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Introduction

Nowadays, technologies are developing very fast and the
companies, which are able to meet customers needs at the
right time and with the lowest time resources have become
most competitive. The modern customer is always busy,
constantly rushing and requires high-quality, well-timed and
appropriate service. The principles of traditional business are
outdated and require new, more efficient methods of work-
ing, which leads to traditional business transformation into
an electronic. The development potential of electronic busi-
ness (further — E-business) is increased by the newly acquired
knowledge, nurtured innovations and new technologies de-
velopment. Recently, E-business penetrates into the insu-
rance sector but not all customers are willing to use electronic
insurance (further — E-insurance) services, considering it as
obvious advantage.

Insurance companies expect greater number of custo-
mers, better service quality and short-time working which
E-insurance services provides. However, here is the main
problem, which should be taken into account: irrelevant prin-
ciples in life insurance sector implementation prevents de-
velopment of many insurance companies. This paper po-
tentially focuses on the country’s insurance business as eco-
nomically and politically sustainable business development
when knowledge, innovations and technological integration
become a key resource in the formation and directly influence
main development factors. The electronic insurance develop-
ment is coherently discussed in this paper.

In order to achieve these objectives it will be necessary
to choose an adequate methodology, to define the electronic
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insurance businesses sustainable development model and to
link the categories of information, innovations and technolo-
gies. The following phases are to be considered in order to
achieve the main objectives:

i) disclose and explain the purpose of knowledge, innova-
tion and technology integration;

ii) describe the key E-business models;

iii) carry out the analysis of the E-insurance concepts, dis-
close the main E-insurance processes and their partici-
pants;

iv) prepare the principal E-insurance business models.

The research is based on theoretical analyses and hands on
experience.

1. Essential indispensable condition

Knowledge, innovations and technologies integration must
be treated as an essential indispensable condition for the de-
velopment of E-business. Rapidly expanding globalization
enhances the demand and the importance of fast integration
into innovations and technologies. Knowledge, innovations
and technologies integration are the key factors that define
the creation of sustainable business. Our knowledge, innova-
tions and technologies complex treatment as integrated sys-
tem should require taking into account the diversity of situ-
ations and would be directed for the implementation of the
strategies [1].

The growth of knowledge demand and importance [2] pro-
motes the creation of specialized multidimensional cluster.
The core of such cluster is to create generally available/newly
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Table 1. Structure of the IT competitiveness.
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Tacit IT knowledge
Vision of the IT
Additional business

Explicit IT knowledge +

IT competitiveness
The help of the IT
IT business integration

acquired knowledge, innovations and technologies system
that can improve company’s management the system that fos-
ters company’s sustainability and enhances competitiveness
of a company or even a country.

Multidimensional cluster is based on knowledge — the es-
sential resource for promoting the ability to compete in un-
usual environment. Knowledge is seen as the ability to per-
form the special tasks and as the way to transfer the informa-
tion [3] so, it is necessary to accumulate new knowledge also
improving skills and expanding the experience. Ineffective
management of knowledge loses its value faster than mate-
rial resources, so a multidimensional cluster management re-
quires a new concept, new management techniques when the
fundamental object is not profit generated by the business, but
the sustainable development of business and customer satis-
faction.

By reducing the demand of knowledge there are presump-
tions how to implement innovations into business processes
and technologies. Technological innovation is considered to
be a key factor for competitiveness which encourages new
technological advances and becomes a condition to foster the
possibility of a profit, developing experiences and knowledge
[4]. In general terms, innovations promote the interactive
process of knowledge generation and application because the
potential innovation is possible only through the usage of the
acquired knowledge.

The implementation of innovations in business processes
results in: the improvement of the strategic activity, reduc-
tion in demand of investment, penetration into new markets.
Focusing on actions that influence the significant changes in
organizational structure, that implement better management
techniques, that ensure new, completely changed strategic di-
rections, new organizational methods and new business prac-
tice emerge. In terms of new organizational methods, one of
them is E-business. E-business requires appropriate structure
and implementation of new technologies. [5] The service-
oriented structure enables more efficient methods to manage
the challenges of IT implementation.

By widespread use of IT in business processes it becomes
extremely important to foster the technologies success and to
focus attention on such key factors as asset, knowledge, skills
and organizational processes. No less important factors are
the support of the staff in IT implementation, IT manage-
ment experience, IT business strategy, the appropriate organ-
izational structure, management processes, support of mana-
gers and knowledge about the characteristics of the industry.
Information is invisible asset that can be used to value crea-
tion as an important resource. Therefore, proper management

of information helps to get information about competitors and
to gain competitiveness.

Table 1 represents the structure of the IT competitiveness.
Here are three factors influencing the development of IT
competence [6]:

i) IT competence of companies (IT skills, ‘“know-how”
tacit knowledge);

ii) IT competence of managers (explicit and tacit manager
knowledge);

iii) competence of information management (practical ac-
tivities).

The whole of these factors can be expressed by formula
presented in Table 1.

The competitiveness of the business IT and success of
the IT business integration depend on the available explicit
knowledge (regulations, rules and other important documents
entity) and the available (or acquired) tacit knowledge (staff
experience, personal characteristics, their attitudes towards
new technologies) and additional business knowledge (exist-
ing partner or suppliers knowledge).

2. E-business models

Defining what E-business is and when this concept began to
be used, it turned out that there is no one general concept.
Sometimes e.business concept is synonymous with e. com-
merce but here are two different concepts. E-business —is the
whole of business processes that is carried out using digital
technologies and e. commerce — it is a commercial trans-
action between the company and the client. It follows that
E-business is a broader concept which includes the concept
of e. commerce.

Some researchers claim that concept of E-business links to
the World Wide Web (WWW), since people were able to take
advantages of online resources. In 1996 IBM corporation de-
scribed E-business as an improvement of business process
using digital technologies. [7] As one of the E-business as-
sumptions is the use of digital technologies and E-business
is associated with the use of IT, so e. business is the use of
IT data transfers (computer) networks during organization of
business processes [8].

IT is defined as general conception that defines any tech-
nology that helps to produce, manipulate processes, sales and
communication or exchange any information using appropri-
ate equipment [9]. The base of E-business is Internet, which
is the main tool for connection and improvement of business
processes. E business can be defined as automation of tradi-
tional business through the computer networks.
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Due to rapidly growing information and communication
technologies development [10], companies are competing
with each other in particular use of technology. As soon as
company ‘s business processes are transferred to the electron-
ic environment, it becomes possible to provide the best qua-
lity products/services to meet customers’ needs.

E-business has become constantly changing activity due to
constantly evolving information technologies. It is necessary
to mention the main E-business development phases [11].

Ist- E-business phase which covers the years 1995-2000.
During this period the companies began to purchase
online and support business activities through usage
of technological solutions.

2nd- E-business break phase which occurs in 2000. At this
stage several unsuccessful business models revealed
how to improve information and communication tech-
nologies (ICT) and to reduce business costs.

3rd- the current E-business phase. The main objective is
to create and improve the information structure which
is fully supported, important and necessity for E-
business.

The rapidly changing era of computers and communica-
tion technologies has been gradually affecting the system of
economy and changing business models. Business model is a
method of business organization, which is used by company
to make a profit [12]. Depending on the parted subjects, the
following E-business models are usually distinguished [13].
1. Business to business (B2B) — it is one of the most wide-
spread E-business models where the services are provided
among two business subjects — companies or institutions.

2. Business to client (B2C) — it is often used model when
business subjects provide services to client directly.

3. Business to business to client (B2B2C) — complex form
of business when the business provides the service to client —
business, which also has its own clients and provides services
for them.

4.  Client to business (C2B) — it is now rapidly ex-
panding business organization model where individuals use
the Internet in providing appropriate services to organiza-
tions/business.

5. Client to client (C2C) — it is a business model which re-
quires a low cost where the on client sold available products
(services) to another client directly.

6. Mobile commerce (m-commerce) — it is a business process
which is carried out by use of the wireless technologies.

7. Business to employee (B2E) — it is e. commerce mo-
del where business delivers products/services to a particular
employee.

8. Business to government (B2G) — business model promoted
by the government when payments for routine activities and
corporate taxes are carried out electronically.

9. Government to client (G2C) — it is currently used busi-
ness model that provides electronic public services to clients
directly.
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Finally, it can be said that every company can stay compe-
titive and adequately meet the customers’ needs if it transfers
traditional business processes into electronic environment.
Moreover, it is necessary to choose the best E-business model
which is acceptable to both, the owners and the customers.
The operating principles of regulation helps to act purpose-
fully and to meet customer needs faster and better.

3. Nurture of E-insurance business

Constant growth of importance of information and commu-
nication technologies and nurturing development of the In-
ternet has accelerated changes in business processes. The
most important outcome remains business processes transfer-
ring into the electronic environment. In the turn of changes
occurs E-insurance business. E-insurance has emerged as a
result of communication and information technologies evo-
Iution when all insurance operations are carried out through
the Internet. At the same time it is improving the quality of
life, the insurance companies require more information and
more efficient use of necessary methods. From this point of
view, E-insurance reduces the resources of time and mana-
ging costs [14].

Here it is also necessary to distinguish the three main E-
business development opportunities: website, the automation
of business operations and processes, cardinal change of or-
ganization from traditional to the virtual [15]. However, not
all companies are able to improve existing business processes
as fast as IT innovation. In the context of information sharing
and exchange, insurance companies promote such IT solu-
tions es presdented below.

1. Website, where all the basic information about the in-
surance company is given, the proposed insurance pro-
ducts and contract conditions.

2. Web portal, indirectly related site to the customer,
which contains links to various pieces of the most inter-
esting information. Later, insurance companies agents
will verify the information which sites are mostly vi-
sited by customers and what is the most interesting to
visitors.

3. Portal of the point of sales, information about the con-
crete site in the other related to insurance site (for exam-
ple: insurance services advertising in car sales websi-
tes).

4. Intermediate brokers, website of brokers who do not
sell insurance products directly but these that offer to
choose a certain companies’ services.

Foreign insurance companies are developing E-insurance
in two ways [13]:

a) reverse auction is a situation when a potential insur-
er declares wish to insure himself/ his company and
they are offered the best insurance option and condi-
tions (insurance company, type of insurance, the terms
and amount, price of insurance);
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products, terms and other specialized conditions;

reminds of experts;

. Information about: trends in insurance industry, insurance conditions,

. Clients support system that encourages to buy services and the necessary

SELF-SERVICE PORTAL

. The profile of insurance company.
INNOVATION WEBSITE TECHNOLOGY
E. MAIL
INSURED

Fig. 1. E.insurance "business to client" (B2C) model. Adapted according to Ref. [18].

b) aggregator is a websites where you can find all the in-
formation about proposed insurance services (E-Helath
Insurance).

The potential customer can be provided with spreadsheets
and get the necessary information about the most favorable
insurance conditions. Currently aggregators are widely used
by most insurance companies.

Therefore, sometimes it is avoided to include life insu-
rance (further — LI) policy online which is influenced by
the complexity of LI as it requires thorough health check of
life insurance policy holders. On the other hand, it is very
difficult to evaluate cash value life insurance. Unfortunate-
ly, it still lacks a unified model how E-insurance should be
carried out, how to check the reliability of data, how to en-
sure the security and how to provide the best LI option to the
client. The following factors make it complicated to sell LI
online [16].

i)  illegal electronic signature;

il) unacceptable credit card;

iii) an insurance policy must be delivered to the customer
physically;

iv) wrong document format;

v) agents and brokers must show their license physically;

vi) prohibited from receiving payment for a policy if they
do not have a license;

vii) physical involvement of a third party.

It has become obvious that E-insurance business needs to
develop an appropriate legal framework, which legally re-
cognizes the legitimacy of online transactions (in compliance
with the laws), the certainty of sent e. documents or to estab-
lish a unified legal framework (portal), where registered users
could checks e. copies of approved documents.

4. E-insurance processes and the main partici-
pants

The insurance industry is one of the most important assets in
financial services because of economic growth and fostering
the public health. In the countries where risk prevails and
individuals are trying to accumulate funds for future, insu-
rance is necessary. Moreover, insurance is used to provide
an investment into available funds. E-insurance reduces the
costs of management and administration of business process-
es and improves the management of the data while reducing
the payment of commissions to the intermediaries [14].

Both, the literature and practice distinguish the three main
entities that occur in an insurance contract: the insurer, the
insured and the insurance company. From this point of view,
we can define the basic stages of the E-insurance contract
procedure [17]:

a) select the appropriate insurance companies providing
insurance products and compare them;

b) in accordance with the best offer, calculate insurance
rate, insurance amount and overview the additional
products/services;

c) prepare the order and complete the necessary forms;

d) pay for an insurance contract through electronic bank-
ing or by other available tools;

e) meet with an insurance agent and get an insurance
policy, use courier services to get a policy or get it
through the Internet.

It is also necessary to consider two things: the needs of a
market and how to attract new customers. The most appro-
priate way to implement all of these processes is the adoption
of “business to client” (B2C) model - see Fig. 1. Displaying
E-insurance “business to client” (B2C) model adaptation, it
is necessary to visualize the flows of information between po-
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licyholders and insurers [18].

Fig. 1 illustrates the information flows among the insurer
(insurance company) and an insured (insurance company ‘s
client) implementing the "business to client" (B2C) model
that is specified to the insurance sector when insurance ser-
vices are provided directly to the customers. This e. business
model is explained through the main flows of information and
it is used in many countries.

The basic part is the integration of knowledge, innovation
and technology that provides information flows among insur-
er and insured. Depending on the level of IT use in the in-
surance company ‘s here are different method, amount and
efficiency of policyholder available knowledge transfer. In-
formation can be expressed in three ways: on the website, by
the email or by the self-service portal.

Website presents the basic information about insurance
company: mission, vision, the objectives and values. Here
you can find the description (insurance regulations, terms and
conditions) of the main insurance products provided. Some
insurance companies provide the possibility to access the
spreadsheets and determine the costs of possible insurance
policy in order to get the desired amount of possible pay-
ment by the contract term and conditions. If the information
provided on the website runs out, clients are given the oppor-
tunities to communicate with insurer by the email. In order
to prepare insurance contract and to give the insurance claim,
customers are to send the necessary data by email and con-
firm the validity of the data in the insurance company later.
However, each client needs quick and efficient service. To
save customers time and to attract new policyholders every
insurance company should set the objective to create the per-
fect self-service portal where customer , entering password
could get the necessary information, communicate with in-
surer or contract with insurance company by one button click.
In self-service portal the client can see the details of the in-
surance contract (expiry date) and report back about current
event. It is also necessary to allow online payment of insu-
rance premiums or receive compensation to their even person
account directly. Such portals are the most beneficial for hard
working, busy clients who can fill in insurance contract or
an accident declaration without leaving home, just with one
button press on computer.

Analyzing E-business principles in the insurance sector in
Lithuania, it has been observed a link between the insured
(client) and the insurance company, taking into account the
needs of the client, the insurance company gets the benefiti.e.
profit and, most likely, the customer’s loyalty. E-insurance in
Lithuania contains not only the advertising guidelines, rec-
ommendation of the insurance company but also insurance
contracts, policies of insurance premium payment and report-
ing about accidents through self-service portal. Undoubtedly,
these processes are not automated in all companies and some
insurance companies communicate with the clients only by
email. Thus, technological innovation market in insurance
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industry in Lithuania is not sufficiently developed and libe-
ralized, however it has its own advantages and disadvanta-
ges of traditional insurance business transformation into E-
insurance.

5. E-insurance strengths, weaknesses and main
barriers to growth

E-insurance business is constantly expanding and its value
is growing. However, it is possible to distinguish some E-
business principles using insurance industry strengths and
weaknesses. This chapter describes strengths, weaknesses
and barriers which cause the e. insurance business growth.

Insurance strengths can by found in the scientific literature
and in practice [19] which are presented as follows.

1. The price reduction. A big number of intermediaries
lead to increase in prices (especially in the monopoly
market), in developing e. business technology the chain
of intermediaries decreases due to the service provider,
lower supplier prices and transaction costs which, sub-
sequently, lowers the prices of service;

2. Flexibility of the service provider results in capability
to communicate with customers online easier and more
efficient. The product (insurance contract) is to have an
appropriate price and is suitable to the client (condition
created especially for him);

3. The changes in service quality, flexibility to customers
needs requires improved service level with customers
making insurance services of higher quality;

4. Increase in the amount of contacts and communication
with customers, E-business opportunities make it easier
to communicate with clients, it becomes easier to seg-
ment customers by the appropriate criteria: geographic
area, interests, age, etc.

However, strengths do not exist without weaknesses, so E-
insurance has also its weaknesses. In general, all weaknesses
can be grouped into few groups:

a) more complex structure of the Internet — development
of business and online processes leads to more complex
Internet architecture: an increase in number of commu-
nication channels, the processes are specified to meet
the clients needs, so it is hard to standardize all proc-
esses;

b) Information security issue — due to the increasing
amount of information the security and quality play the
major role, so here it becomes very important to de-
velop better safeguard to ensure data (storage and trans-
fer) security.

It is necessary to mention that alongside E-insurance weak-
nesses E-business barriers to growth emerge. The key bar-
riers are according to Ref. [20]:

i) lack of resources (time and financial, because of large
establishment and operating costs);
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ii) lack of the necessary skills (inadequate staff, mistrust
in personnel, lack of knowledge, difficulties in IT sys-
tems integration);

iii) non-compliance with business (lack of appropriate
technology, lack of interest, defects in changes of proc-
esses);

iv) security gaps and disturbances.

To summarize, it can be stated that E-insurance is useful
and has a lot of advantages that reduce the negative impact of
defects. Reducing E-business barriers of growth (constraints)
in insurance business industry will decrease the resources of
time and finance and increases the benefit.

Conclusion

Nowadays, each operating company is provided to use the
key E-business principles or fully transfer the whole process-
es to the electronic environment. The intensive integration of
knowledge, innovations and technologies leads to the spread
of key E-business assumptions and due to its application, the
company will be able to stay competitive and efficiently op-
erating as a result of rapid business activity, more efficient
innovative IT and better quality of customer service.

The most appropriate for E-insurance is business to client
(B2C) E-business model, which includes all required infor-
mation and qualitative service to a client directly. The simp-
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