 

increase business by influencing this 

segment through Social CRM channels. 

Experts’ View on Level of Influence 

Experts agree that Social CRM can be a non-

conventional channel for building 

relationship with customers who otherwise 

operate through an authorised person from 

each group. It is also noted that in non 

subsidised group situations where the 

employees pay the full insurance premium, 

Social CRM channel can be a 

supplementary means operating in tandem 

with traditional sales channels. In the case 

of partial or full subsidised group, it can 

help in building relationship which could 

be of use in cross selling. In a community 

rated market, insurers need to offer the 

same price to the customers irrespective of 

their risk profile. This can create an 

impression to the outsiders that there 

exists only a single market segment in this 

industry. However, it is true that 

customer’s profitability to the insurer 

largely depends on their life stage and 

there is a need to offer appropriate product 

and services suitable for customer’s life 

stage. In the group segment, literature 

study shows that larger groups are less 

prone to adverse selection than smaller 

groups. There is a growing realisation that 

it is not a ‘one plan fit all’ market and 

appropriate relationship strategy is 

required to target different market 

segments. Experts are of the view that 

Social CRM can be customised to meet 

different needs of each targeted market 

segment. These considerations should 

result in a Positive, moderate score. 

Market Forces 

In a community rated market, the 

competition for attracting low risk group is 

very high when there is no mechanism for 

adequate risk equalisation among insurers. 

Rising medical inflation is another market 

driver in competing for the low risk 

segment as medical inflation coupled with 

a disproportionate share of high risk group 

customers can have a negative impact on 

the profitability of the insurer  

 

The research by Warshawsky (1994)  

shows that the healthcare cost up to the 

age of 50 stays relatively stable showing 

only a marginal increase, proportionate to 

the age.  It then increases 

disproportionately thereafter, costing 

almost two times more for 50-60 age 

groups and almost three times more for 60-

70 age groups compared to what it costs to 

insure a 50 year old. The study by Dormont 

et al (2006) also confirms this increase in 

health care expenditure with age but also 

observes a sizable upward drift of the 

profile between the year 1992 and 2000.  

This drift is explained in terms of changes 

in health care practice resulting in 

increased use of health care and employing 

more advanced and expensive technology 

for better health management. 

 

Generally, technology improvements in a 

service sector can have a positive effect in 

reducing the cost of delivering a service. 

However, this need not be true in the case 

of health care. This was one of the findings 

in a study by the US congress office of 

technology assessment (1984). A similar 

view was put forward by Brendan Walsh 

(2002) regarding the situation prevailing in 

Ireland. Though Walsh agrees that the 

technical advances have raised the cost of 

providing health care, he argues that the 

high labour intensive component in health 

care and supply demand imbalance in the 

labour market is also a contributor to this 

situation. Moreover, the rapid change in the 

medical care industry, from a traditional 

voluntary care model to a market driven 

model has also caused price escalation. An 

aging population also plays a significant 
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role in price escalation because of 

increased demand for health care. 

Current Market Analysis 

The year 2008 saw the Private Health 

Insurance market share peaking at 52% in 

Ireland. This high level of coverage, 

achieved due to a combination of economic 

growth, generous tax relief and lack of 

confidence in the public system, is an 

exception among supplementary markets 

which usually cover up to around 10% of 

the population (Thomson and Mossialos, 

2009).  However, for the first time after 

setting up private health insurance in 

Ireland, the market size of the population 

with Private Health Insurance went down 

in 2009 primarily due to the recession.  

 

This situation has generated intense 

competition in Irish Health Insurance 

Industry to reach out to the most profitable 

segment and has resulted in an 

unprecedented level of marketing efforts 

by insurers to persuade prospective 

customers to switch to one of their plans 

from a rival plan. 

 

Furthermore, the rate of inflation figures 

available from the CSO (Central Statistics 

Office Ireland, 2010) places health as the 

second highest item of inflation on a 

consumer price commodity group index. 

The trend in average insurance claims in 

Ireland is in tune with the findings from the 

literature review. Compared to the cost of 

insuring those who are under 50 years of 

age, it costs 3 times more to insure those 

who are in the age group of 60-69, 4 times 

more to insure those who are in the age 

group of 70-79 and six times more to 

insure those who are in the age group of 80 

and over. As can be seen from the graph 

below (Health Insurance Authority, 2010a), 

the tax credit covers only 40% of the claim 

cost for those who are above 50 years. 

 

 
 

Fig. 1: Claim Cost and Tax Credit 

Experts’ View on Level of Influence 

A shrinking market and the continuing 

medical inflation will add financial 

pressure to the private health insurance 

business. Considering the claim cost for 

elder policy holders, the health insurance 

business can only be sustained by having 

an appropriate percentage of young policy 

holders on the books. Insurers need to 

exploit any avenues which can help them in 

getting a strong young customer base. It is 

widely acknowledged (Witter and Chen,  

 

2008) that Social Media attracts younger 

population (those who are below 50 years 

old) and this aspect needs to be put to good 

use. Considering the above facts, experts 

are of the view that the Market Force will 

have Positive, strong influence in 

advancing Social CRM Business Case. 

Cultural Dimensions 

Many times, culture plays an important 

part in strategy formation and this seems 

to be the case while preparing a Social CRM 
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strategy too. This section looks at Greet 

Hofstadter’s research on how

dimensions of a country have an important 

role to play in developing organisational 

strategy (Hofstede, 2010, de Mooij and 

Hofstede, 2010) . 

 

The cultural dimension model developed 

by Greet Hofstadter is generally recognised 

as an important guide in understanding the 

national cultural differences 

2004). The key element of this study is to 

classify population into the following four 

main cultural dimensions (Hofstede, 2010)

 

1. Power Distance Index (PDI). In

cultures with small power distance

people relate to one another as equals 

regardless of formal positions.  

Cultures with high power distance 

expect to receive and take orders from 

authorities (Williams and Zinkin, 

2008) and everyone has his or her 

rightful place in a social hierarchy 

Mooij and Hofstede, 2010)

brands and luxury articles which can 

serve the purpose of social status w

have a strong appeal in high power 

distance cultures (Hofstede, 2010)

 

2. Individualism (IDV). In Individualistic 

Cultures, self-actualisation is 

important. In collectivistic cultures, the 

identity of people is based on the social 

system to which they belong and as a 

consequence it is important to fi

build a relationship and trust between 

 

 

 

Fig. 2: Ireland’s cultural difference in comparison to the European and World average

 

Ireland has a low PDI and UAI index in 

comparison to Europe and the world. 

Cultures with a low UAI index are more 
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strategy too. This section looks at Greet 

Hofstadter’s research on how the cultural 

dimensions of a country have an important 

role to play in developing organisational 

(Hofstede, 2010, de Mooij and 

The cultural dimension model developed 

by Greet Hofstadter is generally recognised 

as an important guide in understanding the 

national cultural differences (Hoppe, 

. The key element of this study is to 

classify population into the following four 

(Hofstede, 2010): 

Power Distance Index (PDI). In 

cultures with small power distance, 

people relate to one another as equals 

regardless of formal positions.  

Cultures with high power distance 

expect to receive and take orders from 

(Williams and Zinkin, 

everyone has his or her 

rightful place in a social hierarchy (de 

Mooij and Hofstede, 2010). Global 

brands and luxury articles which can 

serve the purpose of social status will 

have a strong appeal in high power 

(Hofstede, 2010) .  

Individualism (IDV). In Individualistic 

actualisation is 

In collectivistic cultures, the 

identity of people is based on the social 

system to which they belong and as a 

consequence it is important to first 

build a relationship and trust between 

parties before initiating a transaction 

(de Mooij and Hofstede, 2010)

 

3. Masculinity (MAS). In Masculine 

Cultures, people (whether male or 

female) value 

competitiveness, assertiveness

on, and the accumulation of

material possessions and the 

values are achievement

whereas the dominant values in a 

feminine society are caring for others 

and quality of life (Hofstede, 2010)

masculine societies, performance and 

achievement are important and

status brands to show one's suc

(de Mooij and Hofstede, 2010)

 

4. Uncertainty Avoidance Index (UAI). In 

Uncertainty Avoidance Culture, people 

try to avoid uncertainty and ambiguity 

and control these situations by forming 

rules and regulations (Hofstede, 2010)

People of high uncertainty avoidance 

are less open to change and innovation 

than people of low uncertainty 

avoidance cultures (de Mooij and 

Hofstede, 2010). They are also less 

inclined in using e-commerce due to 

unknown effect (Khushman et al., 

2009).  

 

The following graph based on

extracted from (Hofstede, 2010)

Ireland’s cultural difference across these 

four elements in comparison to the 

European and the World average. 

Ireland’s cultural difference in comparison to the European and World average

Ireland has a low PDI and UAI index in 

comparison to Europe and the world. 

a low UAI index are more 

open to change and innovation 

2010).  In low PDI and UAI cultures, there 

is a higher propensity on stakeholders to 

IDV MAS UAI

Ireland

Europe

World
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parties before initiating a transaction 

(de Mooij and Hofstede, 2010). 

Masculinity (MAS). In Masculine 

Cultures, people (whether male or 

female) value 

assertiveness, ambiti

accumulation of wealth and 

material possessions and the dominant 

values are achievements and success, 

whereas the dominant values in a 

feminine society are caring for others 

(Hofstede, 2010). In 

masculine societies, performance and 

achievement are important and so are 

status brands to show one's success 

(de Mooij and Hofstede, 2010). 

ncertainty Avoidance Index (UAI). In 

Uncertainty Avoidance Culture, people 

try to avoid uncertainty and ambiguity 

and control these situations by forming 

(Hofstede, 2010). 

People of high uncertainty avoidance 

are less open to change and innovation 

than people of low uncertainty 

(de Mooij and 

. They are also less 

commerce due to its 

(Khushman et al., 

based on the data 

(Hofstede, 2010) shows 

Ireland’s cultural difference across these 

four elements in comparison to the 

World average.  

 

Ireland’s cultural difference in comparison to the European and World average 

nnovation (Hofstede, 
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expose organisations with irresponsible or 

bad behaviour and they tend to act in 

concert through voluntary associations 

(Williams and Zinkin, 2008)

that Ireland has a higher proportion of 

people who are open to change and 

innovation, a positive yardstick for 

companies planning to implement Social 

CRM, but it also implies that customers will 

not hesitate to use the same channel for 

exposing the irresponsible behaviour of the 

organisation. 

 

Current Market Analysis 

 

 

Fig. 3: Popularity of Social Networks and O

 

Google Insight also reveals the

figures, specific to some of the popular 

Social Media sites (Table construed by 

extracting location-wise numbers from 

Table 2: Popularity 

Country Twitter

Ireland 

United States 

United Kingdom 

Germany 

France 

 

As can be seen from the above table, 

Ireland is number one in the usage of 

Twitter, LinkedIn and Youtube. Its 

Facebook usage is third in the list and 

surprisingly way ahead of 
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expose organisations with irresponsible or 

bad behaviour and they tend to act in 

concert through voluntary associations 

(Williams and Zinkin, 2008). This implies 

that Ireland has a higher proportion of 

people who are open to change and 

sitive yardstick for 

companies planning to implement Social 

CRM, but it also implies that customers will 

not hesitate to use the same channel for 

exposing the irresponsible behaviour of the 

In terms of the level of acceptance of Social 

Networks and Online Communities, Ireland 

is far ahead of other European count

and United States. As depicted in the 

following Google Insight graph

popularity of Social Networks and Online 

Communities for the 12 months u

study (July 2009 to June 2010) 

times more than the figures available for 

other countries. Even though the search 

was repeated for other countries in Europe, 

it showed up the same pattern

the graph can show only 5 countries at a 

time). 

pularity of Social Networks and Online Communities

also reveals the following 

specific to some of the popular 

Social Media sites (Table construed by 

wise numbers from 

Google Insights and grouped into a single 

table for comparing popularity between 

Social Media sites in selected countries).

 

Popularity between Social Media sites in selected countries

 

Twitter Linkedin YouTube Facebook MySpace

66 59 60 62 

26 36 13 2 

13 17 52 83 

45 44 41 64 

13 6 18 13 

As can be seen from the above table, 

Ireland is number one in the usage of 

Twitter, LinkedIn and Youtube. Its 

Facebook usage is third in the list and 

surprisingly way ahead of the United 

States. As expected, MySpace is popular 

only in the United States. The above figures 

need to be understood with

context and for comparison between 

countries. It is not a guide in deciding the 
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cceptance of Social 

ommunities, Ireland 

is far ahead of other European countries 

and United States. As depicted in the 

following Google Insight graph, the average 

of Social Networks and Online 

for the 12 months under 

study (July 2009 to June 2010) is three 

times more than the figures available for 

other countries. Even though the search 

was repeated for other countries in Europe, 

it showed up the same pattern. (Note that 

how only 5 countries at a 

 

nline Communities 

Google Insights and grouped into a single 

table for comparing popularity between 

Social Media sites in selected countries). 

a sites in selected countries 

MySpace 

15 

65 

7 

13 

7 

States. As expected, MySpace is popular 

United States. The above figures 

within a cultural 

context and for comparison between 

countries. It is not a guide in deciding the 



Journal of Internet Social Networking and Virtual Communities                                                          2 

______________________________________________________________________________________________________________ 

______________ 

 

Jayadev Vallath and Paula L. Roberts (2014), Journal of Internet Social Networking and Virtual 

Communities, DOI: 10.5171/2014.977265 

most popular social media channel in 

Ireland as interest in Facebook exceeds any 

other social Media Channel (71 to 3) as per 

a Google Insight Search on Social Media 

specific to Ireland.  

Expert’s view on Level of Influence 

The above figures as well as Cultural 

Dimension studies of Hofstede show a 

strong Social Network and Online 

Community culture in Ireland which should 

result in a Positive, strong influence. 

Social Factors 

Literature Review 

The evolution of Social CRM can be linked 

to the current research on Social Capital 

and Trust Theories and its adoption by 

organisations in relationship marketing 

and subsequent developments in 

traditional CRM practices. Social Capital is 

defined as the density of trust between the 

relevant actors (Svendsen and Svendsen, 

2009). Like Physical Capital, Social Capital 

can produce a stream of benefits to its 

owner in the form of information sharing, 

collective decision making and action. 

Similarly, it requires regular maintenance 

in the form of repeated social interaction or 

trust building behaviour (Grootaert and 

Bastelaer, 2002).     

 

Values, networks and trust have strong 

effects on Social Capitals. Networks provide 

members with information and access to 

other members. A network’s ability to 

increase Social Capital depends on values 

inherent in the network and trust becomes 

a precondition for individuals to make an 

investment in Social Capital (Stickel et al., 

2009). In fact, many studies consider ‘trust’ 

the key ingredient for maintaining social 

relationships amongst the members 

(Etemad and Chu, 2004)  and this becomes 

a prerequisite for Relationship Marketing 

(Morgan and Hunt, 1994). As a marketing 

tool, relationship marketing acquires added 

relevance in the Irish Health Insurance 

Industry as the traditional marketing mix 

like product, promotion, place and price 

can play only a limited role here due to 

tightly controlled state policy, geographical 

limitations and the current economic 

condition. 

One of the biggest advantages of 

relationship management is customer 

loyalty which is linked to customer life time 

value (Peppers and Rogers, 2004). 

Frederick Reichheld is credited for his 

extensive research on customer 

profitability and for the suggestion that 

most customers are profitable only from 

the second year onwards and customer life 

time value grows over a period of time 

(Reichheld, 1996).  

 

Though Fredrick Reichheld’s research may 

be relevant for most of the industry, it will 

be applicable to Health Insurance Industry 

only when there is a complete risk 

equalisation scheme to remove the 

disincentive in insuring older customers.  

 

When a customer is socially engaged and 

influential in her circle, then she can 

provide the organisation with indirect 

value through referrals (Greenberg, 

2009a). Studies by Kumar et al (2007) have 

shown that though the number of 

customers who are willing to make 

referrals can be high, the percentage that 

actually does can be far lower. This study 

also showed that the customers who give 

most business are usually not the best 

marketers; in other words the most loyal 

customers are not the most valuable ones. 

Their study also recommends dividing the 

customers into Champions (high life time 

and referral value), Affluent (high life time 

value and low referral value), Advocates 

(low life time value and high referral value) 

and Misers (low live time and low referral 

value) with a view to identify the 

customers who need to be encouraged and 

those who need to be nudged to make more 

recommendations. 

 

The development of CRM is the result of 

integrating Relationship Marketing into a 

total customer management framework by 

making use of the latest developments in 

information technology (Lancaster and 

Reynolds, 2002).  It increases the customer 

value (Peppers and Rogers, 2004) by 

understanding, anticipating and managing 

the needs of current and potential 

customers (Brown, 2000) and by collecting 

information about the customers and using 

that to enhance customer experience and 

foster long term relationships (Bennet, 
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2008).  According to Paul Greenberg 

(2010), the traditional CRM strategies 

which are primarily concerned in managing 

relationships differ from Social CRM 

strategies which treat the customer as a 

partner who can add value to the 

organisation. Bob Warfield (2009) 

considers this a paradigm shift from a call 

centre model type of relationship 

controlled by the organisation to a model 

where the control is handed over to the 

customer. There is also a growing 

realisation that the customer can be a 

partner in creating value for the 

organisation. In their essay ‘Co-Opting 

Customer Competence’, C.K.Prahald and 

Ramaswami (2000)  suggest that 

organisations should include customers as 

a part of the extended enterprise by 

engaging them in an active, explicit and 

ongoing dialogue, mobilising customer 

communities, managing their diversity and 

engaging them in co-creating personalised 

experiences (C.K.Prahalad and 

Ramaswamy, 2000;p 3). 

Current Market Analysis 

A report compiled by Amas in association 

with the Irish Internet Association 

comments that Facebook is most effective 

in B2C context whereas Linkedin is 

effective in generating leads and building 

awareness to sales professional and hence 

valuable in B2B relationship building. It 

considers Twitter very effective in 

customer service, special offers and crisis 

communications (O'Toole, 2010).  Country-

wise statistics from facebakers.com which 

provides daily updates on Facebook usage 

reveals that there are 1.6 Million active 

Facebook users in Ireland (Candytech, 

2010). This is 37.9% of the total population 

and 67.34% of the total online users in 

Ireland. It also reports that 96% of these 

Facebook users are below 55 years and 

89% are below 45 years.  This is important 

in the light of the previous research 

showing the claim cost acceleration trend 

after the age of 50 years.   

Expert’s View on Level of Influence 

Experts are of the opinion that Social CRM 

allows for the creation of a stronger bond 

between customers and organizations. 

However, the quality of relationships built 

over a social media network is a major 

concern as it can often be light and not 

based on trust. In a community rated 

market, intergenerational support is 

essential for absorbing the losses on 

account of insuring older customers by 

profit generated from insuring younger 

customers. Social Media has tremendous 

potential for attracting a young population. 

This feature can be used to great advantage 

for targeting marketing efforts towards the 

younger segment. Its value is also 

appreciated in building relationships in a 

B2B context which can be best put to use in 

employer sponsored group schemes. For 

these reasons the level of influence is 

deemed to be Positive, strong. 

Technological Capabilities 

Literature Review 

Organisations realised the importance of 

Social CRM when social media applications 

brought about a revolution in participatory 

communications, building communities 

and creating and sharing information 

(Postman, 2009).  Though Facebook, 

Myspace, Flickr, Twitter, LinkedIn and 

Youtube are some of the known social 

networks, there are a number of other 

public and private social networks 

providing various niche services to its 

members. Organisations are looking for 

ways to track the flow of knowledge 

passing through these social networks. 

Business wants to be naturally present 

where their customers are.  According to 

John Hagel of Deloitte Centre for Edge 

Innovation, the convergence of pervasive 

connectivity, maturity of mobile devices as 

access points and near zero latency of 

transmissions creates a rich flow of 

knowledge (Ross, 2009). He argues that the 

source of economic value is shifting from 

stocks of knowledge to flows of knowledge. 

An organisation can learn by participating 

in this flow as it gives real time feedback as 

to how the organisation is doing externally 

in terms of its customer base and internally 

in terms of its operations. The challenge, 

according to Ross, is in determining which 

flow deserves attention and at what point 

in time filtering these flows becomes the 

key basis of competition and value creation 

in the future. Studies by Richard 

Hackathorn have shown how organisations 



Journal of Internet Social Networking and Virtual Communities                                                          4 

______________________________________________________________________________________________________________ 

______________ 

 

Jayadev Vallath and Paula L. Roberts (2014), Journal of Internet Social Networking and Virtual 

Communities, DOI: 10.5171/2014.977265 

can gain value by reducing latency by 

operational business intelligence (Davis, 

2005). Though this study is based on 

Internal Business events, its hypothesis is 

relevant to the identification of external 

and internal flows which can potentially 

develop into a significant business event. 

With Social CRM’s capability to integrate 

and analyse the internal and external flow 

of knowledge with near zero transmission 

latency, the reduction in the overall latency 

achieved could prove very beneficial to an 

organisation. 

 

Social CRM acquires a strategic dimension 

when social media users admit a stronger 

connection with organisations present in 

social media space as revealed by Cone 

Marketing Survey  (Cone, 2008)). 

According to Paul Greenberg, when such an 

evidence is present, it should be a natural 

choice for organisations to provide social 

media tools  which can help them in social 

sales, social marketing and social customer 

support (Greenberg, 2009b). Social CRM 

tools normally provides for discussion 

forums, message boards, posting 

comments, polls and voting, surveys, 

reviews, rating, chat, blogs, wikis, 

bookmarking, tagging and search (Sarner 

et al., 2010).  For organisations, Microsoft’s 

white paper (2010) ‘CRM and Social 

Networking: engaging the Social Customer’ 

lists the following benefits:  identifying key 

influencers, automatic tracking of 

conversations, analysing sentiments, 

keeping track of competitors’ public 

conversation, identifying sales prospects 

and monitoring social networks for 

keywords, complaints and issues. 

 

For Social CRM to be effective, the 

organisation’s customer base should have 

reached a level of technological maturity. 

The idea of a social technological ladder 

was propounded by Forrester Research’s 

William Band and Natalie L Petouhoff 

(2010) in their  article ‘Social Media Goes 

Mainstream’ . The article suggests 

surveying a company’s customer base to 

assess the social computing behaviour and 

attitudes. It suggests that the organisations 

assess whether prospects and customers 

are willing to comment on blogs, contribute 

content to online forums or wikis, or view 

online video segments and use the 

resulting segment profiles to design 

interaction plans that align with their 

current social behaviours and preferences. 

 

The major obstacles identified by a 

Deloitte’s survey (2009) in making online 

communities work are getting people to 

engage and participate, attracting people to 

the community and getting people to keep 

coming back. A study of Social Media 

Technology Acceptance Model by the 

University of Reading found that the Web 

2.0 features (ease of networking, ease of 

participation and ease of collaboration) 

coupled with familiarity, care, information 

sharing, and perceived trustworthiness are 

the main factors which influence Social 

CRM acceptance (Askool and Nakata, 

2010). Jennifer Preece and Ben 

Shneiderman (2009 ) take this idea a step 

further and develop a Reader to Leader 

framework in their article on motivating 

technology mediated social participation. 

They suggest that people can be motivated 

to move from readers to leaders based on 

usability and sociability factors and 

participants who deepen their commitment 

by making repeated contributions or 

significant collaborations may grow loyal to 

their social connections and take on 

leadership efforts to strengthen their 

community. 

Experts View on Level of influence 

Experts view the capability of Social CRM in 

providing real-time market data, 

intelligence and feedback as very attractive 

for organisations. Social CRM’s analytical 

capability to identify key influencers, 

analyse sentiments and react to new 

announcements and developments are also 

seen as very valuable to organisations. The 

technological environment discussed above 

and the technical capabilities look 

promising and therefore a Strong, 

moderate score is proposed. 

Business Objective 

Literature Review 

Charlene Li and Josh Bernoff (2008) have 

examined CRM 2.0 capabilities with a view 

to determining which business function can 

benefit from Social CRM and they have 

observed that CRM 2.0 capabilities can 
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benefit Market Research, Marketing, Sales, 

Support and Product development. 

 

Organisations mainly use social CRM for 

marketing, customer support and sales. 

According to a Deloitte survey (2009), 

marketing is the primary reason why 

organisations adopt Social CRM followed 

by creating value for the brand and direct 

sales. This is on account of Social CRM’s 

capability in generating word of mouth 

marketing, increased customer loyalty and 

increased product or brand awareness. It 

can interact with Social Media and 

interpret the activities of the individual and 

the data in their profile for offer 

optimisation (Greenberg, 2010). Though 

traditional advertisements can be 

purchased, the word-of-mouth publicity 

generated by social networks needs to be 

earned and it can happen only if the 

marketing efforts by the organisation are 

genuinely useful to individuals who initiate 

or sustain the word-of-mouth 

conversations. One of the ways to do that 

would be to confer social importance to 

such individuals (Zeisser, 2010).  

 

For customer support, Social CRM can scan 

social media communities to find customer 

complaints and then analyse the emotional 

depth (good or bad) of the complaints. The 

outcome of this exercise can be an 

automatic alert to the customer service 

agent to notify them of the complaint. The 

complaint can also be promoted to the 

community for providing a solution. If an 

answer is found, then it becomes part of 

the company customer service 

knowledgebase (Greenberg, 2010). 

 

In sales, the internal analysis based on 

previous trends and similar deal situations 

can be combined with the external analysis 

based on profile information from social 

networks like LinkedIn or Facebook to 

form a comprehensive view of the 

opportunity and factors that might affect 

the sales (Greenberg, 2010). 

Current Market Analysis 

HIA’s Health Insurance comparison 

website (2010b) shows close to 200 plans a 

customer can choose from. With the 

tendency of insurers to create a ‘self-

selection mechanism’, choosing the right 

plan would require careful consideration of 

the benefit it offers. This can be a bit 

daunting for the average customers. Here, 

Social CRM can play an important role in 

guiding customers in choosing the right 

plan and reinforcing their trust and 

confidence in the organisation.  

Experts View on Level of Influence 

The Health Insurance Industry is not 

particularly suited for turning customers 

into problem solvers as customers expect 

clarity in communication which can only be 

given by a professional agent. 

Organisations can generate good will by 

involving customers in innovations and 

ideas. It can also be a communication 

channel for receiving early feedback on 

new products and services which it intends 

to introduce. Generating word of mouth 

referrals, creating loyalty, retention and 

growth, and deriving value as an alternate 

channel of communication are some other 

potential benefits of Social CRM as 

identified by the experts. The marketing 

potential of Social CRM offers a Positive, 

strong influence. 

Cost Benefit Studies 

Literature Review 

There are not many published cost benefit 

studies on Social CRM probably because 

organisations are still experimenting with 

it and are not yet ready to quantify the 

outcome.  The number of active users and 

the frequency of posting comments are the 

most frequently used measure of success. 

In any large online community, a large 

number of people would be ‘lurkers’ who 

observe the online community but do not 

participate in any overt manner by posting, 

contributing or communicating within the 

members of the community. Studies by 

Nonnecke and Preece (1999) disprove the 

preconceived notion that one must be an 

active poster to be part of community. They 

found that even lurkers can have strong 

sense of community and suggest that giving 

lurkers recognition as valid participants 

will benefit both lurkers and the 

community as a whole. In a more recent 

study by MIT (Takahashi et al., 2007), the 

authors regard lurkers not as a target to be 

reduced, but one to be promoted and 

observe that lurking might have positive 
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impacts on the management of an online 

community. This is believed to be true due 

to the fact that a considerable number of 

lurkers use or propagate information 

gained from online communities in their 

outside environment and hence they have 

high value in word of mouth 

communication through more traditional 

channels. 

 

Social CRM researchers generally avoid the 

topic of return on investment on Social 

CRM as many consider intangible benefits 

far exceeding tangible benefits. However 

Deloitte’s Ed Moran thinks that in a 

customer service context with its 

tremendous opportunity to leverage the 

relationship-building and community spirit 

of social networks, the cost of customer 

support is easy to calculate. When a 

customer has a problem resolved in an 

online community, either by a corporate 

representative or especially by another 

community member and as a result the 

customer does not call the support line, the 

cost savings can be measured (Soat, 2010). 

 

With a three year time frame for analysis, 

Forrester suggests a figure of 99% ROI 

from customer service online community 

projects for small and medium sized call 

centres which use federated searches, 

attract super users and allow agents to 

access the customer community to engage 

with them and demonstrate a genuine 

interest in a user’s opinion (Petouhoff et al., 

2009). 

Expert’s View of Level of Influence 

Experts are of the opinion that most of the 

benefits derived by the business are 

intangible and it is difficult to put a value 

against these benefits. The cost benefit 

study discussed in the Literature Review 

has limitations in terms of its relevance to 

the Irish Health Insurance Industry which 

is more orientated towards using Social 

CRM as a marketing tool instead of using it 

for customer support of online 

communities. It is unlikely that a cost 

benefit analysis would be the main driver 

for implementation of a Social CRM 

strategy as there are important 

considerations other than cost to be taken 

into account.  Therefore, this factor would 

exert only a Positive, weak influence. 

Market Trends 

Literature Review 

 

Organisations watching competitor’s space 

to avoid unexpected surprises would find it 

hard to keep away from Social CRM when 

studies point to its gaining maturity in the 

market. According to a Deloitte survey 

(2009) of more than 400 US companies, 

94% of respondents intend to maintain or 

increase their investment in enterprise 

social networking tools, 20% of the 

respondents have instigated formal 

‘ambassador’ programs which give 

outsiders preferential treatment in return 

for being more active in the community 

and 39% of the respondents indicated that 

more full-time people are being deployed 

to manage the communities.  Organisations 

may also be influenced by the growing 

number of Social CRM case studies, which 

broadcast the positive outcome from its 

usage as well as the danger of not having an 

effective intervention tool like Social CRM 

in protecting its brand image, in the event 

of a negative campaign in online 

communities. 

 

In July 2009, the Altimeter group released a 

study that analysed the 100 most valuable 

brands and how they engage across 11 

different online social media venues 

including Facebook, Twitter and YouTube. 

It ranked Starbucks in first place, followed 

by Dell and eBay (Rubel, 2009). According 

to C.K. Prahalad (2010), companies identify 

best practices, particularly those of market 

leaders, and try to implement them. Such 

benchmarking has a role to play in 

business. It may allow enterprises to catch 

up with competitors, but it will not turn 

them into market leaders. Organizations 

become winners by spotting big 

opportunities and inventing next practices. 

Starbucks’ social media experiment should 

be looked at from this aspect.  

 

Starbuck maintains six online community 

touch points. A Facebook page, a Twitter 

feed for customer service, a YouTube 

channel for posting videos of brand 

promotion and its charitable work, an Idea 

forum for receiving ideas from its 

customers, a social network to get people 

to take action by supporting events that 

enrich their communities and a Flickr 
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account for posting photos. This underlines 

Starbucks CEO Howard Schultz’s vision, 

which he articulates in terms of the need 

for human connection and sense of 

community in the society we are living and 

the desire to constantly create excitement 

that provides differentiation and 

separation in the marketplace 

2010). 

 

Emily Bryson York, who studied Starbucks’ 

social media phenomenon, reckons that 

Starbucks has more than 5.7 million 

Facebook fans and 775,000 Twitter 

followers, 180,000 registered users in its 

Idea forum and more than 80,000 ideas 

MyStarbucksIdea.force.com 

Starbucks does not make any money 

directly from its social media efforts b

what it does is reinforce and deepen 

relationships with existing customers 

(Quenqua, 2010).  

 

 

 

Fig

 

According to Google Insight, the numbers 

on the graph reflect how many searches 

have been done for a particular term, 

relative to the total number of searches 

done on Google over a period of

data are normalised and presented on a 

scale of 0 to 100. It can be seen from the 

graph that the average interest shown on 

the topic of Health Insurance

51% which is second only 

figures reported by the US. Even though the 

search was repeated for other countries in 

Europe, no other country could report a 

figure that came anywhere 
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posting photos. This underlines 

s CEO Howard Schultz’s vision, 

terms of the need 

for human connection and sense of 

community in the society we are living and 

the desire to constantly create excitement 

differentiation and 

separation in the marketplace (Ignatius, 

Emily Bryson York, who studied Starbucks’ 

social media phenomenon, reckons that 

Starbucks has more than 5.7 million 

Facebook fans and 775,000 Twitter 

80,000 registered users in its 

dea forum and more than 80,000 ideas on 

MyStarbucksIdea.force.com  (York, 2010). 

t make any money 

social media efforts but 

what it does is reinforce and deepen 

relationships with existing customers 

A recent research on German Health 

Insurance companies using Web 2.0 

et al., 2010) brings some interesting 

insights. The study shows that cost savings 

and competitiveness are the two main 

reasons for German Health Insurance 

companies to provide high quality 

information via the I

insurance contributions in Ger

harmonized to a certain level, the 

differentiating factors for the companies 

are the services they provide. Three major 

attractions discussed in the study for Web 

2.0 implementation are pre

consultation, co-design of the products and 

a playful and interactive way of providing 

contents.  

Current Market Analysis 

Health Insurance is a hot topic in Ireland

and the public interest in this topic is 

surpassed by people in the

America. A search on Google Insight 

produces the following graph.

Fig. 4:  Public Interest in Health Insurance 

According to Google Insight, the numbers 

on the graph reflect how many searches 

have been done for a particular term, 

relative to the total number of searches 

a period of time. The 

normalised and presented on a 

0. It can be seen from the 

average interest shown on 

the topic of Health Insurance in Ireland is 

only to the 53% 

US. Even though the 

search was repeated for other countries in 

could report a 

came anywhere near to these 

figures (The graph can show only 5 

countries at a time). 

Experts View on Level of Influence

 

Experts generally have a positive view on 

Social CRM’s possibilities and highlight 

case studies to underline how different 

industries make the best use of this 

emerging channel of communication. There 

is a general consensus that organisations 

will experiment with Social CRM

near future. Eventually, a Social CRM 

strategy will become the objective for 

organisations who wish to promote loyalty 

and trust. The Experts 
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figures (The graph can show only 5 

Level of Influence 

have a positive view on 

Social CRM’s possibilities and highlight 

case studies to underline how different 

industries make the best use of this 

emerging channel of communication. There 

is a general consensus that organisations 

will experiment with Social CRM in the 

near future. Eventually, a Social CRM 

strategy will become the objective for 

organisations who wish to promote loyalty 

xperts highlight the 
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growing popularity of Social CRM. In the 

current economic and industrial climate, 

Health Insurance is an important topic for 

people in Ireland. It is likely that an 

initiative such as Social CRM, if introduced 

in this climate, will be immediately noticed 

potentially reducing the effort required in 

creating a committed fan base. Therefore, 

the Level of Influence is deemed to be 

Positive, moderate. 

Issues and Risks 

Literature Review 

Understanding the risks and pitfalls helps 

an organisation in facing up to the 

problems. It can also be a major influence 

on a Social CRM strategy. According to the 

Information Systems Audit and Control 

Association ISACA (2010), organisations 

are exposed to the following risks from 

social media: 

 

• Corporate Social Media Presence: The 

risks include data theft and leakage, 

exposure to customers through 

fraudulent or hijacked corporate 

presence; organisations loss of control 

(legal right) on information posted to 

the social media site and increased 

customer service expectations leading 

to customer dissatisfaction. 

 

• Employee’s Personal Use of Social 

Media: The risks here include privacy 

violations, reputational damage, loss of 

competitive advantage by spilling 

company secrets, data theft and data 

leakage. 

  

In terms of specific legal issues, the article 

‘When marketing through social media, 

legal risks can go viral’ from Melissa 

Landua Steinman and Mikhia Hawkins 

(2010) is an important guideline for  

organisations. This article looks at a 

number of issues such as third party abuse 

of business trademarks and copyrights, the 

need for monitoring and screening of social 

media content and how to effectively 

address privacy and data security issues. 

The main theme that comes out of this 

article is the importance of proper 

guidelines and controls such that 

organisations can implement their own 

terms and conditions. 

Many organisations bring specific 

guidelines on social media engagement to 

their employees and encourage them to use 

it for more successful business 

relationships. This optimism and 

confidence is visible in Intel’s social media 

guidelines when it says “Let's share with 

the world the exciting things we're learning 

and doing and open up the channels to 

learn from others”  (Intel, 2010). 

Current Market Analysis 

There are some serious concerns in 

Implementing Social CRM but there is also 

an opportunity to enhance the image and 

reputation of the organisation.  

Organisations need to have a balanced 

approach in handling the criticism and 

negative views. To quote Intel’s guidelines 

on Social media usage (2010): “If the 

content is positive or negative and in 

context to the conversation, then we 

approve the content, regardless of whether 

it's favourable or unfavourable to Intel. But 

if the content is ugly, offensive, denigrating 

and completely out of context, then we 

reject the content”. In terms of privacy and 

security issues, guidelines like those issued 

by ISACA should help organisations in 

facing up to the challenge. 

Expert’s View on Level of Influence 

Complacency, negative comments and lack 

of control over content are the main issues 

discussed by experts. Tackling issues 

immediately, acknowledging genuine error 

and highlighting how social CRM helped in 

resolutions for all to see are some of the 

methods discussed to address these issues. 

Experts are also of the view that explosive 

situations, if handled diplomatically, could 

highlight the maturity of the organization 

to those following the discussion. 

 

The overriding privacy concern in the 

Health Insurance sector is measured by 

assigning a measure of negative influence 

on the Social CRM Business Case. The risk 

mitigation methods discussed in the 

Literature Review should address some of 

these concerns resulting in a Negative, 

weak influence. 
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Summary of Business Case Analysis 

In summary, experts believe that the 

implementation of Social CRM can largely 

benefit the Irish Health Insurance Industry. 

They base it on the fact that nine out of the 

ten external environmental factors 

considered for this study resulted in a 

positive influence and most of these are 

categorised under strong or moderate. 

 

Table 3: External environmental facto’s Level of influence on the business case 

 

External Environmental Factors               Level of Influence 

1. Nature of Business Positive Moderate 

2. Demographic Profile Positive Moderate 

3. Market Forces Positive Strong 

4. Cultural Dimensions Positive Strong 

5. Social Factors Positive Strong 

6. Technological Capabilities  Positive Moderate 

7. Business Objectives Positive Strong 

8. Cost/Benefit Studies Positive Weak 

9. Market Trends Positive Moderate 

10. Issues and Risks Negative Weak 

 

Conclusion 

 

In conclusion, it is suggested that Social 

CRM is a sound business strategy for the 

Irish Health Insurance Industry mainly due 

to its appeal to the young generation. This 

is one market segment every insurer would 

like to retain and grow due to its 

profitability. The Literature Review has 

revealed that in the absence of risk 

spreading, the insurer can get into a “death 

spiral” type of situation. In a community 

rated market, the insurer needs to have a 

sufficient number of low risk (young policy 

holders) to spread the risk of insuring high 

risk older policy holders. 

 

The Literature Review has also shown why 

adverse risk selection is generally absent in 

an employee sponsored group segment and 

how marketing and administrative 

efficiencies can contribute to higher profit 

in this segment. However, insurers are also 

limited by their ability to interact directly 

with the policy holders in this segment as 

their interaction typically would be with an 

authorised person appointed by the 

employer for maintaining employees’ 

policies. This confines the insurer’s ability 

to cross-sell and up-sell its products and 

generate a higher profit. Here, a non-

conventional and innovative approach is 

required to engage the policy holders. The 

Literature Review has also highlighted the 

importance of creating multiple channels of 

communication with customers, which will 

help them in choosing the most 

comfortable channel for communicating 

with the organisation. Social CRM could be 

an effective channel in this segment for 

policy holders to engage with the insurer 

directly without involving their employers. 

 

This research has also pointed out how 

Social CRM can promote a sense of 

community among users. It has highlighted 

the advantages of creating an accessible 

support structure possibly maintained by 

an ambassador customer for creating trust, 

loyalty and perhaps, additional sales and 

revenue. This model has a likely application 

in larger employee sponsored group 

segments whereby a suitable policy holder 

within each large group can be assigned the 

ambassador customer role. 

 

Experts agree on how easy it is to form 

target clusters in a Social CRM space and 

there is tremendous scope for its 

application in the Health Insurance 

business. For instance, Social CRM can also 

be used to create a sense of prestige and 

status among policy holders who buy 

premium plans by creating a community of 

premium plan customers who would be 
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eligible for a superior service and 

additional incentives.  

 

Hofstede’s cultural dimension studies have 

revealed that people in Ireland are very 

open to innovation and change and at the 

same time critical of irresponsible 

behaviour. This cultural aspect as well as 

the high social network usage in Ireland 

should encourage organisations to use 

Social CRM as an innovative channel for 

customer interaction as there is a higher 

probability that this initiative will find 

acceptance from its customers. 

 

In recent times, a large number of 

insurance products were introduced by 

insurers in Ireland, targeting specific 

market segments. Competition alone 

cannot justify the number and frequency of 

these product launches. It is likely that the 

insurers are desperately looking for a 

winning formula to maximise the profit and 

as a result, tend to experiment by tinkering 

with the product and benefit design. The 

absence of an effective feedback loop from 

customer to insurer makes this process 

more time consuming and costly. This 

research has highlighted the possibility of 

improving this process by implementing 

Social CRM to facilitate receiving more 

timely feedback from online customer 

communities. 

 

Organisations would like to receive timely 

market intelligence and there is a much 

higher expectation when Social CRM is 

implemented. However, experts have 

highlighted the need for creating the 

necessary structure and framework for 

processing this flow of information. It is 

likely that implementing Social CRM should 

activate this process within the 

organisation and improve an organisation’s 

overall capability in handling market 

intelligence and also strengthen their issue 

prevention/intervention mechanism. 

 

Privacy and security are of utmost 

importance to the Health Insurance 

Industry. This was one of the concerns of 

experts while discussing the 

implementation of Social CRM in the Health 

Insurance Industry. It appears that this 

particular concern will limit the use of 

Social CRM as a Customer Support tool in 

the Health Insurance Industry. Insurers 

might want to provide this support on a 

one to one basis in a secure and 

confidential environment. However, there 

is a strong incentive to implement Social 

CRM in marketing, sales and market 

research activities. A Social CRM 

implementation is relatively less expensive 

than a number of other enterprise wide 

applications such as supply chain 

management, human resource 

management etc., as it would be usually 

built on top of an existing CRM module. It is 

unlikely that the cost will be a main 

concern in deciding whether or not to 

implement Social CRM; rather it would be 

the existence or absence of a justifiable 

business case. As such, in the case of the 

Health Insurance Industry, the business 

case is strong enough to consider its 

adoption in the current economic and 

regulatory environment. 

 

In the social media space, the organisation 

and its customers coexist and the resultant 

vulnerability of the organisation could give 

rise to the fear of loss of control. It appears 

that this would be the nature of the game in 

the future and as pointed out by Howard 

Schultz, CEO of Starbucks, by facing up to 

this challenge, organisation can in fact 

benefit by gaining further trust from its 

customers. 
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