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TELECOMMUNICATION RESOURCE MANAGEMENT FOR COMPETITVE ADVANTAGE

JAMES CHONG, Simnsinn Bowles & Assoclates, 18th flnor. 15 Collins Street, Melbourne, Victoria, Australia

ABSTRACT

Hislorically ielecommunicalions has been considered a side
component of office services(voice) or information services(dala).
This perceplion is no longer valld as lelecommunicalions plays
an increasingly pivolal and slrategic role in ihe delivery of
information/data/voice services among global operalions. A
business strategy for information fechnology must recognise
this critical contribulion and seek to inlegrale lhe largely
fragmented lechnologies of dala communicalions, voice
communications, information sysiems and dala management.

Telecommunicalions has emerged as a crilical funclion with
signilicant impact on the siralegic planning process of a modern
corporalion. Some of Lhe faclors which have given rise lo its
importance include:

- deregulation of the global telecommunications industry;

. convergence of Lelecommunications and computing;
. rapid growth in the telecommunications market;
. use of informalion services and telecommunications to gain

business competitive advantages.

Sirategic telecommunicalions planning has become a necessity
in responding effectively to this dynamic and complex business
environment., i

However research appears to indicate that planning managers
mainly focus on factors related to cost of services and/or
technology platform. These perceptions often result in
telecommunications planning belng relegated to departments
such as Finance & Administration. This sort of delegation
exercises the least common denominator in a firm's budget.
Telecommunications is considered a business overhead.

Conversely, Lhe firm that views telecommunicalions planning as
a technical exercise slots the function into the narrow confines of
technical operations. These narrow confines limit the role of
lelecommunications planning leaving it out of touch with the
firm's business goals. Telecommunications should be viewed as a
corporate resource whose significance is greatly enhanced when
coupled with informalion management , allowing the firm to
achieve great strides over its competitors.

This paper atiempts lo exarnine;

1. the role of telecommunications planning in the corporate
strategy;

2. its organisational relationship to information services(l.S.)
within the context of an integrated informatfon technology
platform;

3. lhe contribuilion that telecommunications strategy has
made lo ihe internaticnalisation effort of two global
Australian companies;

. a major bank with global operations in Asia, Europe
and Norlh America.

> a major resources exploration and processing
company with offices in over 50 countries.

1.0 INFORMATION TECHNOLOGY FOR COMPETITIVE
ADVANTAGE

Information Technology(l.T\) is having a profound impact on the
way companies do business. The "value chain” concept exposed
by Porter[Porier, 1985], highlights lhe role of information
lechnology in securing competilive advantage. The concept
divides a company's business inlo technologically and
economically dislinel activilies. A firm is profitable i the value it
creales exceeds the cost of performing its activities. This value 1s
measured by the amount that buyers are willing to pay for the
firm’s goods and services. Every value activity has a physical and
information processing component. Each activity creates, uses
and updates information of some kind. Telecommunications
technology can profoundly affect each one of these activities,
olten by simply improving efficiencies and sometimes by
fundamentally aliering the activity [Clemons & McFarlan, 1986).
LT. is greally enhancing the firm's ability to exploit linkages
between value activities. The integration of intra and inter-firrn
activities enables company wide exploitation of core
competencies.,

The level of profitability may be dependant on two factors:

1.  The competitive advantage the firm has over its rivals. A
firm must either perform its activities at a lower cost or
differentiate its offerings to extvact a higher premium.
[Porter, 1985]

2.  The industry leverage developed by the firm, focusing on
the development of its core competencies. Examples of core
competencies include: McDonald's Integration of  its
functional capabilities to create a consistent global product
and message; and NEC's integration of computer and
communications (C&C). Industry leverage enables the firm
to Increase entry barriers, maintain higher market shares
and initiate alliances for greater bargaining power.[Grant,
1989]

The Value Chain

Support Activitics

Carporate
Infrastructure

Humaa Resource
Mansgement

Technology
Dovelopment

Procurcment

Inboynd | Operations | Outbound| Marketing | Service
Logistics Logistics | & gafes

Primary Activities Margin

1.1 Enhancing Differentiation

Product differentiation significantly impacts the external value
chain to the cusiomer such as Production Innovation, Marketing
& Sales and Service. Integrated Information Technology
telecommunications and information services has a special
feature of creating a high barrier to imitation because of the long
lead time and technical difficulties associated with the design
and implementation. Telecomrounications is a valuable
differentiator in businesses where convenience is dependant on
access and information.
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The key lealures of dilferentialion using informalion technology
include ihe:

. Advantage of Ocecupancy. The placement of a compuier
worksialion linked 1o a supplier's information nelwork
provides the cuslomer wilth Lhe convenience of placing
orders and receiving lime-critical information. Re-lraining
is a very high cosl which lew users are prepared o aceepl.
Therefore ihe first good enough service will eslablish a
strong lead over ils rivals,

. Augmented Information Serviees. Cuslomer profile and
buying trends are valuable markeling locls. American
Hospital Supplies (AHS) recognised this by augmenting ils
Aulomaled System for Analylical Purchasing (ASAP)
eleclronic order/entry sysiem by providing haspilals with
managemenl information on invenlories, usage of products,
costs and more. Retail distribulion warehouses are ahle 1o
sell informaticn services [or slore layout, promotional
planning and slock managemeni to relail operalions
dependant on high iurnover of slock such as supermarkets
and large deparimenial slores,

. Timely customer service. Informailon Technology can be
used to enhance cusiomer service which has become an
increasingly powerful business differenlialor as product life
cycles shorien and cosl consideralions in  mature
indusiries lurn products into commodilies. A preduction
machinery manufacturer differentiates ils after sales
service by installing an expert maintenance system in ils
headquarlers computer. When a machine fault occurs, a
dial cul capabilily alerls lhe manufacturer's computer
which then performs the diagnosis and issues instructions
io reclify the failure. Spare parts are dispatched and the
field service unit is alerled, if necessary. This has reduced
service call-ouls and raises customer satisfaclion lhrough
rapid service response.

1.2 Lowest Cost Producer's Competitive Advaniage

Information services has enabled [irms (o achieve great
efficiencies [rom Lhe {iraditional labour iniensive clerical
funclions of accounling, procurement, inventory management
and adminisiration.  Telecommunicallons  enables  the
inlerconneclion of disparale systems removing the constrainis of
geography and Ume. This facililales operational cosl savings
Laking advantage ol :

. Elecironic Dala Inierchange{EDI} for trade document
processing.

Stevedoring terminals at the Port of Melbourne have
implementied a pilol eleclronic container booking service
which will incorporate the transfer of lrade documents for
cuslom clearance, delivery orders and exporl advises. When
fully commissioned, the system will generale massive
productivily gains by reducing queuing lime and improving
securily al the conlainer lerminals. Trade documents in
guadruplicales will be converled 1o a single EDIFACT
message lransferred  belween open  inlerconnected
nelworks.

L] Jusl-In-Time inveniory & production management;

Mosl companies carry large siocks of inventory because of
"information floal”, the {ime gap beiween a market related
evenl occurring and the information being available to the
cenlral coordinalion unils. Telecommunications cuts the
"Moat” drastically allowing firms to reduce their inventory by
50-70 percent on average. Some manulacturers maintain
no more 1han a few hours af floor stock. The benefits of JIT
inventory management are passed on lo higher product
qualily management,
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. Labour cosl dilferentials and skills by exporiing operations
to olher locations.

Telecommunicalions via privale networks have facilitated
the iransfer of work (o localions which can provide the high
skills al the right price. Oplical character reader{OCR}
technology logether wilth telecommunications makes it
possible Lo caplure data from documenis with standard
formats while transferring their processing lo another
localion, Users of OCR and imaging lechnologies Include
American Express, Citibank, TIME Inc, and CIGNA
Insurance[Roche, 1991]. Over the years, developing
countries such as India and the Philippines have emerged
as a source of low cosl highly skilled computer
programmers. .This advaniage has been exploiled by
information inlensive companies secking {o develop
sofilware applications butl limiled by the rising cosl and
limited supply of programmers. DEC, Anderson Consulling
and several large financial organisations have maintained
their design expertise in the home couniries bui contracted
oul the programming to India and the Philippines.

1.3 Capiialising On Organisational Capabilities

The capabilities of a fimm are enhanced by the combined efforts of
teams of resources working synergistically logether. These
resources broadly categorised as [inancial, human, technological,
reputation and organisalional resources [Grand, 1991]. For most
firrns, the most important capabilities are likely to arlse from the
integration of individual funclonal capabilities.

McDonald's possesses outstanding functional capabilities in
product development, market research, human resource
management, financial conirol and operations management.
However, crilical to McDonald's success is the integration of
these funclional capabilitles to create McDonald's remarkable
consisiency of praducls and services in 10,500 restaurants in 50
couniries wilh a new location opening every 17 hours. In 1986,
together with Ilinios Bell, McDonald's piloted ISDN with data,
voice and video capabililies al the Corporaile headquarters in Oak
Brock, Ilinios. Together with its inlernational nelwork, global
and regional offices receive the advantages of accurate and timely
execulive information for planning, marketing data for research,
sales/inveniory informaiion, elecironic mail, and the benefits of a
virtual private network. Full implementation was completed by
1992,

Areas of Telecommunication Invelvement
adapled from Michael E, Porter's "Competitive Advantiage”,(New
York Free Press, 1985],pp: 38-43

Inbound Logislics Materials  receiving. sloring  and
distribution lo manufacluring premises

Transforming Inpuis  into  finished
products

Operations

Outbound Logistics Storing & distribuiing preducts

Markeling & Sales Promallon and sales fmee automation
Service Aficr-sales  serviee to  maintain  or
enhance product valuc

Support of entire value chain Ineluding
general management, planning, finance,
accounting, legal services, government
affairs and gualily management

Corporale Infrastruciure

Human Rescurces Management Recrufling, hiring, training and
devetopment by making the skills matrb:
available for personnel development
decisions.

Improving product and manufacturing
process

Technelogy Development

Procurement Functlion or purchasing Input
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2.0 TELECOMMUNICATIONS: A TOOL FOR COMPETITIVE

ADVANTAGE .
All the informalion technology applicalions presenled in seclion
1, draw heavily on ilelecommunicalions as one of the key drivers
of modern business. I is the conduit through which informalion
between business processes flows. it is ihe enabler flor
competitive advantages through using information technology
solutions. Telecommunications significantly impacts the
boundaries within which a firm operates:

. Shrinking geographical boundaries of time and distance
. Opening "mature” markets and "closed” industries

. Establishing new alliances and linkages where these were
previously impossible

. Overcoming barriers to higher business volume and
ICVETIUES

2.1 QGenerate Operational Efficiencies

The use of telecommmunications and information technology to
substantially reduce the cost of production is a major slralegic
advantage. Squeezing costs out of a business operation is more
difficult for competitors to duplicate, The fundamental aspect of
this process is:

. finding substitutes for labour or wholesale export of iabour
to lower cost locations;

. automating the sales to production value chains to
facilitate JIT production and distribution;

. Executive Information Systems linked to global databases
facilitating the distribution of key critical information for
planning, monitoring and control functions,

L Electronic Mail, Voice Mail, Voice & Video Conferencing
which Ficilitate the exchange of information through out
the organisation to a much wider audience while reducing
the time and eiffort loss in travel

2.2 Facilitate Decentralisation In Centralised Firms

Telecommumnications eliminates  the dichotomny  between
centralisation and decentralisation. .

Many firms have realised that adding new data traffic to an
existing network has a very small marginal cost, Once a network
in place, firms quickly exploit the benefits of decentralisation by
adding new electronic delivery services such as electronic mail,
on-line access to corporate databases, etc,

Major trading companies such as Texaco have by-passed the
banks for foreign exchange and treasury management services by
linking directly into the international dealing networks., A 20%
reduction in cash inventories has been often quoted by large
corporations,

Hewleit Packard and GE(USA) have successfully changed the
relation between its field sales teams and branch offices. The
sales personnel are armed with up-to-the-minute inventory
records, client & product information and price alterations
through a portable computer linked through a global packet
switched network to central databases Some companies have
started using cellular modems and pen-based Personal
Computer(PC) to speed up order entry.

Distributed Business Operations are key Initiatives for shipping
lines whose agents are distributed among distant ports. The
abllity to respond rapidly to changes in customs and
transportation regulations is eritical to modern container lines
operations. This response also requires the ability to- handle
irade documents electronically to reduce marmally handling
large volume of paperwork.
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Wan Hai Steamship Company implemented an EDi syslem using
an information lechnology archilecture based on HP-3000 and
PC LANs in Lhe Easl Asian Lrade zones., The errors [rom mulliple
manual dala entries in the processing shipping documents fell by
over 40%, errors in inveice processing fell by 30%, errors in
laxalion documents by 10% and errors in financial slatements
lell by 5%. Sales speni less time correcling errors and more on
providing a superior service and gelling more business. The
financial benelits over a 7-year period were eslimaled lo exceed
NT$165 million. Whal was more imporiant was the ability Lo
handle larger volume of trade wilhout necessarily increasing
processing costs. In addilion, management is receiving accurale
and timely planning information which was otherwise nol
available. Telecommunications facililated the avoidance of costs
as well as improving operational effectiveness. {Roche, 1991,
p. 300-313]

2.3 Provide Superior Custamer Service

If a company already has a strong communicalions capabilily, il
will discover many ways to exploit this network through inter-
company linkages. The recent (rends involve connecting
suppliers and customers, using EDI (o eliminate delays and
multiple daia entry errors, EFT/POS and credit cards for
capturing customer buying profiles.

A major Australian minerals processing company has
implemented an integrated information gateway to its customers.
The mail gateways have X400 mail and X500 directory services to
permit global interconmmunity access. The trading gateway is
standardised to accept EDIFACT and ANSI Electronic Data
Interchange(EDI) documents. This ensures that the company is
able to provide rapid response together with controlled access by
customers to corporate information.

2.4 Maintain Strategic Alliances

Links belween related companies even competitors into
elecironic networks will push the frontiers of econiomic efficiency
facilitating faster trade and lowering costs.

GE Information Services (GEISCO) is a Value Added Network
provider. Its network is its slrategy. The company believes that
its business is Lo provide enhanced commumications to major
global corporations. Its business is captured by the keywords:
Electronic Commerce, Information Management and Systems
Integration, GEISCO's ability o anticipate the communications
needs of major corporations has placed it in an enviable position
to form strategic alliances with companies such as:

. ‘Apple  Computer for global communications and
information integration

. Coles Myer, Australia's largest retafler, for EDI and X400
communications

. Major financial institutions for global risk managerment

GEISCO markels information and communication services to
sectors such as Trade & Transportation, Health Care,
Information Industries, Publishing, Retailing & Distribution,
Financial Services, Pharmaceutical, Insuramce Services and
Petrochernicals,

2.5 Creaie Market Innovation

Health Communications Network(HCN) is an Australian
innovation which will capitalisé on the use of the national public
switch telephone network{PSTN) to deliver patient data to doctors
and hospitals, It's objective is to overcome the difliculties of
sharing and obiaining patitent data whilst retaining the benefits
of medical confidentiality.




Aulomaied Teller Machines(ATM} are another concept. which
although innevalive, were really another means ol delivering the
same service of deposil and wilhdrawals Il with added
convenience and simplicily, ATM's only provided compelilive
advaniage for a limited Ume, unlil rivals recognised their
communily acceplance and imilated {he concepl. The innavalor
had about 3-5 years lead lime,

3.0 THE SENIOR MANAGEMENT AGENDA -
VISION; FOLICY; ARCHITECTURE

Opportunilies for aclualising Lhe competitive advanilages have
elten met with Lhe organisational obsiacles of*

. delegation lo a technical elile;
[ inappropriate business justification:

resulling in a naive acceplance of the promises of innovation.
This precedes Lhe naive insistence of conirol in the altermath of
lailure. Senior business managers have long relied on iechnical
stall io make decisions for Information Technology siralegy and
implemerlation policies because they were uncomforiable with
technology and did not comprehend its significance to corporate
business sirategy.[Keen, 1988].

The problem of delegation has Dbeen found Lo be the most
signilican! problem when trying to inlegrale the objectives of
business and Lechnology-driven implementation.[Keen, 1988;
King & Premkumar, 1089].

A further cause of [rustration is Lhe inability of managers to
provide the appropriale business Jjustificalion for information
services and t{elecommunicalion projects. The mosl louted
Justilicaticns are based on: Cost-displacement; Full allocation of
cosis and Shorl-term planning objectives, This is in stark
conirast to an invesiment with long-lead limes for design and
implementation, or an infra-structure that is inlended Lo creale
opporlunities thal improve revenmues.

It is imperative that senior business management initiate the
process by which key business criteria form the basis for a
Business Vision for Telecommunications. This has to be
followed by a clear policy slalement setting lhe boundaries for
risk, archileciure, planning harizon, and pace of change
management. The stralegy musi be carried down Lo design and
operalions management delails. At this point, the Process can be
delegaied 1o the domain of the telecommunications specialist for
implementiation. Newstead presents a framework for developing
the focus from vision o an implementation plan in which he
indicales the degree ol focus by senior management and
technologisis[Newsiead: 1992].

1993 Pan Pacific Conference on Information Systems

Senior Management Focus in Telecommunication Development

Senior Manapement

Facug

VISHON

STRATHGY

PMOLICY

JUSTIFICATION

PLANNING & DESIGN

IMPLEMENTATION

OPERATIONS &
MANAGEMENT

Technical
Focus

3.1 Build the Business Vision for Telecommumications

Vision ;

. “The ability Lo perceive the invisible through keen foresight”
[Webster's Dictionary]

. "A photograph of the future. Concrete yel easily
undersiood” [Keen, 1988]

. "A coherent and powerful statement of what the business
can and should ke in X years hence” [Wilson, 1992].

Telecommunications is a subject ofien encountering uncertainty
and ambiguily. The lechnology is evolving so rapidly that
standards, protocols, and hardware are in a constant state of
flux. i is hard for people te envisage the implications of
electronic delivery mechanisms such as; video conferencing,
VSAT receivers, mabile/cellular telephony, electronic document
interchange(EDI), elc. Deregulation is introducing significant
uncertainties for firms traditionally used to'a single PTT supplier.
The uncertainties are business, technical, eultural and social,
It is difficull Lo envisage something thal does not yet exist, where
there Is no iradition of iniegrating telecommunications inlo the
business for competitive advaniage,

Peter Keen [Keen, 1988] Jays out ihree goals for the process of
building a shared vision:

1. Shilt the focus and terms of debate for lelecommunications
from lechnology to business, and from cost to benefit.

2. Provide a forum for sharing views and building mementum
towards consensus, Bring business people directly into
what has been a technical debate.,

3. Disseminate the vision and message widely throughout the
organisation

This building of ithe vision must be spensored by the highest
levels within ihe organisation. The lack of senior management
support has been ideniified as the most critical factor leading to
the failure of major shifts in the business paradigm.[Keen, 1988;
King & Premkumar, 1989]. This sponsorship will most likely be
provided through a top-level steering commitier reporting to the
Board of Direclors. Is functions will be to interpret the business
vislon and through the use of business and technoelogy line
managers, set the agenda and policies for the implementation of
an information technology architecture,
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Both Australian corporalions involved in this study produced a
vision and future direclions paper alter considering blue print sel
out below. The details of the strategy varted according o Lheir
business environment.

Blue prini for establishing a Business Strategy for
Telecommunications
Telecommurnications Audit Review af

implementation

current archilcelure

Physical, traffic, organisalion. policics &
procedures

Internal Business Environment Review business strategy and  priorities
by division and individual business units
targeting arcas of where
telecommunications c¢an contribute to
internal  efficiencies . and  overcome
weaknesses

External Business Environment ldentify potential threats and indusby

shifts within the next 3-5 years

Application Opportunities ldentify ways by which LT. could

capitallse on Internal strengths and
market opportunitics while defending
against external Intrusion

Telecommunication industry trends Identfy industry trends in

telecommunications and the vequired
actions necessary to ensure continuing
compatibility, maintainability and
reliability of the network

Organisational Change Management Recognise the cultural distances bebween

technological innovation and genuine
achievement.

The following have been identified by Newstead as key elements
of a telecommunications strategy :

Application Opportunities

. Comipetitive Bssentials

*  Business Unit Priorities

. Product/market segments

¢ Strategic Business Plan

Technical Elements

. Network Topology and Configuration
. Network Solutions

L Broad Plant Capacities

. Network Standards

. Type of Services to be provided

Human Resources Elemenits

. Business benefits cxp'resséd'- in terms of user's

specifications

L] Organisation for planning, implementing and operating Lhe
telecommunications infrastructure

. Degree of wuser involvement; business
momnitoring of the services, feedback & reviews

performance

- Accountability by users for business justification and by
technologist for network performance

¢  Employee relations and continuring education & training

1993 Pan Pacific Conference on Information Systems

Financial Elements
. Financial requirements {fixed and variable inveslment)
L Financia] analysis including

. Cost/beneflits developed Jomtly by business users and
technical staff

. Pricing allocalions for conlinuing cperations;

. Transaction based or cost recovery based.
3.2 Establish the Bridge from Vision te Action: POLICY

The Policy Bridge spans the chasm between business vision for a
telecommunications strategy and the implementation of the
architeclure. In building the policy statement, it is critical to
recognise lhat "Business criteria should drive technical
planning”. Technical decisions are not absolutes but involve
trade-offs with econcmic variables. Policy is an explicit sel of
mandates and directives. [t defines bounds on planning and
design, clarifies responsibilities and confirmns authority. Policy is
a set of cholces within self-imposed constraints. Keen
[Keen: 1988] lisis some major policy issues:

. The degree and pace of change management is willing to
accept

. Vendor Policy

. Architecture Policy

. Range of Services to be accommodated

. Planning horizon including funding and cost recovery

. The aceceptable level gf Risk (technical and financial}

. Security

. Service Availability

Most constraints imposed on the crganisation are not directly
controllable: = government regulation and availability of
technology. Other factors are controlleble in the long-run hut

are an imposition agzinst current and short-term activities.
These include: organisational capabilities and industry practices.

Business Strategy Driving Information Technology

BUSINESS STRATEGY
Investment
Products Markels Cuslomers ENVIRONMENT
STRATEGIC H IMPACTS
INTENT cg\pglé%r Opportunilies: Technology
Threars: Substitures
SC:'}RATE("Y ch-ﬁ%‘fuscc Cansrmints: Regulations
NADLES
b s DELIVERS
AGAINST
IT STRATEGY IT PORTFOLIO
s
‘ TRANSACTIONAL
DELIVERTT ARCHL-
SERVICES TECTURE INFRASTRUCTURE




4.0 TOWARDS AN INTEGRATED INFORMATION
TECHNOLOGY

Compelitive advaniages are no longer achieved by simply
automating the manual processes aof accounling and
adminisiration. The next generation of "springboard initiatives"
involve considerable risk;

. market concept risk where success will be judged Dby
cuslomer acceplance and coniinued use:

. technology risk incurred wilh unproven ar new technology
in the coniexi of inlended use, users, volumes, and
performance requirements

. economic risk  when the oulcomes of the business
concepl, technology and implementiaticn is olher than what
was oplimislically forecast in lerms of revenue or support.

. organisational risk refers o ihe possibilily thal a
technically funclional fnnovation fails to secure buy-in,
threalening key aspects of the firm's cullure, management
processes or require skills not possessed by the firm

The pace with which telecommunications and information
management innovalions are changing means that ihe risks
cannol be overcome by simply more emphasis on a technology-
based solulion. There needs to be a business solution which
incorporates the integration of communications, computing, and
data management. Iniegrated technelogies require integrated
thinking within an integrated organisation. This remains Lhe
challenge of serior information systems and telecommunication
managers.

Some of the more significant concerns encountered by senior
business and technology managers atlemnpting to integrate the
two disjoinled areas of the enlerprise include:

. aligning business objectives and justification with
information technology solutions

. developing an information srchitecture
. improving IT sirategic planning

. understanding of the role and coniribution of information
technology in achieving the strategic objectives of the
enlerprise

4.1 Align Business And Technology Goals

The crilieal factor towards ths integration of 1.S. and
lelecommunications to achieve the organisational business
strategy 1s the commencement of a dialogue between Lhe
technologists and senior business managers. The key 1o
alignment is relationships noi just stralegy. [Keen, 1991],

In building these relationships, senior managers have Lo be
committed to three areas:

1. Education,

Education is not synonymous with training. Education is
conlinuing and pervasive. Il usually precedes a shifl in
management paradigm and the implementation of a mafor
technological change. It is necessary so that people have
the vocabulary, the undersianding of the business message
and the insight 1o be meaningfully involved and comrmitled.
Education s key to developing senior management
awareness lowards the competitive advantages available by
integraling information technology with business goals.

2. Systematic cross-fertilisation of skills,

This process is crilical if an organisation is to build ithe
dialogue, and relationship between the business and
technical drivers of its fulure direclion.
Telecommunications specialists are usually lacking in Lhe
areas of business management experlise with considerable
less exposure 1o lateral development in marketing, finance,
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incustrial relalions, and business operations. Similarly,
markeling, finance and administration slall are ill-infermed
aboul the siralegic benelils allorded by iniegrated
information (echnology. Whal level of delails should
managers require? Non-lechnologist shouid aim lor (he
basic understanding thal will allow them (o appreciale and
read a lelecomnmunicalions plan as a (echnical manager
should have of financial cosl analysis, debils,
depreciations, eic. They need a "lunclional" appreciation of
the capabiltlies and limiations of telecommunicalions and
compuling lechnologies.

3. Institutionalise the process of innovation.

Innovalion enlails risk. The companies thai have proven
the success of informalion technology as a differentiator:

. have a clear vision of the role of information
technalogy in the implementaiion of their business
strategy. Eg. Citibank in ihe development of its global
nelwork archiieclure.

. were nol trapped by technology and did nol rely on
lechnoelogy in iisell 1o give them an edge. Eg. GEISCO
in develeping Dbusiness alliances over mulliple
industries and business focus.

» mainiained close links to customers and use
information technology o understand the customers
buying profile and trends Eg. American Hospital
Supplies(AHS)

LT. successes are rarely siralegic in the tradilional grand,
innovalive and dramalic sense. They are moslly undramatic
concepts thal relate to Lthe core business drivers of the firms such
as ATMs, Order/eniry lerminals wilth on-line access by the
customner, EDI, computer aided manufacturing incorporating JiT
invenlory confrol, airlines cuslomer reservalion syslems,
integrated corperale [inancial workslations. These are the
fundamental elements of transaclions. customer interaclions,
ordering, production, and delivery that define customer service,
Each "innovation" was an evolution of core business drivers,
They became revolulionary when customers voted with their
dollars Lo an indusltry leader delivering a superlor service or
product. Failures were those innovalions which did not gain a
critical mass of acceptance nor did they relale to ithe structures
of ordinary life or ways of deing business.

4.2 Re-Engineer The Organisation

It is erilical that the business crileria and priorilies drive the
building of the vision and the developmeni of Lhe
telecommunication strategy. This must first and foremost be
reflected in the commitment of top managemen! and the
sponsorship of the Chiel Executive Officer ar Managing Director.
Following on ihis commitment, the strategy planning team
should be drawn from senior line managers who may have also
participated in the building of the organisation’s overall business
strategy. Internal lechnical experls should be used to provide
consultancy on indusiry trends in their areas of specialily, The
Jjustification for the nse of innovalive telecommunications must
be based on clear and achievable business goals wilh
consideration thatl the investmeni should be viewed as a the long
term assel rather lhan simply as a currenl cosl recoverahle.
Whilst telecommunicalions and information services may result
in significant cost substitution, their long term coniribulicn is tc
be an enabler to higher business processing capabililies and
avoidance of costs. [Keen 1991

The organisalion slructure which besi faciliiates the dialogue
and relationship between business and fechnical leaders will be
most able to exploil the benefils of information lechnology. The
business team rather than a funclionally defined hierarchy is
seen as the real unii of organisation. Change and uncertainily as
the norm has shifted the emphasis rom division of work by
labour to division by knowledge. Team work is relational. The
qualily of performance depends on the qualiiy of interaclions,
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communicalion, and coordinalion beltween leam members.
Managemeni conlrol is replaced by coordinalion of the work of
olhers. Decision making occurs in Lhe leam ralher Lhan in a
hierarchy. Mosl [irms who have a leam emphasis or subscribe to
cross-funclional  personnel nelworks, have a world-wide
lelecommunication infrastruclure Lo facilitate regular personal
communicalions.

This tearn approach Is represenled in bolhh Auslralian
corporalions which have recognised Lhal they cire players in Lheir
respeclive informalion intensive indusiries; banking & linance
and resources processing. This nelworking is iltustrated in their
lelecommunicalion siralegy and implementation network.

4.3 Manage The Economics Of An Integrated LT.

Informalion Technology cosls in infrastructure and software
development has been growing by an average of 15% belween
1960-1990.[Keen, 1991: pp. 141]). Often IT expenditures are
among Lhe highest component of business cost after employee
cosls, real estate and interest. There arc three issues in
managing Lhe economics of information capital: managing costs,
‘managing benelils and managing risk exposure.

Managing Costs: Keen suggests that to begin managing
costs a firm needs Lo establish an IT Asset Balance sheet. This is
a management. report capitalising all IT equipment, software and
data resources. Firms are generally aware of the central hardware
costs which is depreciated on the financial balance sheet but
olten overlooks lhe hidden value of software{often customised to
the firm's business requirements), dataleg: customer profiles,
market research, product knowledge, ete) and distributed
equipment(small unit items, PCs, telecommunications). A typical
international bank identified total IT assets of $ 2.24 billion
subdivided as follows:

. Hardware: 16,40 %
Centrally managed computer 5,35 %
Distributed computers 3.75%
Network Equiprent 4.68 %
Distributed telecommunications 2.63 %

. Facilities: 8.60 %

. Software 21.80 %
Application Development 18.75 %
Other including PC software 3.05%

] Data 53.2% )
Salaries, processing, storage incurred in creating online
data which is the basijs-of all products and services

Business wusers do nol appreclale the scale or value of
Inforrnation Technology slruclures. They appreciate even less the
value of a telecommunications network. Therefore most business
unit managers view the large inveslments as an expense rather
than an asset, thus justifying their call to cut the costs of LT
This perception is compounded when charges are allccated to
business unils on the basis of full cost recovery. What is required
here is a change in attitude, for management take an asset view
of LT, This means funding the corporate infrastructure separately
from business applications.

Telecommunications, shared database management resources,
security. and network management facilities are part of this
infrastructure .and must be funded as a long term capital
investrneni justified by corporate policy requirements. For firns
in information intensive industries{airlines, financial services,
retailing, etc), this inwvolves paying a premium for support of
infrastructures that will ensure continued flexibility and quality
of service, to avoid Lhe firm being pushed inic a position of
compeltitive disadvantage.

Managing IT Benefits: LT benefits can sometimes be
comnvinecingly determined at the application level, the use of a
private network [ink between Australia and Fiji at 19.2 Kb
carrying voice and data can be justified on cost displacement and:
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service qualily. An electronic mail syslem can be evaluated in
guanlilative lerms by Lracking the cosls of communication. An
innovalive financial or trading product may be measured by
increase cuslomer salisfacllon, or market share even if no exact
figure can be calculaied. More often, business justifications are
not as obvious, and managers focus mainly on the costs rather
than the benelils.

Keen[Keen, 1991: pp. 162-163],sugdests that business managers
should be aware of the following facts:

1. LT spending does not create benefits in itself,

2. It is the management process that determines the benefits
ntot technology.

3. Many value added benefits do not show up in the
traditional aceounting and revenue based measures.

4, LT, platform is the infrastructure for long range competitive
advantages rather than short term gains.

LT. rarely reduces cost. lts main value is most often in
changing the cost structure of the firm so that it can process
increased volumes without increasing personnel. LT. substitutes
fixed-cost capital for variable-cost labour. LT. should be viewed
as an enabler of the firm's business, making practical services
and products that would be prohibitively expensive or
impossible.

Airlines, banks, credit card and mnewspaper publishing
companies could not operate without their 1.T. base since the
costs would be astronomical and inevitable delays would render
their services totally unacceptable, Business managers should
manage the benefits of 1.T. rather than focus on the costs to the
detriment of foregoing competitive advantages. A frequent
attempt to justify the bensfits of I.T. against traditional revenue
based measurements fails. A ficm supplying portable PC's with
modems to salespersons should reject measurements such as
selling costs per unit volume adopting instead number of contact
hours per customer. Since the technology has opened up greater
opportunities for sales contact. [Keen, 1987; pp 80-94]. The new
measures should be based on the ratio of the variable costs
that technology is expected to substitute.

Managing I.T. Risks Exposure: Technology risks = become
business risk when a large proportion of a firm's cash flow is
dependant cn a reliable L T. infrastructure. Financial institutions
are so dependant con their telecomrmunications network and
information services, that less than 99.9 % uptime is
unacceptable. Two arcas of risk arc security and neiwork
management.

Security risk concerns the vulnerability to threat of eriminal
theft, fraud, accidents of information leakage and unauthorised
access. The concept of cn-line customer service and product
delivery is to make access as convenient and easy as possible.
Controls are necessary to restrict unauthorised access and yet
allow approved users to carry out their functions.

Network management involves maintaining the
telecommurnications network at a very high level of reliability and
availability. Reliability involves the accurate transfer of data
hetween computer hardware  and applications and the
maintenance of the network infrastructure.

Ensuring the securily and reliability of the information
technology infrastructure is expensive, Viewing these as extra
costs will put the firm at risk. Managing LT. risk is just part of
managing the economics of information capital.

4.4 Banking and Financial Services

The following case studies will illustrate and compare the steps
taken by two Australlan companies in meeting some of the
concerns of: aligning business with tech.nology and managing the
I.T. organisation.
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The Australlan Banking Corporation Limited(ABC Lid.. a case
study namel, is a glabal bank wilh aperalions (hroughout {he
Asla-Pacific, Europe and North America. Il operales s own
private nelwork with major nodes in Melbourne, Singapore,
London and New York. The teleconununicalions network earries
vaice, fax and data with line speeds from 9.6 Kbs {o 64 Kbs.

Since mid-1980's. senior management al ABC Lid. had accepied
thal lelecommusnications and informalion services are crilical
resources for achieving compelilive advaniages in a global
information inlensive industry, ABC  Lid. has currently
established a vision of providing its global business operations
with the benefits of decentralisation while implementing a
centralised business vision for telecommunications. A recent
key initiative had been to merge disjoinied lechnelogy experlise
under lhe business managemeni below the board level.

[q ksl

["‘“" ] [l»u-mnuuuna J [ Ausiralia ] [N.Z. J Corpanic
Fluanee
]

18§y

Ul Dusiness Division

Teclmalopy

1RO
Termclogy Ceatres Globel G\ntiIHSys::m Tnlecntional
Telecomniuications Sappo Systems Dev.

The above diagram illustrates the close relalionship between
Internalional Business Divisiens{[BD) and ihe IBD Technology.
Comiman reporting lines to (he Execulive Direclor(internalional)
ensures thal business requirements are closely linked {o the
information delivery mechanism critical o global banking.
Information Technology Supporl is localed al major nelwork
nodes and key financial trading cenires.

The lelecommunications nelwork architecture is determined by a
specialist group within IBD Technology. Similarly the design and
implemeniation of global delivery plalforms are managed by
International Systems Development in conjunction with
Information Technology Support. The Inlernational Business
Divigsions present their information requirements to I1BD
Technology. Each request is addressed by a [funclional
requirement. analysis and documented as business specification
propesal{BSP). The BSP is compleied by ihe telecommunications
or sysiem development group in conjunction with the business
unil proposer. The BSP when approved is lel (o tender by
internally operations or exlernal service providers. IBD
Technology specialists malntain control Lhroughout the design
and implemeniation phases by tlaking the role of praject
manager, System performance is monitored by i{he business
users with regular feed-back (o Lhe ceniral technelogy group.

The following schemalic diagram illusirates the intra-corporate
relationships between the International Business Divisions, I);-B'B

Technology and service providers(ABC Lid's Network Operations,

LT. Development, Scflware providers, PTTs and VA¥Ns.
Decentralised business functions are mel by a centrally planned
international network archiiecture and distributed data
processing,

Keen has ideniified this organisational struclure as "Centralised”.
The siralegy is characterised by Lhe creation of a corporate-wide
sel. of shared utililies and commen delivery base. The role ol the
Corporate  Telecommunicalions (IBD Technology, global
Telecommunications)group is tc direcl planning and cperations.
I acts to ensure standards are rules Lo be followed. In ABC Lid.,
this is possible because 1BD Technology is the iechnical owner of
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all projects. The stralegy Is aimed af delivering  corporale
eflicieney  (hrough shared resources. The advantages are clear
links ol authorily between corporaie husiness planning and
telecommunicalions  planning.  The  drawhack  is [requent
opposition from local units (o the cenlral anthorily. The pros and
cons of this siruclure appears lo be supported by Lhe emphasis
on cost efliciency wilh Jess locus on business innavalion lhrough
felecommunications, Risky innovalion Is nol as encouraged
through Lhe abdication of authority lor technology Lo the central
planning group. Prier to ihe corporale difliculties faced by ABC
Lid.. in the lale 1980's, there was more local autonemy in
telecommunications and informalion services. This guaranteed
incompatibilily and with lillle eficiencies gained threugh
corparale resource sharing. This was evidenced in praclice
through much of Lhe business applicalions with wide duplicalion
of data. The pendulum has swung back Lo a ceniralisi approach
in limes of recession and cosl culling,

The juslification for new developments and greater use of
telecommunications and 1.5. is mainly focused on cosi
displacemeni or cn business requirements. There does not
appear Lo be much use of innovative telecommunications and
informalion managemenl as "springhoard initiatives” Lo

1.  change indusiry boundaries,

2. creale marketl innovation
Schematic diagram of "Centralisation within
Decentralisation"
Inlormation Technolopy
Development.
System DIP Services
Specilicalion,
‘Transier
3 Payments
) Network
PITs, VANs Contract Inn - clwor
Other Suppliers | Payments Te a L Operations
Services Network

Manugenienl

Praject Planming
Transaction &
Inlmstructure Costs

‘Telecommunication
Business Reguitements

Technology Support International

Services Business Units

Cantres

The auihor [eels that ABC Lid. should be looking al using
innevaticns such as:

1. Financial ED] payment services (o provide grealer added
value lo the linkages Dbelween supplier and buyer
corporations. Only lhe Commonweallth Bank aclively
promeles its financial EDI services.

2. Inlegraled Financial Workslations delivering services of
cash managemer, financial information services, corparale
financial reporling, payment  services, portfclio
management, financial ED] services, elc.

3. Intra and Inier-corporaie elecironic mail services, e-mail 1o
[ax, and videc conferencing facililies lo increase
managemenl effecliveness.

v
4. Use of "008" or "13", charge free ielephone numbers for
CcusLOMmer service response

5. Use of experl systems lor loan approval or [inanciai
derivalive trading systems.
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The above examples are nol exhauslive nior are 1hey meant te he
a crilicism Lhal ABC Lid. has nol considered these applicalions.
However, lhere is lilile evidence thal ABC Lid. has exploiled
currenl lechnology to gain grealer compelitive advanlages over
some ol ils rivals. The perceplion has been based on general
inquiries, inlerviews and publicly avaitable documenis on the
company's producls and services.

However il is obvious Llhal Lhe close relationship between
lechnologislis and business leaders had encouraged cross-
[erlilisalion ol skills and generaled awareness of
Lelecornmunicalion and LS. capabililies by Lhe husiness unils.
This had been evidenced by Lhe development of an wide global
nelwork capable of providing management wilh Llimely and
accurale information for risk managemenl, planning and
decentralised business conLrol.

4.5 Resources Processing :

The company studied will be referred to as Central Resources
Limited (CRL}, not the true name of Lhe cornpany. CRL is a mulli-
divisional corporate with operalions in four conlinents covering
joint ventures, lrading & sales, manufacturing, exploralion,
primary and secondary processing of natural resources. It is
divisionalised based on the classification of resource processed.

The key clement of this organisation's telecommunications
business stralegy is "Customer Service-Supplier Relationship”.
CRL [aces a different corporate culture to ABC Ltd., each of ils
sub-divisions are global companies in their own right and their
own cerporate identily. Whilst there is considerable joint
development of common infrastructure, for the total corporate
good, each division is sufficiently independent to pursue its own
unique telecommunicalions requirement planning within broad
general guidelines. Keen[Keen, 1987, pp: 2158] refers to this type
of fimm under the classification of, "Guided" or "Coordinated”. The
characteristic of such an organisational structure is a Corporate
HQ strategy favouring local autonomy with HQ Stafl playing a
centralist role of setting long-term planning and investment.
Guidelines are standards and recommendations often couched
with strong persuasive powers. The benefits of this structure is
the provision of a strong base for service integration with local
authority for traffic flow, The drawbacks are [requent ambiguities
with possible conflicts of authority.

CRL has a Corporate Information Services department located
within " the Corporate HQ which oversees the corporate wide
organisational telecommunications and information services
architecture, 1t services the Business Divisions by providing
guidance and strategy planning, It manages the network by
keeping to iiself the authority to negotiale external services from
international PTTs, equipment suppliers, and major software
development contracts on behalf of the enterprise.

In turn each business division, is responsible for developing an
appropriate implementation strategy within the context and
guidelines laid down by the overall corporate business vision,
policy in complianice lo the corporate telecommumnications
architecture. The key to successful implementation is frequent
communication through regular reviews ard monitoring.
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