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CREDIT CRUNCH & DOWNTURN?
YOUR TELECOMS CAN HELP YOU NAVIGATE TO SUCCESS

How hidden knowledge in your telecoms can provide a dashboard on
performance, and a sat-nav to guide you through the technology-maze

to help you thrive in difficult times.

Executive Summary

Audience: CEO, MD, FD/Financial Controller, IT Director.

Synopsis:
2008 has started with some unsettling financial news - “Credit Crunch” & Northern Rock; big
write-downs by CitiGroup and others; disappointing high-street results over Christmas; central
banks intervening on interest-rates to bolster consumer confidence.
Deloitte Touche’s Telecoms Market Predictions for 2008 point to mixed fortunes for the
sector.
Will your organisation cancel investment in telecoms to tighten costs; or will you proceed with
investment here in order to improve efficiency and competitiveness?
This White Paper proposes a framework on how to formulate your strategy in this uncertain
climate; explains how to reduce risk and improve budget protection; and proposes some

priorities for action.

IMPROVED BUSINESS BUDGET
PERFORMANCE PROTECTION
TELECOMS TECHNOLOGY

Planned initiatives, fully
business-cased

Prioritise_: Risk, Budget Impact,
Process Improvement

Release the hidden
Management

Information in your
telecoms

Audit today’s base-case
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Introduction: 2008 gets off to a difficult start

Hard on the heels of Northern Rock, global mega-bank CitiGroup and even Marks & Spencer have
been among the big names to announce disappointing results. Meanwhile, stock markets around the
world have faced a turbulent time and central banks have cut interest rates to try to bolster consumer
confidence. For businesses all of this is unsettling: if consumers tighten their spending then sales will
slow and competition will become more intense. Executives will be even more hard-pressed to win
new sources of business at the same time as protecting margins by reducing spending and

overheads.

Ripples from this will touch every sector. Analysts Deloitte & Touche have recently published their
annual Predictions for the Telecoms Sector 2008, and concluded that
“Equipment manufacturers may be hit by customers deferring
equipment purchases”
while noting, at the same time, that new technology might also provide the very tools by which

companies can improve efficiency and gain a competitive edge in a difficult trading conditions.

So, given that telecoms touch every part of your organisation, what can Management

they tell you about how to perform better: can telecoms be a key Information hidden in
your telecoms

strategic driver rather than just a troublesome overhead? If the .
systems can provide

technology revolution can offer you something, how do you make sure a dashboard on
that you invest in business-improvement and not simply “technology-for- ~ Performance, a sat-
nav for your next

technology’s-sake”? steps
There is no question that the latest technology can offer ways which will help improve your
operational efficiency, and improve competitiveness. But this doesn’t have to be about Tomorrow’s
World - by better understanding the telecoms systems you have now and how they are working for
you today, you can achieve a much-improved understanding of your business, and gain substantial
performance improvements. You can find hidden management information in your telecoms
infrastructure and, if you can unlock this, it will provide a dashboard on your current performance and

a sat-nav to guide your next steps.
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Maybe then (and not before) you will be in a position to plan future initiatives to keep one step ahead.

All those calls which you receive offering to save a few % on your telecoms bills are missing a much
more powerful point. This paper sets out how improved knowledge of your current telecoms can
provide a management dashboard to:-

Improve financial performance;

Identify short- and medium-term cost and productivity improvements;

Reduce your risk and exposure to compliance problems; and

Plan and implement improved working methods.

STEP 1: “To be sure, | wouldn't start from here.... ”

There is no shortage of offers for new technology which will undoubtedly offer some cost-savings and
operational improvements... BT’s 21% Century Network programme rolls on, and hardly a week goes
by without an announcement of a new mobile thingamajig (four-times higher bandwidth than the last
one, naturally) or a new system which uses internet-protocol (ip) and, of course, is therefore

completely free.

Businesses need to take care here because investments of these types can have a strategic impact
and you may have to live with the consequences over a long period. It is important not to drift into a
new initiative because of a well-painted picture by the vendor or the need to solve a short-term

headache. The only guide to where you should start, is where you are today.

The answer is to conduct a formal audit to be clear what systems you have, from

Start with a
“joined-up”
management have a complete handle on their operation: systems and services have been

which suppliers, and at what costs. In truth, most organisations don't actually

view bought over time from different vendors, the billing information is fragmented and
unhelpful to say the least, and often responsibility is distributed between

divisions (Facilities, IT, Finance, even HR...). And, your continual reorganisations will have confused
things further. Systems may have been set up by different people at different times in the past, but in
reality your switchboards and intranet systems are not separate islands, they are part of a joined-up
operation and are used by the same people who use your mobiles. So, it follows that you must start

with a “joined-up” management view.
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A structured audit will bring all of this information into one place, which can be a very powerful
management tool. An audit will provide you with a clear statement of your organisation’s overall

communications (internal, external, customer/client, critical partners) and a detailed picture of costs.

By the way, one simple fact on costs: your bills will probably be wrong. Of the new clients served by
Segmentation in the last year, almost three-quarters were found to have errors in their billing
resulting in overcharges by the supplier, in some cases running into tens-of-thousands of pounds.
This is a complex area and we will return to the question of how these errors arise, and how to spot

them, in a future paper, but two simple points will illustrate the problem for now:-

The complexity of tariffs and difficult presentation of the bills make mistakes in variable and

usage-related charges very difficult to spot unless you are an expert; and
Three-

guarters of
runs unchecked and the wasted money continues to leak. This tends to be  clients have

most organisations simply cannot afford to dedicate staff for this task, so it

worse where there is no single-point-of ownership within an organisation. errgrg in
- : : _ _ their

Fixed charges such as rentals and licences should be simpler, but in reality telecoms

this is often not the case. Ironically, precisely because these charges are bills

fixed, where there is an error in billing it gets built in during the budgeting
process: “if it's £x,000 this year we’ll add on a bit to be on the safe side”. So the overcharged
bills continue to come in, and because they look the same as last quarter they continue to be

paid. Simple.
Identify these errors and you gain a two-level advantage: a one-off cash benefit in the form of a

rebate or credit from the supplier, and a reduction in your operating overhead for the same amount

going forward, which will keep your Financial Controller happy for the short-term at least.

So, a structured audit of your current systems will make a first contribution to that drive for budget-

protection, and give you a coherent management view of where you are to better plan your next

move, instead of making subjective or knee-jerk responses to new offerings by suppliers.

Step 1: Audit today’s base-case.
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STEP 2: But where should | act first?

Back to the credit crunch and difficult trading conditions. Businesses’ response can be divided into
two broad themes: reducing costs and overheads to improve margins and competitiveness, and
finding new routes to market or ways of working to give your firm an edge. But how do you know
what to focus on, how do you prioritise what to do? Your telecoms audit can provide a roadmap for
both. And, at the same time, it can help check your compliance in the face of increasing regulation,

and support your Corporate Social Responsibility (CSR) agenda.

The various suppliers of your telecoms systems will all be bringing new offers and technologies, but
how do you know which are likely to have the most impact on your operation? No doubt the
technology can do great things, and the packages look attractive, but which are the compelling

drivers for your situation?

This is where the value of your telecoms audit really lies: certainly it will help

Your , L .
teleggms protect your budgets, but in reality it isn’t about pence-per-minute rates. Those
systems annoying calls which you receive each week offering to shave a few points off
touch every your mobile bill are missing a much deeper strategic point which is often

part of your

organisation overlooked. Your telecoms systems touch every part of your organisation, from

marketing and sales, through production and delivery of your services, to the way
you manage and retain your customers, to the effectiveness with which you run your operation and

back-office.

Executives would do well to view the information hidden in these systems as a key dashboard on the
business. An analysis of the data contained in your telecoms audit will paint a picture of the workings
of your business:-
What volume of transactions come into your sales teams; where do they originate; and how
effectively are they handled? Have you looked at how this lines up with your orders and sales-
revenue?
Which of your sales people use their mobiles most, at what times and speaking to whom?
What does this tell you about their activity-levels and how does this line up with your sales

performance league-table?
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How many of the callers to your customer-service operation are dealt with effectively in one
hit; how many have to make multiple calls to you, and how many have to be passed around
the organisation before their problem is solved; and, crucially, do these people buy from you
again, or disappear from your radar... possibly to a competitor?

Are there some areas where you might be falling short on regulation or compliance issues, or

CSR measures (perhaps staff attitudes, or Carbon Footprint Reduction)?

Analysis of audit information for Segmentation’s clients in recent months has thrown up some critical
operational information, quite apart from the core housekeeping and cost-control benefits. One client
was unaware of a single-point-of-failure in their operation which would have brought their business to
a halt; for another, 42% of call costs were incurred talking to their own numbers, while another found
45% of SMS texts being sent outside of business hours; and one client uncovered major blocks (and

unnecessary overhead cost) in the way sales and service calls were handled.

In Segmentation’s experience, a detailed analysis of the management information buried within your
telecoms systems will throw up a self-sorting action plan, which tends to fall into three broad

categories, with a clear hierarchy of priorities:-

1% = Alarms , “hygiene-factors” and issues which involve a risk,
a single-point-of-failure in critical workstreams, which threaten
security or business continuity, or involve a compliance
problem.

Al Unnecessary cost , often in the form of redundant or
legacy systems, out-of-date contracts which have been allowed
to “roll-over”, fragmented supply agreements which could be
consolidated or renegotiated, or usage issues which need to be
addressed.

3" = Future initiatives and possibilities which may improve
operations or efficiency, but which need to be fully specified
and subjected to a business-case (now, we are almost ready to
talk about blue-sky and technology!).

One example may serve to illustrate the potential issues and opportunities, under the “Unnecessary
cost” heading. Your firm may well have a clause in your employment contracts which permits
“personal use” of mobiles and other equipment provided to staff. But do you actually know what level

of your usage-costs are not business-related? When did you last check and reinforce the rule with
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employees? It is not uncommon for Segmentation to identify that between 20% and 65% of a client’s
company mobile bill can potentially be for non-business calls, texting, downloads and so on. Passing
a pile of bills to hard-pressed line managers to check is rarely an answer — this may sometimes pick
up high-level abuse, but there is often a more moderate level of mis-use which can be costly, such as
evening and weekend use of the firm’s mobile, or crossing that line where a perfectly-acceptable call

home when delayed by work, becomes a 35-minute chat about the family weekend.
Also, under the “Alarms” heading, our friends at HMRC are now taking an active interest in

companies who recover 100% of the VAT line on the mobile bill... so you may want to consider

putting a policy in place and measuring whether your firm can prove compliance if challenged.

So, a structured analysis of the management information contained in your telecoms audit can deliver

short-term_budget-protection initiatives as well as highlighting priorities for_interventions which will

minimise risk, and provide a platform for future initiatives which might transform the way you work, to

deliver a competitive advantage.

Step 2: Don't just look at costs and technology: be guided by risks,

business issues and opportunities for operational improvement.

Step 3: Erom Dashboard to Sat-Nav

So now you are in a position to look at new technology — not because the vendors are pushing it, or
simply because it is the latest thing, but because it is what you have identified a need for, to manage
your business through challenging times and secure a successful future. Having conducted a
thorough telecoms audit, and then reviewed the management information revealed by it, firms are in
a position to begin implementing changes to the way they work. Once more, this goes much deeper

than shaving a fraction off your pence-per-minute rates, and is certainly more than technology for its
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own sake: the audit and resulting analysis means you already have a large part of the business case

already defined.

Deloitte Touche again:
“An economic slowdown may even encourage some businesses to

accelerate process changes that require communications”

It is significant here that the emphasis is on “process changes”: we are talking here about more
flexible and efficient ways of doing things, more productive and cost-effective ways of working. The
latest telecoms technology can help bring these about - especially those which illustrate the
“convergence” of voice, data and mobility applications, based on “internet protocol” (ip)... and here

we don’'t mean Skype but a properly-engineered business-grade infrastructure.

Work is no

longer “a
There are many elements to what ip and “Next Generation Networks” can offer, place tha”t
and there is certainly no “one-size-fits-all’, simply because no two firms share y%ﬂtgr?ot/c\; ’
identical backgrounds and business challenges (put another way, a telecoms more
audit and analysis of the management information it reveals, will give different “S;;glljeggf‘g

outcomes for different organisations). The technical options are extensive and
complex: this is precisely why it is important that any initiatives are based on an objective audit and
analysis of a company’s needs. Some of the options with highest potential impact are considered

below.

Virtual and flexible working  allows staff to log on to the full functionality of the “office” from any
number of locations; this can include home, so that you can flex your workforce to match variable
periods of demand (which might perhaps suit those staff in whom you have invested training, but who
need to adjust their working patterns due to childcare needs). Or, if your organisation has multiple
sites, why have a switchboard operator in each, when one can now have sight of the whole firm, and
- with “Presence” systems — know when staff are available and have automated routing of callers
based on pre-sets synchronised with their Outlook calendar? With the latest flexible-working

solutions, work is increasingly something you do, and it no longer has to be a place you go to.

Conferencing (voice and video) now offers a practical and viable alternative instead of travel, and
can be operated with broadband and a simple webcam (rather than an expensive studio which needs
half an IT team to operate). This offers reduced transport and fleet costs, more productive hours, the

ability to deliver a consistent brief to distributed and field-based staff, and reduced employee stress.
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And mobility systems can be integrated with your back-office process to offer new possibilities: why
bring paperwork back to base when it can be issued live... improving customer information, reducing

errors, and speeding up your payment collections.

The latest technological options can have a major impact on the area of customer contact : call-
centres are no longer just about “calls” but can offer email, sms, and webchat as alternative methods
to deliver the best possible customer response (and this also allows companies to offer a choice to

suit their customers’ preferences, for example with younger audiences).
Finally, many of the above opportunities will also address the secondary areas of your CSR agenda

— for example by supporting flexible employment patterns to support families, or in the reduction of air

and road-travel and management of you carbon footprint.

So, we are now discussing not just phone calls, costs, and telecoms technology, but transformational

developments which can dramatically improve an organisation’s commercial performance and deliver
a competitive advantage — important always, but never more so than when markets face difficult

conditions.

Step 3: Specify and commission your technology base d on what will give
your business a competitive advantage, based ona p  rofessional analysis
of where you are now, and those developments which will have most

impact on your future performance.

For more information or advice on any of the issues discussed, please contact
Segmentation on 0161 330 4422

emaill: info@segmentation.eu.com

www: http://www.segmentation.eu.com
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operations deliver a competitive advantage, rather than being a barrier to success.

Reference:

Telecommunications Predictions — TMT Trends 2008

Deloitte & Touche LLP,
http://www.deloitte.com/dtt/article/0,1002,cid%253D186522,00.html

Segmentation Ltd. Registered in England No 4294391
Oakden, 4 Gatekeeper Fold, Ashton under Lyne, Lancashire OL7 9SR
Page 10 of 10



