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Introduction

Any competitive advantage does not last for a long time in a contemporary turbulent telecommunication market. Therefore strategic decision making becomes one of the ultimate „musts“ for top manager of Public Network Operator (PNO) today. It allows the manager to identify new activities with  sufficient potential for value adding. And ability of adding the value is what today´s telecommunication business is about. However, it is impossible to learn strategic decision making only by reading books. In this case „practise makes perfect“ is valid in full extent. The only problem with practising of strategic decision making in a real business life is that it may be too costly.  Far more suitable form of training in this case is  using of case studies. This approach allows the manager  to become familiar with the core concept of strategic thinking first and then to practise it on case studies that mirror either real or on purpose prepared description of situations.  Process of preparing of case studies is also evolving and today´s trend leaves classical „success stories“ and heads for  report like materials full of statistical data, forecasts, correlation analysis etc. 

More and more is used  the scenario and  enterprise modelling technique in the training of top managers, too. We will deal with the enterprise modelling technique in this contribution. 

Strategic decision making

Everyday managerial decision-making process is usually characterized by the time pressure, incomplete information on the development in the own market and incomplete information on the development in the related/new markets. Contrary to this, strategic decision making should by based on:

· identification of relevant trends,

· checking for  possible paradigm shifts,

· model building,

· scenario crafting.

We will focus now our attention on the process of enterprise model building and  illustrate it on the case of  information industry model.

State of the art in telecommunication industry

Traditional distinction between telecommunications, computer industry and media is gradually disappearing due to the use of the  same underlaying technologies and skills.

The customer bases of already established players in the telecommunication market  are more and more challenged by emerging new operators. Therefore, in order to meet  better requirements of all types of customers,  it will be necessary to position itself along the new emerging value chain for each operator, already established in a  telecommunication market. In case of public network operator it will require the  reengineering of almost all internal processes, too.

Enterprise model technique

The enterprise model is a tool that gives the top manager „helicopter view“ on the industry he is working in and to some extend allows him also to examine new, or even  emerging  features, of the industry. It reflects the whole range of relevant activities within the industry and the competitive nature of market, too. Telecommunication industry enterprise model thus allows for strategic management of commercial opportunities offered by new telecommunication infrastructure. As for the environment, the enterprise model allows to grasp the key issues encouraging different customer groups to shift from traditional solutions towards network - based solutions.

Of course, enterprise modelling has some limitations, too. Enterprise modelling technique is a suitable  tool for making of analysis at the top (i.e. industry) level. It is less suited to detailed analysis of particular parts of the industry. Also, because of its static nature, the model does not capture neither the evolution in  individual value adding activities nor the changes of  relationship between them.

In a telecommunication market, similarly as in any other markets, most consumer products are build up along a primary value chain. Therefore, to be able to build an enterprise model the deep understanding of the industry value chain is required.  The model building technique itself can be described by the following steps:

1. Choose “point of view” from which the model will be build up.

2. Determine relevant level of abstraction.

3. Identify significant attributes of the product or products that will be offered in the relevant market.

4. Describe the process of production of product and its delivery to the customer.

5. Derive a primary value chain.

6. Separate structural activities from infrastructural ones.

7. Identify possible roles  in the model.

8. Describe the attributes necessary for playing  particular  roles.

9. Identify potential players in terms of their number, size and strength.

10. Forecast the size of possible revenue stream from each particular role.

11. Position itself  in enterprise model (both according to current abilities and expected position).

12. Summarize changes required for achieving of planned position. 

Let´s us illustrate this technique on the example of information enterprise model.

Information society and telecommunications

Several scenarios of future development of human society are were published. Perhaps the most known is so called  Bangemann report. According it, “Technological progress now enables us to store, retrieve and communicate information, in whatever form it may take, unconstrained by distance, volume and mobility. This considerably supplements human intelligence and may change the way we live and work together“.

As a consequence of the change of lifestyle, the way of working, spending of leisure time in the information society the restructuralisation of the activities of individuals, groups of people, public utilities, businesses, etc., will occur in information society.  The distinctions between work and education, work and leisure time, work and art, etc. will gradually diminish.

Convergence of telecommunication, computer, entertainment and media will change the very base of telecommunication industry, i.e. its structure, capabilities, etc., what will result in the emergence of new opportunities for value adding activities. Information retrieval will become as important as traditional telephone call. Well established and steadily growing linkage between the productivity and flexibility of an economy as a whole and its information and communication infrastructure will become one of the characteristic features of emerging information society. Telecommunication industry  will be  replaced by information industry that will offer  wider range of  services to users. Each user will have its own (personal) requirements and will expect the information industry to meet them. It will result in “personalisation” of information environment. The information industry can not be seen as one uniform market. On the contrary, it has to be seen as a set of many interacting and interdependent markets. Separate value chains have to be defined for each of these markets. 

Characteristic features of making  business in information society

· Virtuality: New forms of business like virtual companies are arising already today as a response to changing business environment.

· Temporarity:  Most companies may exist only for short period of time and for specific functions. 

· Globality: Trend towards globalisation can be observed not only among big international corporations but also small and medium size companies try to act globally by using  networking  facilities.

· Flexibility: Many new activities will arise from the identification of new business opportunities.

· Networking: More and more individual and virtual companies are becoming to distribute their businesses globally through information networks in order to match their needs with local conditions and opportunities. This is why information content providers would prefer network - based solutions on the expense of traditional ones.

Characteristic features  of information industry 

Two key characteristic features of information industry are:

· competition for infrastructures,

· competition for services.

From the PNO point of view key strategically relevant issues in context of Information society are:

· potential revenue streams from infrastructure provisioning,

· potential revenue streams from new services,

· technology and skills required.

The minimum infrastructure requirements for provisioning of services to end users consists of telecommunication networks interconnected at a transport, signalling and network management levels, effective billing system, privacy, authentification, security, user interfaces and navigation tools and means for capturing and storing of content. 

Service provisioning through network implies two tier architecture of the industry - Fig. 1
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Fig. 1

Production of product will become more and more complex. The number of products will ever increase as well as the dynamics of their development and introduction.

There is no possibility to cover the whole range of activities in market by any (even the largest) player. The only way how to cope with this situation is to define value chain in terms of roles. The most revolutionary idea of the model is a separation between the roles and players. The use of concept of roles and players allows clear mapping of business activities into functional and structural relationships which than may be a subject of regulation and standardisation.

· By the role we understand reasonably well described purposeful business activity within the value chain of telecommunication products delivered to a customer. Any product is produced by a combination of particular roles with intermediate products passed from previous roles. 

Corresponding to the two tier architecture of the industry, two types of  roles can be identified:

· structural roles,

· infrastructural roles.

· By the player we understand an organization which undertakes one or more roles. From commercial point of view, whether two directly related roles are played by one or several players will depend on the possibility to extract sufficient margin from the price charged to the end-user. From standardisation point of view, there is no need for standardisation of interfaces between roles played always by a single player.  However, where the possibility of splitting the roles among more players exists it is necessary to define standards regarding the delivery of the particular service.  Some players may take on several roles in several different industries. Therefore an industry is better described in terms of roles rather than players. 

We are going to build the information industry model in order  to obtain an insight into commercial issues of  telecommunication business in merging information industry. We 
look for discrete value adding activities (the roles) that can be identified in a future information market. To do so, we need „helicopter view“ on the industry. The following key attributes of products offered by the industry are: text, data, voice and video information delivered through network, diminishing value of information with the time passing, requirements for communication, information retrieval, storage, processing, both interactive and noninteractive types of communication required.

Value chain of the industry  is given  in Fig. 2








Fig. 2

possible structural and infrastructural activities  are listed in Fig. 3
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Fig. 3
By analysing of Fig. 3 we can identify  possible structural and infrastructural roles. There are the  following possible structural roles in the primary value chain of information industry:   

      ownership of information resources,  production of information products, provision of  

      information , management of information provision, information brokerage, management  

      of  information service provision, information service brokerage,  end - user role, political  

      authority role, harmonization role.

The infrastructural roles are:

       terminal equipment supply, communication of information, networking of information,  

       application creation support, information creation support.

With the infrastructural roles of information communication and information networking are closely tight roles of POTS provision, information processing and information storage.

Playing of each particular role requires ownership of specific skills.  These skills (attributes) necessary for playing roles described in Fig. 3 are summarized in Table 1:

Table 1
	
	auditing
	billing and collection
	sales and marketing
	product packaging 
	data upgrading
	service installation and maintenance

	info provision
	
	
	
	        x
	        
	

	info brokerage
	       x
	        
	         x 
	
	
	

	service provision
	
	
	
	         x
	
	            x

	service brokerage
	       x  
	           x
	         x
	
	
	

	ownership of info
	
	
	
	
	           x
	


Potential players in information industry can be divided into two groups:

First group consists of unlimited number of players that have limited size and limited power in telecommunication market. Typical examples are: owners of databases, media companies, financial Typical examples are: institutions, entertainment companies,  software companies.

Second group consists of limited number of players that are  large in size and have large power, too: PNOs, GSM operators, data network operators.

Key information for strategic decision on future positioning of PNO in new market is information on potential revenue streams coming from different structural and infrastructural roles. An example of relevant data is given in Table 2.

Table 2
	
	low but growing
	low and decreasing
	high and growing
	high but decreasing
	high and stable

	structural roles
	
	
	x
	
	

	infrastructural roles 
	
	x
	
	
	


Based on the above assumptions the following model was created (SRC 6) - see  Fig.4.






Fig.4: Enterprise model
We have listed some new requirements (e.g. privacy, authentification, security or navigation tools and means for capturing and storing of content) that were not present in the requirements for the provision of POTS through traditional telephone network infrastructure. These requirements follows from the emergence of new information services. Typical services of information of the information infrastructure are given in Tab. 3

Table 3: List of generic services 

	Type of service
	example of applications
	present value of service
	expected future value

	interactive speech
	telephony

audio conference
	high
	high but decreasing

	real-time image transfer
	fax
	high
	low

	E-mail
	text/voice/fax mail
	low
	medium

	multimedia document retrieval
	WWW

image database

videotex
	low
	high

	video on demand
	cinema on demand

news on demand

music on demand

channel on demand
	low
	medium



	interactive video services
	videotelephony

videoconferencing

interactive games

virtual reality

tele- shopping/medicine

distance learning
	low
	high

	computer supported cooperative work
	tele-working

cooperative editing

cooperative engineering
	low
	high

	broadcasting

TV/radio/data

contribution
	production 

of 

programmes
	low
	medium

(niche market)

	broadcasting

TV/radio/data

distribution
	broadcast TV

pay per view

pay per channel
	medium
	high

	distributive processing
	distributed manufacturing

real time inventory control

network management

service management
	low
	high

	real-time multipoint information retrieval
	video surveillance

news gathering

market research

televoting

audience survey
	low
	medium

(niche market)


As can be seen from the Fig. 4  there are two distinct levels. Lower level consists of the network infrastructure and services related to this infrastructure. Upper level consists of the new roles out of which the role of broker is the most revolutionary one. The role of broker, in general, is very well know  for example from financial market. Broker helps to decrease cost of searching for the most appropriate service offering. The emergence of this role in information industry is the response to the introduction of  competition in telecommunication market.

Although we have mentioned that the enterprise model is of static nature there is possibility to capture the dynamics of  development in the market. It is based on creation of enterprise models for different phases of development. Then it is quite simple to compare models and decide on relevant trends. We will  illustrate this approach on the example of interactive speech service. The models are depicted in Fig. 5a,b,c,d. 
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Fig.5a : Traditional industry model for interactive speech services in a monopoly environment
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Fig.5b : Traditional industry model for interactive speech services in a competitive environment - phase I
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Fig.5c : Traditional industry model for interactive speech services in a competitive environment - phase II






                                                                                                                                       relationship

                                                                                                                                       money flow

Fig.5d : Traditional industry model for interactive speech services in a competitive environment - phase III
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Fig.5e : Traditional industry model for interactive speech services 

CONCLUSIONS

PNO is expected to play the role of infrastructure provider. On the one side it seams quite safe role, on the other side any infrastructural role is less profitable than structural ones.

Another danger for PNO comes from the emerging role of broker. Broker can effectively cut the PNO from customer. 

___________________
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