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Basic concepts


The successful development of telecommunication systems in the changing telecommunication environment calls for fundamental changes in operational approaches and in the way in which entities are managed.


The concept of re-engineering emerges as a redesigning of business operations and the implementation of new processes. The time is clearly ripe for re-engineering, which is coming to be seen as the key to cost reduction, timely marketing, greater customer satisfaction and a sound increase in sales of the product or service offered, all at the same time.


The aim is always the same: to become more competitive by reducing costs and improving efficiency. It is important that re-engineering be viewed as an approach to the planning and monitoring of change. Changes, of course, must be effective and must serve not only to reduce costs, but also TO IMPROVE QUALITY.


The situation in the telecommunication sector


In his article "Developing the altruistic telecommunication enterprise", Dr. Michael Calvano very skillfully makes the following noteworthy observations concerning the telecommunication sector in the developing countries:


�SYMBOL 183 \f "Symbol"�	The telecommunication sector is growing worldwide at the rate of 8% to 9% per year. This growth seems to be somewhat independent of ups and downs in the world economy. All predictions are that the sector will continue to grow very strongly over the coming years (i.e. the foreseeable future).


�SYMBOL 183 \f "Symbol"�	Telecommunications requires large amounts of capital, but profits are also large. It is very interesting to note that developing countries show a higher level of profitability than developed countries.


�SYMBOL 183 \f "Symbol"�	The regulatory function lags far behind the commercial and business activities in the telecommunication sector.


�SYMBOL 183 \f "Symbol"�	The telecommunication sector is very lucrative and, as such, attracts many "predators" out for speedy gains and commercial "killings" on the competitive battlefield.


Thus, the telecommunication sector is attractive to short-term and long-term investors alike, even in developing countries. Some form of sectoral mission statement, legal framework, standards, regulations and procedures is essential in order to direct and guide the activities in the sector. The overall purpose has been described as balancing the commercial interests of doing business in the sector with the more socially-oriented, altruistic requirements that are part of telecommunications as an essential component of economic, social, cultural and political development. At the same time, the commercial enterprises doing business in the sector must have some commitment to providing quality, and not merely profit-making, services. In the absence of sound regulation, this latter requirement is often difficult to achieve.


Because of the need for high capital investment and rapid technological change, the majority of developing countries are having to seek outside assistance. For financing purposes, the external entities may be multilateral development agencies, bilateral donors, commercial banks or equipment suppliers. For technical and commercial support, the outside entities will be telecommunication equipment manufacturers or commercial enterprises ("carriers") able to operate and maintain networks and offer new services. It is usual nowadays to have multiple partners in the telecommunication sector.


The situation in the public sector


In their book "Re-engineering your Business", Daniel Morris and Joel Brandon refer to a number of developments in the public sector which are giving rise to changes and, as a result, to the need for a carefully planned and defined "re-engineering".


One noteworthy reference is to the changes in many governmental and public institutions which have in turn contributed to business pressures. The influence of taxes and tariffs is well-known, but can in some cases be subtle. Monetary policy is one aspect of government the bearing of which on business is immediate; regulation is another.


The effect of educational and governmental systems on the supply of human capital and their impact on business is less recognized. A further acknowledged factor is the effect that government in its role as consumer has on business.


Globalization has led governments to seek greater control over business. This involvement in international transactions stems from the need to deal with a growing number of governments. The increase in the rate of change can also be attributed to governments' reaction to shrinking tax bases, a by-product of growth in imports and productivity. The consequences of the increased taxation which often accompanies such shrinkage are almost all negative. At times, the power to levy taxes can equate to the power to destroy, and to some extent it adversely affects business in the majority of the more firmly established national economies.


The second direct influence wielded by government is regulation. Regulation, policy and legal framework have a bearing on business in ways which are hard to anticipate, let alone tackle. In this respect, government deliberations between regulation and liberalization, and consequent actions, have led to considerable changes in business in recent years. Liberalization and privatization, which are generally perceived as being in the interests of businesses, may also have negative effects by leading to growing competition and a consequent drop in the performance of many organizations. Business has to react to major changes in regulatory policy, and many such changes have already been felt worldwide in the past two decades.


Other interesting factors of change are the supply or shortage of human capital and the quality of education. Government influence is felt at all levels of education. The output of educational systems does not always match the needs of business, due to this other area's sensitivity to policy. Moreover, differences in professional standards can vary from nation to nation, thus fostering the trend towards competitive advantage.


Lastly, and least appreciated, is the influence exerted by the government in its role as a consumer. The public sector, viewed as a whole, is an excessively large client. Because of this, a government's purchasing habits can have a bearing on the competitive climate of any organization. In some areas, government buying dominates the market. Here, changes in government purchasing policy will prompt many businesses to alter their product or service strategies.


Finally, technology is the most important factor in change. Everyone knows that the pace of technological change has accelerated in recent years, the flow of new products onto the market being one of its consequences. But the adjustments that enterprises can make in response to technical change go beyond new product design. A large part of the influence exerted by technology falls on the pattern of business. If technology leads in some way to better quality or lower costs, it can be applied to create an advantage. As a result, all competitive businesses are virtually obliged to take up any new technology which offers a clear improvement. 


Since changes in technology will by their very nature always be new and poorly understood, they are particularly difficult for businesses to assimilate. Business technology is evolving so swiftly that one development replaces another long before businesses have assimilated the first one. To compensate for this, a business finds that it has to monitor new technology by employing technical specialists who do not always understand the business and fail to communicate effectively with the business side. In the view of most company managers, such factors exacerbate the changes brought about by technology. Although technological changes are among the most important, they are also the most difficult to understand and monitor.


Options for restructuring the telecommunication sector


The ITU's "World Telecommunication Development Report, 1994" sets out options for restructuring the public telecommunication services sector. The following ideas have been abstracted from that publication.


There are various ways of restructuring the public telecommunication services sector. External factors such as a country's political, geographical and cultural situation, as well as its historical development, will have an effect in determining how that restructuring is to be done. The main target is greater autonomy for the telecommunication sector, enabling the telecommunications operator to be independent of the government as regards all administrative and financial aspects.


There are marked differences in the pace of change, and there is no exclusive line to follow in order to guarantee success. But many countries have already embarked upon the reform process. In the long term, changes in policy and strategy may have just as much influence as the technological and corporative changes so often referred to in determining the future of the telecommunication sector. 


Most of the countries that have chosen this route have had very few years of experience with a competitive, privatized service. Policies are still being developed, and many complex aspects remain to be resolved - for example, those relating to interconnection, operator licences, numbering systems and price control.


Caution is required when evaluating the benefits and possible costs of a competition regime. On the one hand, there is a risk of duplication of investment infrastructure, confusion on the part of the consumer and complexity of regulation. On the other hand, with a competition regime there are opportunities for lower-cost services, improved customer service and enhanced quality and efficiency.


No one country can be taken as a model for reform; but a number of key ingredients for success are becoming discernible. These include participation by the private sector, a competition regime and regulation. The precise proportions of the various ingredients may vary, but most national policies include those elements.


Four tendencies are emerging:


a)	Privatization of the operating entity, followed by the introduction of competition. Developed countries possessing an already established overall service have opted for this model. It is generally the outcome of a government's global strategy aimed at reducing the State's role by fostering competition throughout the economy. This model has been adopted by the United Kingdom, Japan and New Zealand.


b)	Partial sale of the operator to the public. This is the model taken up by some developing countries when the operator's State owner has been successful in developing the network. The government wants citizens and employees to own shares in the company. This model has been adopted in eastern Asia, by the Republic of Korea, and by Singapore and Malaysia. In each case, the operator has retained a monopoly of basic services.


c)	Partial sale to foreign public telecommunication operators. This model involves the partial sale of a government-owned operating entity to one or more public operating entities of other countries. The foreign public operator normally acquires administrative control whilst not holding majority ownership. 


	The motives behind this option are to stimulate telecommunication network development, the transfer of management skills and practices and the acquisition of funds for the government. The company enjoys monopoly status for a certain number of years.


	This model has been adopted in Latin America (Argentina, Chile, Mexico and Venezuela) and in eastern Europe (Hungary and Latvia). 


d)	Other measures to enhance private-sector participation without granting long-term ownership rights, for example: contracts to administer the company; rental of facilities; joint ventures or BOT (build, operate and transfer). This model has been applied in Asia, eastern Europe and Latin America. The motives include access to private-sector financing and expertise for the introduction of new services, particularly cellular and data transmission systems.


The pace of reform seems to be accelerating. A number of countries have separated the postal and telecommunication functions and have set up PTO (public telecommunication operator) corporations. More than a dozen countries have privatized operators in the past 10 years, and at least the same number are expected to do so in the next five years.


The pace of competition is clearly increasing, with licences for new markets in mobile and value-added services, and even for the provision of basic infrastructure. However, progress in defining regulatory policies is much slower. Herein lies one of the main challenges of the decade: to ensure that the regulatory side keeps pace with the rest of the sector and, if possible, moves ahead of it.


This is particularly important in the developing countries, where the establishment of clear rules and obligations for market entry will result in attracting investment for the telecommunication sector.


Re-engineering in the telecommunication sector


The developing countries' governments are faced with a dilemma when analysing the telecommunication sector. They may note the advantages of liberalization, but, if they implement it, they lose most of the control they have over the sector, especially if the regulatory system is weak.


For some commercial companies a weak regulatory sector presents many advantages. But weak regulations fail to provide the government with any guarantee that national requirements for social development and nationwide service cover will be fulfilled. 


Governments are also encountering difficulties in keeping up with the pace of change in the telecommunication sector. For some governments, it seems more than a full-time task just to set up a telecommunication policy which embraces the sector's changing requirements. In this connection, the commercial sector has a growing responsibility to assist the public sector in defining the means to implement telecommunications policy and strengthen the commitment to carrying it out. It goes without saying that, if the private sector participates in defining policy aspects, the entities involved must adopt an altruistic approach oriented towards social development.


And what is the role of existing training centres in the developing countries' telecommunication sectors? It is evident that a re-engineering process in the telecommunication sector is being implemented, in one form or another.


If re-engineering is understood to mean seeking a different way of managing the sector, aiming to give it dynamism, making it more competitive by reducing costs and raising efficiency, and promoting quality service and public satisfaction while safeguarding the country's integral and social development, the process is already under way.


It is the role of training centres to be at the forefront of assistance in implementing that process, creating fora for discussion, facilitating systematic means of planning and handling changes, and implementing the training programmes that are a prerequisite to introducing the cultural change required by the country and by the telecommunication sector personnel in particular.


To this end, the centres, too, must undergo a re-engineering process designed to enable them to achieve more with fewer resources, and thereby to avail themselves of the requisite skills and expertise to provide the assistance required of them. (See article entitled "The re-engineering of training", published in BDTRH No. 58, January 1995.)


The BDT/ITU must support the training centres in fulfilling this difficult role. Among the activities of the Human Resources Development Division is the MANDEVTEL project for developing handbooks and case studies, with computer simulations, in the various areas of modern enterprise management in a way which takes into account all aspects of the telecommunication environment, both at the level of operating agencies (market competition, customer satisfaction, total quality management, etc.) and at the regulatory sector level (problems of regulation, licensing, frequency administration, etc.). 


The BDT expects, with the participation of various entities and regional associations, to have the first outputs ready by mid-1995 and to run the first workshops for high-level executives in the second half of the year.


One specific project that may be mentioned is the recently initiated planning of a workshop on restructuring of the telecommunication sector, the objectives of which are:


a)	to discuss the various strategies and experiences in restructuring the telecommunication sector, including privatization, liberalization, deregulation, rules of market competition and licensing problems; 


b)	to analyse the current status of the telecommunication sector in the country (or region) in which the workshop is held, and of the trends and forces which govern the restructuring process, with recommendations on possible lines of action.


The procedure will include brief presentations on concepts and experiences relating to the topics mentioned, together with papers to be read by the participants. The main activity will be analysis, discussion and recommendations for action to pursue, put forward by the workshop participants, who will be guided in participatory dynamics by the instructor.


During the workshop, intended for the highest authorities of the telecommunication sector, an analysis of the sector will be carried out and a vision will be defined (10 years from the time of holding the workshop) as a target to aim at. All aspects of regulation, privatization and/or liberalization of services will be discussed, as will the legal problems to be overcome, the role of the regulatory body, etc., and an effort will be made to outline a draft strategy to pursue in order to move from the current situation to achievement of the sector vision created by the workshop participants themselves. 


This is clearly a teaching exercise, but one which could later be converted into a real project for re�engineering the telecommunication sector.


This workshop is expected to be ready and confirmed by August 1995, and available for those interested so that it can be scheduled from September 1995. The workshop is considered part of the MANDEVTEL (MANagement DEVelopment for TELecomunications) project.


____________________
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