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Contents
Message from the Editor

Features

Strategic Alignment
In an intensely competitive environment, where every customer touch point can
strengthen or undermine the customer relationship, developing and managing 
distribution channels effectively is key to building customer value. For operators to
ensure success at each moment of truth with each customer, they need to align their
sales and service teams with their business and channel strategies. By combining
this alignment with optimized channel management, operators can achieve a wide
range of benefits, including excellence in sales and service, enhanced employee
enablement, and higher revenues.

by Mike McGrath and Kenneth Neate

Tools for Transformation
As in other industries, communications operators and their IT functions often struggle
with limited resources, tight budgets, and a plethora of processes, business cases, and
technical approval requirements. However, growing numbers of operators are finding
a better way to manage IT and process change: business process management
(BPM). This approach can transform a communications company’s organizational
productivity and speed to market by creating a fast and flexible environment for
developing and integrating applications.

by Chris Bowles and Ron Haas

Tackling Complexity
With pension liabilities and deficits now a key focus for boards, investors, and 
regulators alike, the challenges involved in formulating and executing pension
strategies have never been greater. For many operators, the issue of pensions is
especially pressing, given their large, long-standing workforces and—in the case of
some incumbents—legacy of public ownership. However, communications companies
can regain control over their pension costs and risks by applying integrated commercial
thinking in combination with corporate and actuarial skills. Real-world examples
highlight companies that have used innovative approaches to pensions to realize
benefits for their business and their employees.

by Mark Abbs and Raj Mody
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Working in Partnership
Optimizing the delivery of IT service—often through outsourcing to a major IT
provider—is a key focus for many operators in today’s cost-pressured environment.
But what does such a project involve in practice? And what challenges can an operator
expect to encounter along the way? In an extended case study on the practicalities
of implementing a major IT outsourcing, we describe how PricewaterhouseCoopers
(PwC) helped a household-name global operator outsource key areas of its IT function
within a tight time frame. The case study includes assessments and insights from
both PwC team members and senior client executives. 

by John-Paul Barker, Mohi Khan, Neil O’keeffe, and Andy Woodfield

Perspectives

Jon Fredrik Baksaas, Telenor
Since taking over as president and CEO of Telenor in 2002, Jon Fredrik Baksaas
has piloted this former state-owned Norwegian incumbent to its current position as
the world’s tenth largest mobile operator, with more than 70% of its revenues coming
from outside Norway. Here, Mr. Baksaas describes the international focus and strategy
that have driven Telenor’s growth as well as the company’s continuing ambitions in
the world’s major growth areas.
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Au Sommaire
Message de la Rédaction

Enquêtes

Alignement stratégique
Dans un environnement extrêmement concurrentiel où chaque point de contact avec
un client peut conforter ou affaiblir la relation commerciale, l’efficacité du développement
et de la gestion des canaux de distribution est primordiale pour renforcer la valeur
économique du client. Les opérateurs qui veulent que chaque étape cruciale avec
chacun de leurs clients soit couronnée de succès doivent aligner leurs équipes de vente
et de services avec leurs stratégies commerciale et de distribution. Allié à une gestion
optimisée de la distribution, cet alignement apporte de nombreux avantages, au rang
desquels figurent entre autres une excellente qualité des ventes et des services, le
renforcement des capacités des collaborateurs et l’expansion du chiffre d’affaires. 

par Mike McGrath et Kenneth Neate

Les outils de la transformation
Comme dans d’autres secteurs, les opérateurs du marché de la communication et
leurs fonctions informatiques sont souvent aux prises avec des ressources limitées,
des budgets serrés, une avalanche de processus, de « business case » et d’obligations
de validation technique. Toutefois, un nombre croissant d’opérateurs optent pour un
mode de gestion plus performant des technologies de l’information et du changement
des processus : la gestion des processus métiers. Cette approche peut transformer
la productivité organisationnelle d’une entreprise du secteur de la communication et
réduire les délais de lancement en créant un environnement rapide et flexible, propice
au développement et à l’intégration d’applications.

par Chris Bowles et Ron Haas 

Venir à bout de la complexité
Les engagements et les déficits de retraite sont aujourd’hui une priorité pour les
administrateurs, les investisseurs et les régulateurs ; c’est pourquoi les difficultés
liées à l’élaboration et à la mise en œuvre de stratégies de retraite n’ont jamais été
aussi importantes. Pour de nombreux opérateurs, la question des retraites est 
particulièrement urgente, compte tenu de l’importance de leurs effectifs et de leur
ancienneté, et pour certains d’entre eux, d’un passé d’entreprise publique. Toutefois,
les entreprises du secteur de la communication peuvent reprendre le contrôle des
coûts et des risques liés aux retraites en combinant une approche commerciale
intégrée à des compétences internes et à celles d’actuaires. Des exemples concrets
mettent en avant des entreprises qui ont adopté des approches innovantes dans le
domaine des retraites au profit de leur entreprise et de ses salariés. 

par Mark Abbs et Raj Mody
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Une collaboration fondée sur le partenariat
L’optimisation de la fourniture de services informatiques, qui passe souvent par
l’externalisation auprès d’un grand prestataire, est une préoccupation majeure pour
de nombreux opérateurs dans l’environnement actuel de pressions sur les coûts.
Mais quelles sont les implications d’un tel projet ? Et quelles sont les difficultés
auxquelles un opérateur peut se trouver confronté ? Dans une étude de cas 
approfondie sur les aspects pratiques de la mise en œuvre d’un grand projet 
d’externalisation des services informatiques, nous décrivons la façon dont
PricewaterhouseCoopers (PwC) a aidé un opérateur international renommé à 
externaliser ses principales fonctions informatiques dans des délais serrés. L’étude
de cas reprend des évaluations et des points de vue des membres de l’équipe de
PwC et des dirigeants du client. 

par John-Paul Barker, Mohi Khan, Neil O’keeffe, et Andy Woodfield

Perspectives 

Jon Fredrik Baksaas, Telenor
Depuis sa prise de fonctions en tant que PDG de Telenor en 2002, Jon Fredrik Baksaas
a hissé cet ancien opérateur public norvégien au dixième rang mondial des opérateurs
de téléphonie mobile, avec plus de 70 % de son chiffre d’affaires réalisé à l’international.
Dans cet article, Jon Fredrik Baksaas décrit la stratégie et l’orientation internationales
qui ont été les moteurs de la croissance de Telenor, ainsi que les ambitions de la
société dans les régions les plus porteuses du monde.

Communications Review Vol. 13, No. 1
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Contenido
Nota del Editor

Artículos

Alineamiento estratégico 
En un entorno de intensa competencia, en el que cada punto de contacto con el
cliente puede reforzar o acabar con la relación, es fundamental desarrollar y gestionar
eficazmente los canales de distribución con el fin de consolidar el valor para el cliente.
Los operadores necesitan alinear sus equipos de ventas y servicios con las estrategias
de negocios y canales, para garantizar el éxito en los momentos críticos con los
clientes. Combinando este alineamiento con una gestión óptima de canales, los
operadores se favorecerán de un gran abanico de beneficios, incluyendo la excelencia
en ventas y servicios, una mejor formación de los empleados, y mayores ingresos.

por Mike McGrath y Kenneth Neate

Los mecanismos del cambio
Al igual que en otros sectores, los operadores de comunicaciones y sus departamentos
de TI a menudo se enfrentan a un déficit de recursos, presupuestos apretados y una
plétora de procesos, oportunidades de negocio, y requisitos de aprobación técnica.
Sin embargo, se amplía el número de operadores que han encontrado un modo
mejor de gestionar las TI y los cambios en procesos gracias a la gestión de procesos
de negocio (business process management BPM). Este enfoque puede transformar
la productividad organizativa y velocidad de lanzamiento de una compañía de
comunicaciones, mediante la creación de un entorno rápido y flexible de desarrollo
e integración de aplicaciones.

por Chris Bowles y Ron Haas 

La complejidad desintegrada 
Los desafíos a la hora de realizar y ejecutar las estrategias de pensiones nunca han
sido mayores al convertirse los pasivos y el déficit por pensiones en el tema estrella
para los consejos de administración, inversores y reguladores. Para muchos operadores,
la cuestión de las pensiones es especialmente necesaria, debido a una plantilla
numerosa y antigua y, en el caso de algunos operadores, al legado de la gestión
pública. Sin embargo, las compañías de comunicaciones pueden volver a retomar
el control sobre sus costes y riesgos por pensiones, aplicando un pensamiento
comercial integrado con aptitudes actuariales y empresariales. Algunos ejemplos
reales destacan compañías que han aplicado planteamientos innovadores para las
pensiones con el fin de realizar beneficios para sus empresas y empleados.

por Mark Abbs y Raj Mody
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El trabajo conjunto 
Optimizar la entrega de los servicios de TI—a menudo mediante la subcontratación a
un proveedor importante de TI—es clave para muchos operadores en el actual entorno
de presión en costes. Pero, ¿qué supone en la práctica un proyecto semejante? Y en
ese proceso, ¿a qué desafíos puede afrontarse un operador? En un amplio estudio
sobre los aspectos prácticos de llevar a cabo una subcontratación de TI de gran
envergadura, describimos cómo PricewaterhouseCoopers (PwC) ayudó a un operador
global muy conocido a subcontratar áreas clave de su función de TI en un marco
de tiempo limitado. El estudio incluye valoraciones y perspectivas tanto de los
miembros del equipo de PwC como de los altos directivos de clientes. 

por John-Paul Barker, Mohi Khan, Neil O’keeffe y Andy Woodfield

Perspectivas 

Jon Fredrik Baksaas, Telenor
Desde que asumiera los cargos de presidente y consejero delegado de Telenor en 2002,
Jon Fredrik Baksaas ha pilotado a este antiguo operador estatal noruego hasta
situarlo actualmente en el puesto mundial número 10 entre los mayores operadores
móviles, y con más del 70% de sus ingresos procedentes de fuera de Noruega. En
este número, el señor Baksaas describe el enfoque internacional y la estrategia que
han impulsado el crecimiento de Telenor, así como las ambiciones constantes de la
compañía en las principales áreas emergentes del mundo.
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Inhalt
Vorwort des Herausgebers

Beiträge

Strategische Ausrichtung 
In einem intensiven Wettbewerbsumfeld, in dem jeder Kontakt mit dem Kunden die
Kundenbeziehung stärken oder unterlaufen kann, ist eine effektive Entwicklung und
Handhabung der Vertriebskanäle für die Schaffung von Kundennutzen essenziell.
Um jederzeit einen erfolgreichen Kontakt mit jedem einzelnen Kunden sicherzustellen,
müssen Unternehmen ihre Verkaufs- und Serviceteams auf ihre Geschäftsstrategie
und ihre Absatzkanäle ausrichten. Eine Kombination dieser Ausrichtung mit einem
optimierten Absatzmanagement kann für Unternehmen aus vielfältiger Perspektive
von Vorteil sein, dazu zählen exzellenter Verkauf und Kundenservice, verbesserte
Mitarbeiterqualifizierung und höhere Umsätze. 

von Mike McGrath und Kenneth Neate

Werkzeuge der Transformation
Wie andere Branchen auch ringen Unternehmen der Telekommunikations- und
Unterhaltungsindustrie und ihre IT-Abteilungen häufig um begrenzte Ressourcen,
Budgets und eine Unmenge an Prozessen, Geschäftsmodellen und technologischen
Abstimmungsprozessen. Dennoch finden immer mehr Unternehmen einen besseren
Weg im Umgang mit IT und Prozessveränderungen: Business Process Management
(BPM). Dieser Ansatz kann die Produktivität von Telekommunikations- und 
Medienunternehmen erheblich steigern und time-to-market durch den Aufbau
einer schnellen und flexiblen Arbeitsumgebung für die Entwicklung und Integration
von Anwendungen erhöhen. 

von Chris Bowles und Ron Haas 

Die Bewältigung der Komplexität 
Mit der steigenden Beachtung von betrieblichen Altersvorsorgeverpflichtungen durch
Vorstände, Investoren und Regulierer waren die Herausforderungen zur Formulierung
und Umsetzung von Pensionsstrategien noch nie so groß wie heute. Für viele
Telekommunikationsunternehmen ist das Thema Pensionen aufgrund ihres umfan-
greichen durch langjährige Tätigkeiten im Unternehmen geprägten Mitarbeiterstamms
und - vor allem bei Incumbents - aufgrund des noch immer spürbaren staatlichen
Einflusses besonders gravierend. Sie können die Kontrolle über ihre Pensionskosten
und -risiken zurückgewinnen, indem sie kaufmännisches Denken mit unternehmerischem
und versicherungsmathematischen Geschick verbinden. In der Praxis haben vor
allem jene Unternehmen Mehrwert für ihr Geschäft und ihre Mitarbeiter geschaffen,
die innovative Ansätze im Umgang mit ihren Pensionen verfolgt haben. 

von Mark Abbs und Raj Mody
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Partnerschaftliches Arbeiten 
In einem von Kostendruck geprägten Marktumfeld ist die Optimierung der IT - oftmals
durch die Auslagerung an einen etablierten Dienstleister - von großer Bedeutung.
Was beinhalten solche Projekte in der Praxis? Vor welchen Herausforderungen wird
ein Unternehmen im Laufe des Prozesses stehen? In einer umfangreichen Fallstudie
über die Auslagerung (Outsourcing) der IT an einen etablierten Dienstleister wird
beschrieben, wie PricewaterhouseCoopers ein namenhaftes weltweit tätiges
Telekommunikationsunternehmen mit erheblichem Zeitdruck bei der Auslagerung
wichtiger Bereiche seiner IT unterstützt hat. Die Fallstudie umfasst Einschätzungen
von PwC Team-Mitgliedern ebenso wie leitenden Angestellten des Mandanten. 

von John-Paul Barker, Mohi Khan, Neil O’keeffe, und Andy Woodfield

Perspektiven 

Jon Fredrik Baksaas, Telenor
Seit seiner Übernahme als President und CEO von Telenor im Jahr 2002 hat Jon
Fredrik Baksaas den ehemaligen staatseigenen norwegischen Monopolisten zu
einem der zehntgrößten Mobilfunkunternehmen weltweit mit mehr als 70 Prozent
außerhalb Norwegens generierten Umsatz geführt. An dieser Stelle schildert Herr
Baksaas, wie die internationale Ausrichtung und welche Strategien Telenors Wachstum
getrieben haben und welche ehrgeizigen Ziele das Unternehmen in den weltweiten
Wachstumsmärkten anstrebt. 
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Amid the rapid change and increasingly
intense competition that characterize
today’s communications industry, there
is much debate over the factors that are
critical to success. Many observers point to
attributes such as a customer-centric focus,
flexible business models, consistently
high-quality customer service, and
responsive product development and
pricing. However, I think all of these sources
of competitive edge can be encapsulated
in a single phrase: keeping the promise.

Keeping the promise comes down to a
business saying what it will do, and then
doing exactly what it says it will. To succeed,
this principle needs to be applied across
every activity and relationship throughout
the business. To customers, this means
good services delivered for the agreed
price and underpinned by effective cus-
tomer support. To employees, it means
remuneration and benefits policies that
reward them appropriately for their 
contribution. And to shareholders, it means
ensuring high-quality, cost-effective
operations and support services that
facilitate executing the strategy and 
creating value for them.

All the articles in this issue of
Communications Review reflect aspects
of how communications operators can
make sure they keep their promise. In
every case, delivering on the promise
helps to create and strengthen the platform
that today’s operators need as a basis
for innovation, agility, and true respon-
siveness to customers. 

In the first article, “Strategic Alignment,”
Mike McGrath and Kenneth Neate 
examine the role that developing and
managing distribution channels plays 
in delivering superior customer value.
Intensifying competition makes every
transaction and interaction, with each
customer, a critical moment of truth for
the provider. To make the most of these
opportunities, operators need to align
their sales and service teams both with
their overall strategy and with their use 
of channels and customer touch points.
Optimally, combining this strategic align-
ment with improved channel efficiency
and effectiveness creates a model that
engages and enables employees and
enables sales and service excellence. 

Companies thus keep the promise,
simultaneously, to customers, employees,
and shareholders. The authors’ experience
shows that implementing such a model
can drive a 20% increase in a communi-
cations operator’s revenues, plus wider
operational and strategic benefits.

Our second article, “Tools for Trans-
formation,” turns to a growing trend in 
the industry: using business process
management (BPM) to create a fast 
and flexible environment for application
development and integration. This
approach enables companies to transform
their organizational productivity and
speed to market. While enterprise-wide
solutions such as enterprise resource
planning and customer relationship 
management increase productivity by
focusing on a handful of common business
processes, BPM extends the focus to
the literally hundreds of unique processes
that exist across most communications
companies, from order management to
billing disputes to sales commissions. 

As authors Chris Bowles and Ron Haas
point out, communications operators’

10 PricewaterhouseCoopers
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rich, complex sets of processes mean
they are especially suited to realize major
benefits from BPM. For example, operators
implementing BPM have achieved major
reductions in costs while also shortening
their new product development life
cycles by 50% to 70%. Gains of that
order are certainly worth pursuing.

The next article, “Tackling Complexity,”
looks at one of today’s most critical board-
room issues for any company: pensions.
Mark Abbs and Raj Mody focus on the
critical requirement for operators to keep
their promise to employees by delivering a
fair deal on occupational pension provision.
With pension liabilities rising on the 
corporate agenda, communications
operators are facing particular challenges,
especially when they are carrying a pension
scheme deficit or are formerly state-owned
incumbents with legacy liabilities or
employees from their public-sector days. 

As the authors point out, however, 
communications companies can regain
control over their pension schemes and
manage the associated costs and risks
by applying holistic, commercial thinking
as well as corporate and actuarial skills.

Mr. Abbs and Mr. Mody examine 
companies that have used innovative,
integrated approaches to pensions in
order to realize benefits—for both the
business and its employees.

Our last article, “Working in Partnership,”
looks at a major global operator’s drive
to keep its promise to the markets to
optimize its information technology (IT)
delivery. In an extended case study on
the practicalities of implementing a major
IT outsourcing, John-Paul Barker, Mohi
Khan, Neil O’keeffe, and Andy Woodfield
describe PricewaterhouseCoopers’ (PwC’s)
role in helping this organization outsource
key areas of its IT function within a tight
time frame. This outsourcing journey
involved planning through negotiation 
to cutover, internal transformation, and
embedding cultural change. By the end
of its fascinating story, the operator had
stabilized the outsourcing and started
moving toward the targeted cost benefits,
with a longer-term view to further increasing
its agility and IT effectiveness. 

In our Perspectives section, we again
meet a key mover and decision maker in
the global communications space. This

time, Jon Fredrik Baksaas, president and
CEO of Telenor, tells us how keeping its
promises has enabled this former
monopolist in a country of just 4.6 million
people to become the world’s tenth
largest mobile operator. Mr. Baksaas
goes on to describe Telenor’s continuing
appetite for growth in the fast-expanding
markets of Asia and sub-Saharan Africa. 

On reading this issue of Communications
Review, I feel we, too, have once again
delivered on our promise—which is to
provide you with practical, industry-leading
insight on key issues for the global 
communications industry. But, as ever,
we remain eager for your feedback to
ensure that we keep this publication as
relevant and compelling as possible.
Whatever comments or suggestions you
might have, please feel free to send
them to me at paul.g.rees@uk.pwc.com
or to call me at [44] 20 7213 4644.

Paul Rees
Partner
Global Communications Industry Leader
PricewaterhouseCoopers LLP

PricewaterhouseCoopers 11
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Amid the ongoing decline in the communications industry’s traditional barriers to entry—
geographical, technological, financial, operational—every customer transaction is becoming
a moment of truth. To capitalize as fully as possible on each transaction as an opportunity,
sales and service teams need to align their use of channels with the organization’s overall
strategy. The solution lies in creating a model for sales and service excellence that combines
this strategic alignment with improved channel efficiency and effectiveness, and with enhanced
employee engagement and enablement. Our experience shows that communications
companies who successfully implement such a model can boost their revenues by up to
20%—as well as unleash wider operational and strategic benefits.

Strategic 
Alignment



by Mike McGrath and Kenneth Neate

Business is becoming more competitive
around the world, and many companies
find themselves at a crossroads regarding
strategic direction. While they face exciting
prospects for expanding into new markets
and using innovative business models, they
also must deal with broad shifts in the
marketplace that force them to reevaluate
the fundamental ways they do things.

The convergence of communications and
entertainment services has led to shorter
product life cycles, high innovation rates,
intense product-based competition, and
greater choice. Furthermore, consumers—
increasingly knowledgeable about
communication products and services—
are creating a more fragmented market
due to the changing nature of their
needs and wants.

The low-cost delivery of services online
and stronger antitrust regulations are
lowering barriers to market entry despite
incumbent organizations’ significant
advantages in scale and scope. These
advantages include greater marketing
communication expenditure and broader
sales coverage. As a result, incumbent
communications organizations find
themselves competing with smaller, more
nimble competitors for the hearts and
minds of once-loyal customers. Incumbent
players may be left behind not through
the failure to identify consumer trends,
but through the failure to execute a 
flexible in-market response. Therefore,
as sales and service channels provide
the touch point between a business and
its customers, they represent a vital
lever for organic growth. 

Each sales and service transaction 
provides a moment of truth between
employees and customers—an opportunity
to engage customers across thousands
of points of presence, replicated across
millions of customer interactions per
annum. Customers’ experiences of these
combined interactions drive the overall
perception of the organization’s brand.
This direct form of customer engagement,
then, is a powerful method of differentiating
the organization’s brand and creating a
sustainable competitive advantage.

More directly than any other function does,
sales and service teams create the

experiences—daily, across thousands of
points of presence—for which organizations
are remembered. Consequently, focused
sales and service improvement initiatives
can deliver significant growth opportunities.

Common performance issues
of sales and service channels
A major cause of poorly performing
sales and service channels is a lack of
alignment between the objectives for
sales and service channels and the
organization’s overall strategic direction.

This happens when organizations change
their strategies to address shifting
markets and the challenges of rapid
growth without effectively realigning
channel mix, capability, and processes.
This lack of alignment manifests itself in
a number of ways, including:

• Unclear role expectations leading
to duplicated capability. The roles of
various channels become unclear as
markets fragment, resulting in over-
investment across the channel network
and increased channel conflict. Such
changes create suboptimal behavior
and lead to a poor customer experience.
Examples such as pushing customers
toward any sale rather than offering
the right solution lead to increased
customer churn in the first month
after signing.

• An undifferentiated sales and 
service approach to the customer
experience. As markets fragment,
greater understanding of what cus-
tomers want, and of the customer
segment’s relative profitability, is
required to both align channel 
capability to value-added service and
eliminate low-value activities. For
example, lower-value transactional
activities are moving out of call centers
to be either conducted offshore or
migrated to low-cost, self-service
channels. To counter this trend, call
centers must move toward higher-
value conversations based on providing
solutions to customers’ needs. That 
shift, in turn, will create a more personal,
relationship-based customer experience.

• Uncertain return on channel invest-
ment. Poor understanding of channel 

economics leads to assumptions
about which channel investments to
make. Outcomes can include value
propositions misaligned with customer
segments. For example, from an intu-
itive perspective, a direct sales force
or retail network may be seen as
superior for servicing a market seg-
ment, whereas an understanding of
channel economics based on return
on channel investment (ROCI) reveals
that model to be unprofitable unless
focused on high-value segments or
on acquiring high-value customers. 

• Poor channel governance framework.
The lack of a rigorous governance
framework leads to unclear plans 
with ambiguous targets and to debate
over validating results rather than
focusing attention on key strengths
and development opportunities. For
example, one client found that its
channel capacity was significantly
reduced because the sales staff 
frequently took phone calls from 
marketing teams to brief them on
product campaign performance.
These briefings were often more
about the communication strategy
and demands for particular customer
behaviors than about giving details 
on the key triggers in the offer. Meeting
the conflicting demands of internal
and external requirements would put
a strain on the most capable, well-
trained, successful sales staff.

Various channel structures deliver 
specific sales and service experiences
to an organization’s customers—from 
a face-to-face sales force to call 
centers and online sales and support
capabilities, dealers, and value-added
resellers. A siloed channel management
layer can lead to internal battles for
resources and to funding and productivity
losses due to stranded capacity or
underutilization across a multichannel
network. Consequently, shifts in customers’
needs over time fragment market segments
and create the need to redefine channel
roles and capabilities for delivering the
customer experience. Making such
adjustments, in turn, creates an oppor-
tunity to optimize ROCI rates and
redefine specific governance metric and
reward requirements to align individual
activity with strategy.

14 PricewaterhouseCoopers
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A model for sales and service
growth excellence
Often, channels are inherited, which
leads to a requirement to transform
operations while fulfilling business-as-
usual objectives. Although pockets of
excellence may exist within the legacy
channel organization, improving effec-
tiveness and employee engagement
while balancing customer, employee, and
organizational needs is complex. This
complexity requires sales and service
executives to consider the decision impact
on distribution channel performance in
several areas: customer experience,
revenue growth, and activity efficiency. 

The three-phase model outlined below
supports building and sustaining high
performance in sales and service:

1. Align to strategy. Configure channel
infrastructure to align with corporate
objectives and customer value drivers. 

Leading organizations improve the align-
ment of their channels and business
strategy by:

• Reorganizing their channels to be
better aligned with customer segments
based on needs and value.

• Defining an approach and timing for
migrating customers among segments
and channels.

• Determining the capacity of each
channel to handle forecast volumes
and new product growth.

• Developing options to manage channel
conflict and duplication.

• Understanding the capabilities of each
channel, identifying weaknesses, and
creating an action plan to address them.

PricewaterhouseCoopers (PwC) recently
assisted a client in gaining a better
understanding of their channel environment

capabilities, market coverage, and eco-
nomic costs. Market segments were
defined and identified across geographic
territories, along with the required channel
capability, to help the client deliver on
customer experience requirements
across a clear product portfolio. A gap
analysis determined additional channel
coverage opportunities and highlighted
opportunity within current channel 
capability that was not being fully 
optimized. These market gaps have
been identified as key growth initiatives
within a recognized mature market, and
in many cases they represent additional
penetration of current customer accounts.

A comprehensive program is now under
way to improve overall performance
based on understanding the cost to
serve and the cost to acquire, balanced
with strategic aspects such as market
coverage and redefined customer value
propositions. The benefits of this program
include increased customer penetration,
achieving double current market growth,
and reduced churn resulting from
improving customers’ service experience
and satisfaction with products.

2. Improve channel efficiency and
effectiveness. Optimize ROCI through 
a focus on sales and service process
efficiency and effectiveness by:

• Gaining an end-to-end view of the
customer experience across all channel
touch points.

• Building sales tools and processes
that deliver a single, seamless view 
of the entire customer experience. 

• Aligning staff and channel resources
with segments according to 
customer value.

• Developing seamless, integrated
campaigns across all channels.

• Increasing the amount of time staff 
can spend with customers or in
improving their skills by aggressively
automating processes and eliminating
low-value tasks.

For example, channel staff may be
spending a fairly small proportion of
their time dealing with customers
because they spend too much time
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Combining all four performance 
elements—efficiency, effectiveness,
enablement, and engagement—is 
the key to sustaining improvement
across all types of sales channels.
Understanding pockets of organiza-
tional excellence helps to create a
virtuous cycle by adding greater 
customer value and driving higher
employee engagement to improve
ROCI. In this way, organizations can
ensure effective coverage across all
major categories and geographies
and support a sales process that 
targets customers’ needs efficiently 
at each stage of the buying cycle.

Sales and service teams are further
enabled through developing specialist
capabilities and being provided with
effective sales tools and appropriate
coaching in the superior execution 
of the sales and service channel value
proposition. The cycle is completed
through encouraging high achieve-
ment by using well-defined recruitment
profiles and incentive programs that
help teams deliver on targets and
encourage discretionary effort to 
provide a consistently superior
experience to customers.

Sales force performance drivers

Performance drivers

Performance elements

What are the key
sales force

performance drivers
for the business?Effectiveness drivers Engagement drivers

Efficient sales force
What return on 
investment does the 
sales force achieve?

Effective sales force
What market-facing 
impact derives from 
sales force activities?

Enabled sales force
Is the sales force
appropriately enabled 
for superior execution?

Engaged sales force
Does the sales force 
have the desire to 
achieve superior 
execution?



doing administrative work. In some
cases, customer-facing activity may
account for less than 30% of the total
available hours. For an organization with
thousands of customer-facing staff, this
represents a misalignment of a major
investment and therefore an opportunity.
Automating activities that add low value
gives staff additional time to engage with
customers and provide a significantly
better experience, stronger sales
performance, and increased ROCI. 

3. Improve employee engagement 
and enablement. Ensure that sales and
service employees are engaged and
enabled to provide superior service to
their customers by:

• Empowering staff and front-line leaders.

• Coaching staff to develop and drive
sustainable performance improvement.

• Recognizing and rewarding staff 
who display high-value, customer-
centric behaviors.

• Attracting and retaining 
exceptional talent.

• Diagnosing and addressing 
skill gaps through targeted 
development programs.

In a recent PwC survey, 70% of the
executives interviewed said that the major
issue that might hold back their growth
strategies was difficulty in finding staff
with the required skills. In contrast, an
Australian communications client has
provided an improved capability devel-
opment and variable incentive program
to enhance the current level of employee
engagement and improve revenue 
productivity 10%–15% per employee
across the sales organization.

Business benefits
Deploying this model has the potential
to realize a range of business benefits.
In our experience, clients we have
worked with who successfully addressed
the performance constraints described
here have improved revenue per head
15%–20%. The areas where companies
usually benefit include:

• More customer-facing time for sales
and service staff.

• Increased revenue per salesperson.

• Reduced sales or service channel costs.

• A better customer experience, leading
to improved satisfaction.

• An improved employee experience,
leading to ongoing performance, 
sustainability, and retention of the
most talented staff.

• Incentives that help align employees’
behavior to corporate objectives.

Conclusion
In response to market shifts and the
continuing march of globalization, 
many CEOs are looking to take bold,
adventurous steps to sustain corporate
growth. They are putting their faith in
high-risk strategies such as opening up
new markets, acquiring new capabilities
and markets through mergers, and
developing new, innovative products
and services. While such strategies are
laudable, executives should not overlook
the significant benefits that can be
achieved by improving the returns from
their existing sales and service channels. 
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Mike McGrath is a partner and Kenneth Neate is a director in
PricewaterhouseCoopers’ Performance Improvement practice, specializing 
in the Entertainment, Media & Communications sector. For more information,
contact Mr. McGrath by phone at [61] (3) 8603 2874 or by e-mail at
mike.mcgrath@au.pwc.com; or Mr. Neate by phone at [61] (3) 8603 2057 
or by e-mail at kenneth.neate@au.pwc.com.

Refocusing a division
One global telecommunications
service provider used the three-
phase model to refocus a division
that serves small to medium-sized
organizations as an integrated, 
market-facing business. 

PwC helped this company become
more productive by developing a
more effective and enabled sales
organization. We assessed the
company’s channel coverage and
identified significant opportunities
within its existing sales territories.
The company streamlined its back-
of-house operations to better support
an improved customer experience
and made a series of tactical 
organizational changes to improve
segment sales and service focus.

The results included significant rev-
enue growth, improved productivity,
and a better customer experience.
The benefits included short- and
medium-term opportunities estimated
at up to US$150 million.

Enhancing call center operations
Another PwC client used the three-
phase model to develop and introduce
a combination of sustainable process
improvements and management
tools and techniques that enhanced
call center operations. The model
helped identify opportunities for
improving productivity through
process changes, coaching, and
leadership. PwC worked with the
client to develop a range of tools
for measuring productivity and 
performance and found ways to
sustain improvements through
behavioral and cultural changes.

These changes delivered productivity
improvements and an increased
capacity equivalent to 19% of the
client’s call center FTE baseline. This
was double the client’s anticipated
business case benefit for streamlining
its call center operations. Additional
benefits included improvements 
in customer service levels and a
dramatic reduction in complaints.

Case studies
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Over the past 10 years, enterprise-wide solutions such as enterprise resource planning and
customer relationship management have increased productivity for most businesses—including
telecoms operators—generally by focusing on less than a dozen common business processes.
In reality, most organizations have hundreds of processes, most of them unique to the business.
Over the next 10 years, the route to further productivity gains will lie in building automated,
integrated solutions to transform these unique business processes. By providing a fast and
flexible environment for application development and integration, business process management
(BPM) tools are enabling companies to join this next wave of organizational productivity advances. 

Communications operators—given their rich and complex set of processes in areas from order
management to service delivery and provisioning to billing—are especially suited to realizing
the benefits of BPM.

Tools for
Transformation



by Chris Bowles and Ron Haas

When it comes to major process change
and IT development for a large operator,
most communications executives have
personally experienced the constraints,
challenges, and extended timelines. 
As in other industries, operators and
their information technology (IT) func-
tions struggle with limited resources,
tight budgets, and a plethora of forms,
processes, business cases, and tech-
nical approval requirements. At the
same time, they generally are applying
the traditional “waterfall” approach to
development projects.  

The good news is that there is another
approach, one that can drive a dramatic
reduction in both development and
delivery time and cost, while increasing
flexibility and productivity: business
process management (BPM).  

Before examining how BPM delivers
these benefits, let’s take a closer look at
the established approach to IT develop-
ment. Traditionally, a technology project
begins with a substantial requirements
assessment phase, which is followed by
back-and-forth dialogue between IT and
the business during development, and
then a lengthy testing period before the
new process or application is implemented.
The result, ironically, is that the method
for introducing process and IT changes
to increase integration and efficiency is
itself both fragmented and inefficient.
Also, experience shows that each 
disconnect and delay in the development
cycle can add friction and dissatisfaction
between the business and IT, ultimately
driving a wedge between the two partners. 

Going to the next 
layer of processes 
Many hoped that in the post–enterprise
resource planning (ERP) and post–customer
relationship management (CRM) world,
lack of integration would be a thing of
the past. Sadly, this is far from reality.
Enterprise-wide implementations of 
ERP and CRM aimed to improve and
automate business processes along
companies’ value chains, creating end-
to-end integration and a single view of 

the truth for decision making. However,
not everything can be automated in that
way. Just below the overarching enterprise
level, major organizations have scores or
even hundreds of processes that fall
below the radar of ERP because they
are unique to the business.  

Addressing such unique processes 
represents a further—and often 
unarticulated—wave of opportunity for
automating and improving processes.
Invariably, these “second-level” processes
involve significant human-to-human and
human-to-system interaction. And because
of the sheer number and variety of
unique processes, the key to addressing
them effectively lies not in seeking out
best-of-breed IT applications, but in
developing a standardized, repeatable
process that draws on reusable compo-
nents and development methods. These
components can be leveraged to speed
up the IT development cycle and to
make each process easier to maintain
and extend over time. 

Why operators need 
a new method 
For communications operators, these
issues are especially pressing. An 
executive with one leading fixed and
wireless carrier summed up the situation
recently: “We have done a good job of
addressing the low-hanging fruit [in
terms of process improvement]. But now
we need to move to the next stage of
streamlining processes and removing
duplication. This means achieving true
integration between systems and
processes to take out costs.” 

So, why are communications operators
more in need of a new process improve-
ment method than other types of business
are? One reason is the nature of the
business they are in. Communications
operators’ operating models are packed
with complex processes in such areas as
customer acquisition, order management,
fulfillment and service delivery, customer
care, and billing. At the same time, the
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A household-name mobile operator
faced significant process challenges
in its reverse logistics, including the
processing of handsets returned by
customers. Its problems were affect-
ing customer care and limiting the
ability of in-store representatives to
cross-sell and up-sell. So the company
decided to use BPM to transform its
reverse logistics supply chain—a 
program that would affect not only
retail sales clerks but also customers,
billing, contracts, warranty groups,
and help desks. 

The business case for the reverse
logistics BPM project was compelling.
The cost efficiency and revenue gains
were such that breakeven was reached
within 72 days. Over 36 months, the
BPM initiative generated a net present
value of well in excess of the original
business case. Today, US$110 million
of gross annual savings can be directly
attributed to the BPM program around
reverse logistics. 

Along with these financial benefits, the
company has realized major gains in
customer satisfaction, with the waiting
time for customers exchanging a handset
having fallen from between three and
five days to just one to two hours. The
new process also captures additional
data to improve product quality. As a
result of such benefits, the in-store 
customer experience rating is up by 8%,
and the complaint index is down by 19%. 

A further benefit that the operator 
has gained from the BPM initiative is
improved decision making. Product
life-cycle decisions are now made
from real-time data derived from each
unit in the customer base, and the
process identifies automatically which
products are to be added or removed
from the repair list. New product 
purchases are made on the basis of
the best quality metrics. And original
equipment manufacturer relationships
have been improved by moving 
negotiations from anecdotal claims 
to fact-based discussions. 

BPM in action: Transforming customer service and 
returns management 



industry has been plagued for years 
by fragmented processes and legacy
OSS/BSS environments that are not well
integrated, resulting in excessive fallout,
exception-handling, and challenges to
effective customer service. 

This lack of integration reflects the industry’s
history of headlong consolidation through
mergers and acquisitions and its tendency
to develop, for example, a new “siloed”
order and billing process for each new
product. Taking a piecemeal approach—
as opposed to defining a repeatable
process that does not rely on individual
interpretation and/or involvement—has
often resulted in fragmented, inconsistent
processes whose smooth execution may
even depend on a particular individual.
Whatever their causes, these disconnects
are now being thrown into sharper focus
as operators bundle products and
deploy emerging services that demand
the integration of supporting operational
processes across previously distinct
product lines.   

What is BPM—and 
how can it help?   
A basic definition of BPM is process-
centric software that allows organizations
to build applications quickly to automate
processes and workflow that ultimately
increase productivity, quality, and the
ability to manage and monitor business
process performance effectively. By
bringing together multiple development
technologies, BPM software enables a
tool set that business and technology
staff use to collaborate and develop
solutions in weeks, rather than the
months that traditional tools require,
while always keeping the core needs 
of the business in view.  

As a result, applying BPM can transform
a communications operator’s agility and
responsiveness, enabling it to become much
more nimble in tackling issues that arise
in areas ranging from supply chain and
logistics to customer satisfaction (see the
case studies on pages 20 and 24). The
processes that can be transformed through
BPM are not just customer-facing, such
as ordering and billing, but also include
those with an entirely internal impact, such

as payroll, labor relations, and orienting
new employees, to name a few.  

Whether customer- or employee-facing,
processes that are ripe for a BPM solution
tend to include those that span multiple
functions or organizations and have
limited integration and repeatability and
that result in excessive e-mails, human
intervention, and/or fallout and rework.
Operators using BPM experience improved
cycle times and quality and realize
greater returns on their investments in
ERP, CRM, and OSS/BSS.  

A characteristic of the second-level
processes with the greatest potential to
benefit from BPM is that they tend to
involve interaction between human and
system, or, more commonly, between
human and human. If all of an operator’s
processes were mapped along a continuum
from, on the left, system-to-system
interactions with no human involvement
to, on the right, human-to-human inter-
actions, the most natural territory for
BPM would be on the right, in those
company-specific, people-based
processes that characterize the second
layer of processes. This layer includes
processes in which the core interaction
is human-to-human but relies critically
on the ability to interface with various
systems and pull in data to support 
the process. (See sidebar on page 22.)
BPM can transform these processes in

terms of both efficiency and effectiveness
at a fraction of the traditional time and cost. 

The benefits of drilling deeper 
How does BPM produce benefits? 
Let’s take a deeper look at BPM itself. 
In essence, BPM represents the pack-
aging of historically disparate software
tools that enable businesses to stream-
line, automate, and manage processes.
The tools provided in a BPM suite
include formerly separate but interrelated
components such as business modeling
and simulation, workflow engines, 
business rules engines, business activity
monitoring, application server, enterprise
application integration (messaging layer),
portals, and dashboarding/reporting.
When integrated and applied together,
these tools constitute a suite of tech-
nologies that enables businesses to
build Web-based applications very
quickly and at low cost. 

The BPM discipline contrasts sharply
with the traditional approach to IT and
process change, which involves seeking
out and implementing specific, best-in-
class technology components. Instead,
using a BPM suite, the reusable tools 
listed above are applied in a flexible and
integrated way to the specific needs of
the individual process. The results are
dramatic. Experience shows that BPM
can consistently reduce the length of IT
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• Credit card approval

• IP security monitoring

• Suspension for non-payment

• HR benefits self-service

• Billing disputes

• CPE provisioning and returns

• Order management

• Product pricing

• IT help desk

EAI tools

System-to-system 
applications

Human-to-human 
applications

Human-to-system 
applications

BPM tools

Figure 1: Tools for addressing the process continuum

In most cases, the question is not whether to employ enterprise application integration (EAI) or
business process management (BPM), but rather which set of tools will play the dominant role
in transforming the operator’s unique human-to-system and human-to-human processes?
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development cycles by 50% to 70%—
which translates into far faster speed to
market, much lower costs, and, ultimately,
greater value to the business.  

The business benefits continue after
implementation of the new process 
(see sidebar on page 23). The use of 
integrated tools across various processes
means that subsequent improvements
can be made in one place rather than
having to be repeated across many
processes, making maintenance easier
and quicker. Changes also can be made
“on the run” and implemented instantly
into business-as-usual situations. The
result is an engineered step-change in the
organization’s agility and responsiveness
to market change—an increasingly key
attribute in today’s fast-moving commu-
nications marketplace. 

Our experience with clients has shown
that when an operator fully embraces
BPM, it provides a radically differentiated
application development environment.
Crucially, this environment is process-
centric rather than technology-centric,
with all BPM applications starting from a
process map that establishes and supports
the common development framework.  

That approach enables two important
attributes. One is that the application
development process remains completely
focused on how the process will be
carried out in practice, allowing business
and reporting rules to be embedded to
ensure that the process delivers the right
outcomes and effective monitoring at
every step. The second is that it puts the
business user in ultimate control of the
development process and the final result,
ensuring that the deployment of each IT
application is always aligned with what
the business is trying to achieve.  

Challenges in adopting BPM
Given that BPM can produce such major
advantages for communications operators,
and that it has been around for some
years, it may seem strange that it has
not already been widely adopted as a
standard application development

approach across the industry. In fact,
BPM is now gaining ground rapidly, with
growing numbers of major operators
starting to apply it and realize the
resulting benefits. But its take-off into
mainstream use has been slowed down
by a number of factors. 

One factor has been a widespread lack
of clarity over what BPM actually means,
partly because its generic name can be
confusing. An Internet search on the
abbreviation BPM will find many topics,
including business process management
(our topic in this article) and business
performance management, which is
another term for corporate performance
management (CPM). CPM refers to 
business intelligence reporting tools and
practices. Ironically, BPM as discussed
here includes reporting functionality
related to the process(es) embedded
into the BPM application. It is clear how
this can become confusing.

A second factor that leads to confusion
is the debate among practitioners over a
common definition of BPM. One camp
applies a software-oriented definition
under which BPM refers to the conver-
gence of technologies, while the other
camp defines BPM as the practice of
managing a business through processes.
The concept of managing the organization
by means of processes, which has been
around for a few decades, helped launch
the reengineering craze of the 1990s. It
was only with the advent of the new
software tools that the term BPM became
widely used to describe how an organi-
zation can start building applications to
manage processes using BPM software.
For this reason, we are in the newer camp
using the software-based definition.

Beyond the confusion over defining
BPM, another factor that has slowed
down its adoption is that IT often feels
BPM poses a threat to its influence,
control, and traditional practices. This is
one reason why BPM often comes into
organizations via the business rather
than via IT, as a result of a business unit
leader being shown the scale of the
benefits it can deliver. 

The following are typical operator
processes from which BPM can
reap dramatic benefits. 

Operations:

• Order management for VoIP/
content-rich services 

• CPE (customer-premises equip-
ment) provisioning and return
management 

• Billing disputes and resolution
management

• Construction/engineering work
order management

• Contract management and individ-
ual case basis pricing

• Large deals management

• Product/plan price implementation
and management

• Order fallout management

• SLA (service level agreement) 
compliance 

Back office:

• Sales commissions

• Human resources’ handling of
new and departing employees 

• Self-service benefits management

• Transaction tax rate implementation

• IT contractor payment management

• Tax remittance processing

• Closing the books

• New product integration

• Account reconciliations

• IT help desk/project authorization
and management 

Processes that BPM 
can benefit 



In fact, resistance to BPM by IT is both
mistaken and shortsighted. Our experience
shows that, on the contrary, IT should
embrace BPM because it offers as many
advantages to the IT function as it does to
the business as a whole. Put simply, in an
era when IT is under growing pressure
to deliver a demonstrable return and real
measurable value to the business, BPM
provides a route to achieve both goals.
Essentially doing more for less, it solves
real business problems more effectively.
As a result, BPM brings the IT function
an opportunity to re-establish itself as a
true enabler in process transformation
across the business.  

Lessons learned—
and next steps 
Adopting BPM does bring its share 
of challenges. Some result from the
sheer speed it brings to the application
development process. By reducing
development life cycles by 50% to 70%,
BPM requires the existing methodology
and hardware procurement cycles to 
be adapted to fit such a rapid cycle—
or procurement may end up acting as 
a brake to the newfound speed of IT
development. For this reason, hardware
and software specification and planning
must be started very early in the process
and, in many cases, handled in parallel
with the application development 
activities. Similarly, BPM’s speed creates
a requirement for extremely tight 
coordination and project management 
of deliverables to meet due dates and
deployment timelines. 

Overall, the message for communications
operators is clear. As the case studies
illustrate, BPM offers a fast, effective route
to higher productivity and flexibility without
incurring the costs or long timelines
associated with traditional IT develop-
ment projects. In contrast to the legacy
approach, return on investment typically is
achieved in a matter of months. A growing
number of leading communications
operators have now seen and appreciated
the benefits that BPM can deliver, and
have incorporated it into their IT strategy

as a means of enabling the business to
achieve process transformation quickly
and effectively.  

If this sounds compelling for your business,
the first step would be to isolate an
appropriate process to improve. The ideal
target process is essentially one that
exhibits the following characteristics:
excessive manual intervention, fallout,
errors, rework, duplication, e-mails, and
the involvement of multiple people required
to simply make the process work. The

second step should be to model and
demonstrate the process using BPM to
show the benefits that BPM could deliver.
These demos produce working application
prototypes that the business can interact
with and react to, and that typically are
developed with business process owners
during a process modeling session that
can be completed in a matter of hours. 

BPM takes process automation to the
next level as it brings the business and IT
together, literally on a common platform
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For the business
The proven benefits of BPM include
the ability for the business to:  

• Reduce labor costs through
automation of manual tasks. 

• Increase quality by automating
business rules. 

• Optimize business processes by
enabling continual improvement. 

• Improve management and controls
by integrating disparate systems
and processes. 

• Allow managers to react quickly to
events at a time when they could
make a difference.

• Enforce process controls quietly and
effectively and with a full audit trail. 

• Reduce the friction from mergers
and acquisitions.

• Achieve results faster through process
simulation prior to deployment.

• Provide quicker return on investment
due to lower IT development costs
and rapid deployment.

For the IT function
The proven benefits of BPM include
the ability for the IT function to:  

• Earn higher, faster return on invest-
ment from IT development projects,
boosting IT’s standing at an enter-
prise level.

• Deliver more demonstrable value 
to business customers and the
enterprise as a whole.

• Increase credibility across the busi-
ness, re-establishing IT staff as 
key enablers who solve business
problems. 

• Lower project costs and head count
as development timelines are reduced
and streamlined.

• Enhance standardization, increasing
IT’s control and allowing IT to con-
solidate and rationalize applications. 

• Improve processes continually,
more effectively, more easily, and
enterprise-wide. 

• Produce better, faster, and more
certain results through process
prototyping.

• Achieve more focused and cost-
effective management of skills
through the use of standardized
tools across applications.

The proven benefits of BPM
Business process management has shown its effectiveness in enhancing 
productivity in both the overall business and the information technology function.



or by means of a suite of technologies, to
transform processes across the enterprise.
With BPM, the need to dedicate increasing
numbers of people to highly manual and
fragmented processes, and to live with
lengthy IT development timelines, can
become a thing of the past. 
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A global communications operator was
experiencing performance problems
and technology obsolescence within
its process for paying IT vendors who
provided application development and
maintenance services under numerous
outsourcing arrangements. The legacy
process required significant manual
intervention to handle the receipt of
most invoices from vendors; the verifi-
cation, approvals, and reconciliation
of time charged by vendor personnel;
and the back-end financial accruals
and related reporting.  

Some 30% of the invoices processed
required additional manual resolution,
with 95% of the errors being incorrect
time data provided by the vendor and
5% with no time entered at all. Given
an imminent increase in the volume of
vendor hours and resulting invoices,
the current head count that managed
the process would need to be expanded
to maintain current throughput. In
addition, as a result of the current
state, some software development
work was being classified as expense
vs. capital (approximately 3% to 5%
of spending), and much of the work
was not being tracked at a level to
qualify for state and federal R&D tax
credits. Refreshing the technology
also was needed since the underlying
database that supported the current
process was built in a package no
longer supported by the software vendor.

With PricewaterhouseCoopers’ help,
the company used BPM to create a
targeted solution that did not materially
impact upstream or downstream systems
or processes, and which transformed
the existing IT vendor payment process
while replicating the activities within it.
To remove the heavy exception man-
agement effort required due to vendors
entering time data incorrectly or not at
all, the application used business rules
to replace manual searches and con-
firmations. It also required major onshore
and offshore vendors to render invoices
electronically using a standard XML
format, with new e-invoice rules to
reduce fallout. At the same time, the
new process automated the verifica-
tion, reconciliation, and fallout over
vendor invoices, as well as part of the
approval process through a standard,
repeatable workflow. 

The business case for the BPM appli-
cation included annual direct labor
savings, plus annual savings by accu-
rately capitalizing software spending
and accurately supporting R&D tax
credits. Payback on the effort took less
than a week to achieve, thanks to more
accurate software capitalization reporting,
plus labor savings that approached 
$50 million annually. The application
also addressed the problem of scaling
the operator’s process to handle the
increased volumes without having to
add more people. 

BPM in action: Transforming the vendor payment 
management process 

Chris Bowles is a director and Ron Haas
is a partner in PricewaterhouseCoopers’
Entertainment, Media & Communications
practice. For further information,
contact Mr. Bowles by phone at 
[1] 214 754 7287 or by e-mail at
chris.bowles@us.pwc.com; or Mr. Haas
by phone at [1] 214 754 4520 or by
e-mail at ronald.d.haas@us.pwc.com. 
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Globally, pensions are in turmoil—and are rising rapidly up the agenda for governments,
boards, investors, acquirers, unions, employees, and the media. Issues concerning pensions
now influence every facet of daily corporate life, especially for those companies carrying a
pension scheme deficit. For communications operators, particularly formerly state-owned
incumbents, these issues can be especially challenging. But they are not insoluble. Companies
can regain control over their pension schemes, and manage the costs and risks associated
with them, by applying holistic, commercial thinking in combination with a wide range of
corporate skills and deep actuarial know-how. While many companies are still struggling 
to come to terms with their new and unwanted debt problem, some are embracing more
innovative approaches to the whole pension arena.

Tackling
Complexity



by Mark Abbs and Raj Mody

Ten years ago, pension schemes generally
were an outpost of human resources,
separate from the rest of the company’s
structure. In the early years of this
decade, markets took a hit and most
defined benefit (DB) schemes moved
from a position of comfortable surplus 
to significant deficit. Then came new
accounting rules in many locations, and
these deficits started to appear on the
balance sheet.

In some cases, the emergence of pension
issues has taken company boards and
potential acquirers by surprise, even
stopping some deals in their tracks. At
the same time, pension regulators are
gaining increasing powers to protect the
interests of scheme members, while
employers and individual directors
increasingly can be held accountable for
any action, or lack of it, that reduces the
security of a company pension scheme.

Pension issues in the 
communications industry
Evolving industry dynamics serve to
highlight pension issues that are critical
for communications operators. Ongoing
convergence at the service and the
provider levels is creating a more level
playing field in which lean, young com-
panies can compete head-on with
massive incumbents—making pensions
a key component in everything from
recruitment and reward strategies to
return on capital.

These dynamics are affected by compa-
nies’ legacies and organizational cultures.
For example, for many incumbents,
large workforces and a history of public
ownership have made pensions a long-
standing focus, especially given the
wider social shift from public to private
pension provision. However, an effective
pension strategy is now equally critical
for the young companies, which must
ensure that their pension commitments
do not start to weigh them down,
causing them to lose their operational
and financial agility.  

The innovation cycle in the sector also has
an impact on pensions. As innovation
climbs toward a new peak, communica-
tions operators face a looming talent
shortage, meaning they must be able 

to compete for the best and brightest
individuals. As a result, businesses now
jostle to recruit from a relatively small
quantity of sought-after individuals.
Workforce investments, including pensions,
represent a critical human resources tool
and a unique opportunity for communi-
cations companies to drive financial
performance in the coming decade. 

Alongside these factors, the increasingly
cross-border nature of the industry’s
offerings and organizational structures is
combining with multiple regulations and
standards to increase the complexity of
pension issues. At the same time, the
intensifying price competition seen in the
communications sector and the resulting
squeeze on margins mean that the sub-
stantial costs involved in managing and
fulfilling company pension schemes are
coming under growing scrutiny. And
advancing regulation in the pension
environment is creating even further
costs for companies. 

The widespread shift away from DB
schemes and toward defined contribution
(DC) schemes in many countries is also
raising challenges for the industry. Not the
least is that of convincing long-standing
employees of the need to rebalance the
responsibility for retirement provision
from the company to the individual. 

In countries where private pensions 
traditionally have played a small part 
in total pension provision, changes are
under way. For example, the German
private pension market is expected to
grow significantly in the next few years
due to the post-2000 pension reforms
(premium income rose by almost 25% 
in 2005). In Italy, a new law to boost the
growth of private pensions was approved
at the end of 2005 and is expected to
become effective by 2008. Under it, an
amount equivalent to 7% of salaries will
automatically be paid into occupational
pension funds.

Pension strategies for success
In the complex pension landscape, how
can communications operators ensure
that they are on top of the issues? The
answer starts with a strong governance
framework, which recognizes that pension
issues now cross many disciplines—
actuarial, legal, regulatory, financial
reporting, and strategic. Today’s most

challenging pension problems need a
connected approach, yet current corporate
frameworks for dealing with pensions do
not always encourage joined-up thinking.
The good news is that companies that use
effective pension strategies to approach
their pension scheme governance
proactively and that negotiate effectively
with trustees can maximize business
value and minimize business risk.

To create a road map to a successful
pension strategy, a company must first
decide where it would like to get to—
in other words, what success will look
like. While the details of the vision will
vary depending on a company’s specific
situation, for most businesses the vision
is likely to include most of the objectives
and aspirations described in Figure 1.

In creating and executing the strategy, 
a communications company needs to
take into account several objectives and
aspects. Our experience shows that the
four most important considerations in
respect of pensions are:

1. Maximizing business value.

2. Minimizing risk.

3. Designing the pension scheme and
the pension promise.

4. Managing financial reporting and 
governance.
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In a defined benefit (DB) pension
scheme, the final amount of the 
pension that a retiring employee is
entitled to is set by a predetermined
formula. The amount the individual
receives is often connected to criteria
such as length of service and the
amount of pension contributions made.

In a defined contribution (DC) pension
scheme, the final amount of the 
pension a retiring employee is entitled
to is uncertain and is not guaranteed
by the employer. The amount depends
instead on the level of contributions
put into the individual’s fund, the
success of the investment of that
fund, and the cost of converting the
fund into an annuity at retirement.

DB and DC pension
schemes defined 



Maximizing business value
Merge pension schemes. One of the
most effective ways to maximize business
value—especially in a post-merger envi-
ronment—is to merge pension schemes.
Companies can reduce the cost and
complexity of managing two or more
pension schemes by merging them. A
number of symptoms can indicate that
merging may be an appropriate step, for
example, the company may find itself
devoting excessive time and cost to
managing a myriad of schemes, trustee
boards, and advisors. 

Identify the potential cost savings from
merging pensions as well as the one-off
expense of executing the change. Then
investigate the effect on security for
each scheme member and any resulting
liabilities. Finally, engage with trustees
and, if necessary, the relevant pension
regulators. The savings can be dramatic. 

Following various corporate mergers, a
major multinational had 13 DB pension
schemes in the United Kingdom. By
merging these schemes, the group
achieved annual cost savings of more
than 1% of total payroll, plus greater
control over pension policy and a clearer
decision-making framework.

Reduce pension liabilities. As well as
rationalizing future benefits, companies can
also find ways to reduce existing accrued
liabilities that are acceptable to, and
even welcomed by, trustees and members.

Identify possible options for reducing
existing liabilities, and conduct a
cost/benefit analysis on each option.
Clearly communicate the desired changes,
and obtain any required consents. Also,
evaluate both immediate and long-term
funding implications of the scheme. 

One corporation, looking to reduce the
deficit in its main pension scheme, offered
the deferred members an enhancement to
transfer their benefits out of the pension
scheme. This resulted in a US$18 million
reduction in the scheme’s deficit, for a
cash outlay of $3.6 million, and lower
exposure to mortality and investment risk. 

Enhance tax effectiveness. Take steps
to maximize the tax effectiveness of the
pension scheme in each location to
enable companies to cut the costs of
operating their scheme with tax savings.

The symptoms that might point to this
action include pressure for increases in
employee or employer pension contribu-
tions, or pressure from unions and
employees for greater flexibility on reward.

Carry out a feasibility study to identify
the level of savings to both employees
and the employer, and any potential
roadblocks. Consider the effects on
payroll, human resources systems, and
employment contracts, and ensure that
employees will be no worse off. Clearly
communicating the benefits is vital in
enabling the employer and employees 
to maximize tax effectiveness. 

The savings often are substantial. One
organization converted the employees’
pension contributions into employer
contributions to cut the costs of operating
its DB and DC pension schemes while
maintaining the same level of pension
benefits. The conversion created savings
equivalent to 0.5% of pay to those 

qualified for the pension and gave
employees an effective gross pay
increase of up to 0.7%. 

Improve pension function effectiveness.
Ensuring more cost-effective delivery of
high-quality pension services also can
reduce the costs of operating company
schemes and remove unnecessary 
costs or reputation risks. The symptoms
indicating the need for such a program
may include confusion about responsi-
bilities in the pension function, too much
manual processing, or poor communica-
tion with other functions. 

The program should aim to clarify and
document all roles and responsibilities
across pension-related functions.
Review the pension’s delivery service,
looking at structure, people, processes,
and systems. Following implementation,
the pension function should run significantly
more efficiently and should deliver better
value for members. 
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Financing
Devise a clear

strategy for financing
the scheme, with views

on timing of any
eventual separation 

of pension 
Business value

Reduce costs and 
maximize value

Reward
Achieve consistency

across a wider reward 
strategy that best meets

your business 
requirements 

Deals
Take a robust,

efficient approach
to all corporate

activity

Advisor
Follow a

multidisciplinary
approach, likely the most
effective in a complex,

fast-changing 
climate

Governance
Reduce compliance
 risks and increase 

operational 
efficiency

Design
Create a scheme to 
motivate employees 

and maximize 
effectiveness

Trustees
Maintain a healthy, 
ongoing relationship

on all fronts

Business risk
Quantify and manage

 the pension risks 
posed to your 

business

Pension
strategies
and vision

Figure 1: Key objectives and dependencies of a pension strategy

In formulating a strategy for a successful pension, communications operators must first weigh
their companies’ objectives and aspirations to define success.

continues on next page



Minimizing risk
Make and implement effective decisions.
Unclear decision making between
employers and trustees creates the
potential for conflicts, which can represent
a major risk for companies running schemes.
Minimize this risk by embedding robust
processes for making and documenting
decisions between employers and trustees,
and ensuring that the responsibility for
implementation is clear. Warning signs 
in this area might include confusion
between employers and trustees over
which decisions have been reached, and
corporate activity being derailed at the
last minute by insufficient engagement
from pension trustees.

Clarify who is accountable on the
employer’s side for engaging, consulting,
and making arrangements with the
trustees and for ensuring that all decisions
are documented in a manner that provides
clarity and that can be scrutinized.
Review decision-making processes to
ensure that they are consistent with the
powers set out in the scheme’s trust
deeds and rules. 

One global organization was in dispute
with its trustees over decisions that each
had interpreted differently. The two parties
had not revised their processes to reflect
the new pension’s environment in that
location. New processes subsequently
implemented resulted in clear, speedy
decisions and reduced meeting times 
by half and advisor fees by one-third.

Create a pension scheme risk register.
Financial and other risks associated with
pension schemes are frequently of the
same order of significance to businesses
and require similarly thorough, ongoing
risk management. Take control and
reduce risk by creating a pension
scheme risk register. Symptoms that
suggest a pension scheme risk register
is needed might include difficulty in
identifying, prioritizing, or understanding
the effect of pension risk, inability to
identify the ownership of pension risks, or
the employer and trustees having differing
views of acceptable levels of risk.

One organization held an interactive 
risk workshop for trustees designed to
develop understanding of the principles
of risk, raise awareness of the advantages
of considering risk to be an integral part
of scheme responsibilities, and identify,

explore, and assess the pension scheme’s
main risks. Following a detailed review
of the risks the scheme faced and iden-
tification of the objectives of the scheme,
an assessment of the specific risks that
could prevent achieving those objectives
was carried out. The risks were then
classified according to severity and like-
lihood, and mitigating action and control
procedures were identified.

Designing the pension scheme
Given the array of pressures, it is hardly
surprising that the landscape of pension
design is changing. In many countries
there is a trend to move from defined
benefits to defined contribution schemes.
A recent survey of 464 companies by
the UK National Association of Pension
Funds (NAPF) found that the main
reason for closing final salary schemes
was cost control.

Aside from dealing with pension deficits,
many companies also have to reassess
the nature of their pensions’ promise to
executives and the wider workforce,
both at home and overseas. Employers
need to balance inequities arising from
the closure of DB schemes and reassess
the role that pensions play as part of
overall reward in the employment deal.

Defined benefit schemes. A key problem
with DB schemes has been the huge
increase in cost over the last two
decades. To exacerbate the problem,
the reward from any investment risk the
employer supports is asymmetric. In 
the event of a surplus, there typically is
pressure to award benefit improvements
to members. So the sponsor reaps only
part of the reward from the investment
risk taken. In the event that the invest-
ment risk does not pay off, the sponsor
has to make good on the resulting
deficit. The sponsor may have no leeway
to reduce members’ accrued benefits.

In the future, it will be desirable for  
pensions to be designed with built-in
safety valves to help mitigate against
increasing costs and funding strains that
arise in respect of accrued benefits, as a
result of external factors. It would also
help for the designs to not have such
asymmetric risk/reward features.

Defined contribution schemes.
The move toward DC  schemes has
achieved the aim of transferring to

members most of the financial risks of
final salary schemes, particularly the risk
of investments. But for the employer, it has
not solved all the problems connected
with these risks. 

The nature of a DC scheme is that
members bear the three principal risks—
low-pension risk, mid-career volatility,
and preretirement market risk. However,
the human resources implications from
these risks can be serious for companies
sponsoring DC schemes. For example, 
if members are uneasy about poor
investment market conditions, they may
make irrational investment selections.  

It may be difficult to encourage employees
no longer needed by a business to retire
if they have inadequate pensions.
Companies that question what other
incentives to offer employees as the
workforce ages substantially might con-
sider a potential shift toward recruiting
and retaining selected older workers.

To appeal to older workers, employers
may have to offer more flexible income
patterns. Options include allowing
employees to work part-time and also
draw a partial pension, and allowing
employees the flexibility to review the
balance between work and retirement
every few years.

Maintaining a balance between the human
resources and the finance functions is
desirable. In particular, the human
resources function has a role in helping
the finance function appreciate that a
move to DC does not avoid all the risks
associated with occupational pension
provision and, in fact, creates new risks
over time.

Targeted retirement accounts. The
undesirable features of DB and DC schemes
have led to an alternative “middle-ground”
design, the targeted retirement account—
often called a TRAC. 

Up to retirement, a TRAC scheme assigns
an account to each individual member, as
in a DC scheme. However, the investment
strategy behind the accounts is not at
individual members’ discretion but, instead,
under the control of the TRAC scheme
trustees in consultation with the sponsor.

The employer’s and an employee’s 
contributions are both allocated to the
individual’s account. Then, for example,
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a TRAC might target cost-of-living revalu-
ations (such as RPI, retail price index) on
the account each year up to retirement,
but with a guarantee only that the accrued
TRAC will not reduce. Such a guarantee
gives employers a safety valve in the event of
adverse experience. It also gives employees
better security than with traditional DC
schemes, along with better predictability
for projecting their individual TRAC, espe-
cially close to retirement.

The TRAC approach provides greater
flexibility and certainty for employees
than a “pure” DC scheme does, but with
more controllable risk for the employer,
including protection from potential dramatic
improvements in life expectancy in the
future. A TRAC scheme also can provide
companies with a better distribution of
shared pension risk across their work-
force. Companies that currently run
closed final salary schemes and open
DC schemes may have two employees
doing identical jobs but with materially
different total reward packages. A TRAC
can help overcome such problems.

Cross-border pensions. Considering
the increasing mobility of employees,
employers need to pay closer attention
to benefit provision—not just to ensure
consistency where appropriate, but also to
avoid falling foul of the differing regulatory
environments around the globe.

Companies can incur pension costs for
expatriates that are significantly higher
than those for other employees, often
because they resort to various ad hoc
fixes as issues arise. The solution in
these cases is to develop a consistent
strategy to meet the needs of both the
business and the employee at a reasonable
cost. In addition, any pension policy
should be consistent with and should
support the business, wider human
resources policies, and international
assignment policies.

The impact of local pensions and tax
legislation also needs to be considered
carefully. For example, for employees
located within European Union member
states, it is possible for employers to make
contributions into a UK “cross-border”
pension scheme. Doing so requires
approval, but can also lead to more
stringent requirements for reporting
scheme funding. The pros and cons
need to be assessed early, as it is possible

that such cross-border status can be
triggered inadvertently.

An international organization had expatriates
in a number of countries and had set up
an offshore pension scheme in a low-tax
jurisdiction. However, different expatriates
had very different benefits within the
scheme, which created tension among the
expatriates and made the scheme more
complicated to run. This complication
resulted in the organization reviewing its
expatriate pension policy and changing
its contribution scale to be more consistent
across territories, including the effect 
of the various tax treatments of the
countries involved.

Managing financial reporting
Clarify corporate accounting for 
pensions. Manage financial reporting
around pensions with effective, accurate,
and transparent corporate accounting.
Balance sheet disclosures about pensions
vary widely and are continually evolving—
yet they act as a yardstick for corporate
transactions and, increasingly, for funding
negotiations as well. Absolute clarity is
therefore essential. Warning symptoms
include balance sheet volatility caused
by the pension liability, inconsistent
assumptions across different territories,
confusion over the correct accounting
treatment for overseas schemes, pressure
from investors for increased disclosure
of benefit costs and assumptions, or
pressure from the trustees to set a funding
basis for cash contributions no weaker
than the accounting basis. 

In response, a company should take steps
to correct accounting issues. Included
are preparing an inventory of all benefit
schemes worldwide, implementing
robust processes and methodologies for
setting assumptions, reviewing current
assumptions against appropriate bench-
marks, and publishing transparent and
comprehensive disclosures. 

One organization collated pension 
disclosures for eleven schemes that 
had nine actuarial firms as advisors.
Reporting templates were then redesigned
to help develop consistent methodologies
for determining assumptions across all
territories, creating a smoother and more
robust reporting process going forward.
That organization now requires less
merger and acquisition assistance for

certain overseas territories when preparing
businesses for sale.

Review actuarial assumptions. Review
assumptions used to calculate disclosures,
assess the accuracy and appropriateness
of assumptions, and analyze the sensitivity
of the results to different assumptions.
Also, benchmark assumptions against the
market. (Obtain an auditor’s sign-off on
any proposed changes.) Benchmarking
exercises of this type can provide
employers with strong evidence to counter
increasingly strong funding targets 
proposed by trustees and challenges
from auditors concerning balance sheet
disclosures. Equally, they may identify
ways in which the existing procedures for
determining assumptions could be refined.

One company found that the financial
assumptions proposed for pricing a
target business were significantly more
aggressive than those used at the last
balance sheet date, resulting in a higher
price for the target. By revising the
assumptions, the company was able to
improve its negotiating position by
around $6 million.

Measure pension obligations. Given
the variety of ways to measure pension
obligations, employers need to decide
which is the most appropriate to 
use and under what circumstances.
Symptoms indicating that measurement
is needed might include confusion over
why pensions are valued in different
ways in different circumstances, a lack
of understanding about who sets the
assumptions in each case, or a need 
to understand how to value the pension
liabilities of associated companies, 
competitors, or an acquisition target.

The company needs to gain an under-
standing of which measure of the liability
will affect the scheme and under what
circumstances. It also should establish
which stakeholders will focus on which
measure, and the implications of each
measure for any corporate activity. 

Initially, an organization bidding for an
outsourcing contract that involved the
transfer of staff with pension rights
focused purely on the likely ongoing
deficit. A due diligence review, however,
highlighted the wider implications, such
as the fact that the accounting deficit
would affect dividend payments and
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loan financing, and that the buy-out
deficit would affect the exposure of its
joint venture partnership. As a result, 
a more comprehensive funding and
investment scheme was put in place,
giving management more control.

Key stakeholders 
and regulators 
In today’s more transparent pension
environment, healthy and ongoing 
dialogue is essential, not just with the
regulator but with all key stakeholders—
trustees, pension scheme members,
unions, shareholders, and lenders. Conflicts
cost money. If nothing is done to manage
pension scheme risk, it can damage the
share price and, consequently, directors’
credibility and personal remuneration.
Trustees, as well as the board, have
increased responsibilities and risks and
are under increased scrutiny from stake-
holders, with a renewed focus on auditing
the pension scheme as an integral part
of effective scheme governance. 

Employers should therefore ensure that
they engage proactively and continually
with key stakeholders and manage
those relationships effectively. For
instance, companies need to engage
closely and continually with trustees to
ensure that management has the right
degree of oversight and strategic input
to what often is, in effect, a financially
significant business subsidiary.

Conclusion: The need for 
an integrated approach
Pension issues today—rarely sitting just
in the pension box—overlap with corporate
financing and structure, tax, and business
strategy and valuation. Communications
operators’ need for advice and guidance
concerning pensions goes far beyond
actuarial expertise. The key is to build on
core actuarial skills but view pension issues
in the wider business context. The effective
pension advisor, also, will have these
broader integrated skills. (See Figure 2.)

From a well-informed position of strength,
communications operators can capitalize
on opportunities to minimize the impact
of pension deficits on their balance sheet,
and can put themselves in a better position
to respond swiftly and confidently to
deals and transactions. They also will be
better able to anticipate concerns that

new regulations or strong-minded trustees
might raise. The overall effect is that of
enhancing the company’s competitive
edge in the market and reassuring all
stakeholders—including investors—of
the business’s overall sustainability.

The message is clear. Pensions cannot
be run in a vacuum, and an effective
pension strategy must be approached
holistically as an integral part of the
business’s operations and risk profile. 
In the converging communications
industry, the right pension strategy and
its execution are becoming increasingly
critical to success.
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Figure 2: The skills required to drive an effective pension strategy and role
of the integrated pension advisor 

Recognizing the pension scheme as one component of a company’s operations and risk profile,
communications operators should formulate their pension strategy by taking a holistic approach
that builds on actuarial skills. 

Mark Abbs is a senior manager 
and Raj Mody is a partner in
PricewaterhouseCoopers’ Tax 
HRS Entertainment, Media &
Communications practice. 
For more information, contact 
Mr. Abbs by phone at 
[44] 1895 52 2431 or by e-mail 
at mark.l.abbs@uk.pwc.com; or 
Mr. Mody by phone at 
[44] 20 7804 0953 or by e-mail 
at raj.mody@uk.pwc.com.
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When a global communications operator decided to outsource key areas of its IT function
within a tight time frame, it turned to PwC for advice. The resulting project amounted to an
exemplar of the challenges, pressures, learning, and best practice points involved in a major
outsourcing, all the way from planning through negotiation to cutover, internal transformation,
and embedding cultural change. Working inclusively with the client in joint teams, PwC helped
this household-name communications provider complete the stabilization of the outsourcing
and get on the road toward realizing the cost benefits, with potential objectives in view for
increasing its agility and boosting the effectiveness of its IT assets and operations. 

Working in
Partnership



by John-Paul Barker, Mohi Khan, Neil
O’keeffe, and Andy Woodfield

Like other high-performing businesses, the
global communications operator that
PricewaterhouseCoopers (PwC) supported
recently is committed to using outsourcing
wherever possible to cut costs, boost
organizational agility, and sharpen its
competitive edge. This imperative applies
especially to the management and 
operation of its information technology
(IT) assets. So the group decided to 
outsource its application development and
maintenance (AD&M) function worldwide,
through an approach under which the
local operating companies would nego-
tiate their own local agreements within 
a global master service agreement. 
The group also decided that one key
operating company should go first in an
accelerated time frame, to demonstrate
the client’s commitment to change and
ability to execute it. 

As a result, that operating company faced
a need to negotiate a complex AD&M
outsourcing agreement with a major global
supplier within a tight time frame. Once
completed, the negotiations would be
followed by a rapid cutover to the contract,
in parallel with planning, managing, and
implementing the necessary internal transfor-
mation and behavioral change. Identifying
a clear need for external advice, the
company quickly launched a competitive
tender process. PwC’s bid was selected. 

A senior executive of the client’s explained
that the choice came down to experience.
“The decision to use PwC very much came
from seeing an opportunity in a difficult
situation,” he said. “We were heading
towards service cutover. We knew we had
a large number of vacancies in the retained
organization. And therefore we saw the
positive side of not going in and trying to
recruit lots of individual contractors to
back-fill. Instead, we thought we should
go to a competent organization that could
offer interims that were experienced in
implementing outsourcing, that could help
us through the change curve and the
culture change, and that could create and
embed the new process. We saw real
benefit, and value-add would be gained
from using someone with the relevant
experience. So we went through a quick
RFP process—and PwC won.” 

Key challenges—and 
mobilizing to meet them 

PwC’s initial involvement was two months
of supporting the client in the complex
commercial negotiation of its local
agreement. Once the local outsourcing
agreement was signed, the focus moved
to the cutover, which also was conducted
against a tight deadline. This required
closely cooperating with the client and
supplier to define and implement the
transition strategy with the least possible
risk and disruption to the business, and
then defining and embedding the new
behaviors and processes outlined in a
piece of PwC thought leadership tailored
specifically to the client’s needs—the
Intelligent Customer Function.  

PwC became involved at the time of the
cutover. It was clear that the speed and
complexity of the project meant PwC’s
inclusive approach would be essential.
So the PwC team set about working in
partnership with the client to implement
and manage several work streams in
parallel, including transition support,
finalization of the financials, design and
implementation of the vendor manage-
ment processes, and driving permanent
behavioral change. 

To support the client across all these work
streams, PwC mobilized a multiskilled
team that peaked at 30 performance-
improvement and people-change
specialists. This team ran the necessary
work streams in parallel, and collaborated
and engaged with client personnel at all
levels. Each work stream was directly
owned by a member of the client’s senior
management team, reinforcing buy-in
and driving commitment from all client
staff. Rigorous management of the
program was supported by an evolving
and adaptive approach, and by a major
program of behavioral change workshops
and training. Also, as a number of gaps
emerged in the client's retained organi-
zation, PwC provided interim executives
to fill these roles and share their skills
until the retained organization was fully
geared up. 

We will now look at the various elements
of the project, some of which took place
sequentially, and some in parallel. 

Negotiating the deal 
As mentioned above, initially the PwC
team supported the client in negotiating
its local outsourcing contract within the
parameters of the global master service
agreement. While the global agreement
set the context, the detailed commercial
model still needed to be designed and
agreed upon. This complex commercial
and service negotiation had to be con-
ducted within two months. And it was
clear that once the agreement was signed,
there would be a need for ongoing fine-
tuning and negotiating of the details
through and beyond the cutover.  

In the initial local contract negotiations,
the PwC team supported the client’s
deal team by helping to analyze and
extrapolate the client’s existing costs to
establish the “do nothing” baseline, and
then comparing it with various pricing
scenarios over several years. During the
negotiations, PwC supported the deal
team by running each proposal from the
supplier through the pricing model to
calculate the potential savings. The
negotiations were completed within the
two-month time frame, an achievement
involving high pressure and late nights.
The contract terms were then fed into
the design of the new processes and
behaviors for the retained organization. 

The cutover to the contract took place
just 20 working days after the deal was
signed. It was then that PwC won the
mandate to advise on the post-deal
transition and stabilization, including
finalizing and interpreting the contract
terms. To maintain continuity, the same
PwC people who had worked on the
negotiations supported those activities.  

They focused on three areas: 

1. Commercial delivery of the deal itself. 

2. Financial management, including 
forecasting, planning, and tracking
the realization of benefits.

3. Decision support, ensuring that 
all the relevant key performance 
indicators and management 
information were in place.

All three work streams involve dealing
with detailed—and often conflicting—
contract interpretations and multiple
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stakeholders. To help resolve the issues
that arose post-cutover, PwC organized
a two-day workshop of senior executives
from the client and the outsource supplier. 

Transforming the retained 
IT organization 
Optimizing the client’s retained organization
was a further key focus. The PwC team
knew that, as in any major outsourcing,
realizing the benefits negotiated in the
contract would require a clear and appro-
priate best-practice structural, capability,
and operating model for the retained IT
organization. In essence, members of
the IT organization needed to make a
rapid transition from service delivery to
supply management—a fundamental shift
requiring new behavior, skills, training,
supporting tools, process definitions, and
management information for decision
support. It was crucial for the people
taking new roles to be fully aware and
trained from day one in what their new
roles involved and how their success in
them would be judged.   

To help the client tackle all these chal-
lenges, the team implemented the
Intelligent Customer Function (ICF),
PwC’s thought leadership tailored to the
client (see sidebar on page 38). To
create the ICF, the PwC team took the
capability model that the client already
had in place and infused it with PwC’s
own proven best practice for effective
supplier management in a major out-
sourcing. This approach enabled the
development of a not only ground-
breaking but also customized framework
for best-practice operation of the client’s
retained organization. The transition to
the ICF was then supported by placing
PwC professionals in certain key execu-
tive roles for a defined period.  

While the ICF was specifically tailored to
the client’s needs, the framework also 
has wide applicability to other major 
outsourcings that require best-practice
management both of internal demand
and of the dynamic relationship with a
third party.   

By applying and embedding the ICF
model, PwC helped the client’s retained
IT organization hit the ground running
immediately after the cutover, with a clear

plan and a schedule in place for ongoing
training and orientation in new roles,
processes, and behaviors. Crucially, the
ICF’s maturity model supports ongoing
improvement in each attribute, underpin-
ning greater effectiveness, efficiency,
and benefits realization by the retained
organization over time. Also, senior buy-in
was optimized by ensuring that each
attribute within the ICF was the specific
responsibility of a member of the client’s
leadership team who had agreed to
champion that particular process. This

ownership helped to foster ongoing
behavioral change at all levels.  

Process reengineering  
Throughout the transformation of the
client’s retained IT organization, a central
objective was to ensure that the right
processes were defined and embedded—
a task that was crucial to the function’s
successful operation and to tracking and
realizing the benefits. The basis for
achieving the objective was a core
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A senior executive from the client 
said that a key success factor in the
outsourcing was to get the groundwork
right from the beginning. “I wasn’t
surprised at the project’s complexity
or difficulty—I knew there would be
bumps along the road,” he said.
“That’s why we made two very key
decisions before going into the out-
source. One was making provision 
to build a team of both internal 
subject matter experts and external
specialists to take us through the 
initial contract due diligence, contract
signing process, and service cutover.
The other big decision—which we
took because of the amount of change
that we were going to have to go
through, and the level of vacancies
that we had already accumulated
through a one-year period of 
uncertainty—was to bring in external
help to take us through the change
period, stabilize the transition, and
really set ourselves up for success.”  

PwC helped the client put both of
these decisions into effect, as well as
supported each critical step through-
out the process, from negotiation to
embedding new behaviors post-cutover.
The client explained: “We asked PwC
for expert help on outsourcing. We
asked for expert help on the commercial
and financial aspects. We asked for
expert help on building the processes.
We asked for expert help around 
the leave-behind organization and,
finally, the cultural change. And we
have seen demonstrable value in all
those areas.” 

Drawing on his experience of the 
outsourcing, the client added that 
he would advise any other business
entering such a process to focus on 
a short list of critical factors. “I think
the two key priorities are to write the
right contract—which is fundamentally
important—and to focus on the people.
The subsidiary ones beneath those
are to focus on building a relationship
with the outsource partner and on
maintaining good communication with
the business. Making sure that the
business understands what is happening
and what you are doing for their 
benefit is hugely important to the 
project’s success. Finally, you should
not be afraid to focus on getting the
details right.” 

Returning to the key issues of the
contract and the people, the client
concluded: “The contract is inevitably
open to interpretation, and you need
to get to a mutual understanding of
the detail—we saved ourselves a lot of
pain by doing that while the memory
of writing the contract was fresh in
everyone’s mind. And the people side
is really important. If we had lost the
hearts and minds of our people, we
might have succeeded with the out-
sourcing, but we would have failed 
to deliver what we needed to deliver
to the business. So we had lots of
communication going through the 
outsourcing period itself and after that.
Having meetings, sharing the new
vision, sharing the new processes—
everyone has been through this, and 
it has been very effective.” 

The client’s perspective 



attribute of the ICF called the Toolbox. 
A process map, the Toolbox drives the
governance model, the roles and
responsibilities (accountability matrix),
and the operational model for how the
retained organization engages with both
the outsource supplier and the business.  

These various components were combined
in the process pack, which defines how
the retained organization works and was

used to drive the induction and training
program. By applying the process pack,
and taking a collaborative approach
focused on conducting client workshops
and gaining senior management buy-in,
the joint team was able to meet a tight
time frame of six weeks for the process
transformation. After the new processes
went live, a PwC team of specialists
skilled in performance improvement and
human resources continued to work
closely with the client to roll out a 
comprehensive process and behavioral
change program that encompassed all
the retained IT staff plus people who
interface with them in the business. 
This program put 160 client personnel
through the induction and training sessions
based on the process pack. 

Delivering new processes rapidly and
effectively created major benefits for the
client in terms of business information.
In particular, senior executives were
delighted with the granular detail of the
new processes and related metrics and
said they wished they had enjoyed that
degree of control and insight before. 

Behavioral change 
New processes, however, will not work
without new behaviors. So, profound
and permanent changes in behavior,
mind-set, and working practices were
also required, both within the IT organi-
zation and among customers in the
business. To make change stick, the 91
people in the new retained organization
and their thousands of internal customers
needed to behave in a different way and
apply new skills to new processes. To
achieve those changes at all levels,
senior management needed to lead 
by example, voicing solid buy-in and
exhibiting the right behavior. 

Such sweeping change inevitably requires
managing behavioral and emotional
issues as well as organizational change
and new role definitions. So the joint
team’s implementation of the ICF capability
model for the retained IT organization
was only one part of the solution.
People in the function also needed to
adopt a new commercial mind-set and
to be shown, and energized about, what
to do on day one. Key to making this

change happen—and stick—was the
comprehensive process and behavioral
change induction and training program
highlighted above. The program focused
both on embedding new processes and
on behavior and skills, using techniques
that included the infusion of PwC skills
into the retained organization via the
placement of PwC people in key roles on
an interim basis, and coaching to help
leaders understand and lead change better. 

During this program, the PwC team’s
approach had to be evolving and adaptive.
For example, the pilot induction event
revealed that the client staff did not
believe that their leaders were aligned
around the new behaviors. So PwC asked
the client leadership to sign off on the
objectives before the next session, and,
even though only 10% of the technical
content was changed, the second session
was a resounding success. As a result
of the program, people in the retained IT
organization moved rapidly to the required
new behaviors after the cutover to the
contract, and the organization is now
continuing to evolve and improve under
internal control.  

Interim executives 
Alongside its advisory work, PwC also
helped to embed the new behaviors and
processes necessary for the outsourcing
to succeed by providing world-class
executive skills on an interim basis. The
fast pace of the negotiation and cutover
raised particular requirements and pres-
sures around the transition to the new
operating model, including a need for
the client to assign a number of its per-
manent IT staff to the outsource supplier
to manage the handover of ongoing
projects. At the same time, a number of
the client’s IT staff left the organization,
a common side effect of such a radical
change program. These factors created
some important gaps within the man-
agement structure of the retained IT
organization, including some in areas
critical to the transition. 

When the client asked for help in filling
these gaps, PwC responded by providing
an experienced team to fill a wide variety
of executive roles temporarily. Included
were senior roles in the testing assurance
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As well as all the elements, roles,
and responsibilities within a best-
practice retained organization, the
Intelligent Customer Function (ICF)
defines the destination that the
client’s IT organization is heading
toward and provides the road map
to get there. 

The ICF is based on six key attrib-
utes that the retained organization
requires:
1. Vision
2. Leadership and talent management
3. Process map (called the Toolbox)
4. Decision support
5. Commercial delivery
6. Governance and communications

The ICF model is a step up from the
traditional capability maturity model.
Each individual attribute has a maturity
model applied to it—categorizing it
as ad hoc, defined, managed, or
optimized and thereby defining the
attribute’s current position and the
future tasks needed to move it up
the maturity curve.  

A particular focus throughout the
transition and behavioral change
effort on this project was the Toolbox,
which defines the end-state
processes, tools, and management
framework. Both the ICF in general
and the Toolbox in particular draw
on the global-industry-standard 
ITIL (Information Technology
Infrastructure Library) framework,
which defines best practice in the
management and operation of an 
IT function. 

The Intelligent 
Customer Function 



function, vendor management, delivery
assurance, and delivery management.
All the interim managers were appointed
via an interview process conducted by
senior client executives. As well as filling
their day-to-day roles, the PwC profes-
sionals also were charged with helping to
find suitable permanent replacements,
either internally or externally, and
inducting them into their roles.  

Benefits delivered  
This operator is now on track to realize
major benefits from its AD&M outsourcing
agreement. After the post-cutover 
refinement and stabilization process, a
contract was put in place that is precisely
geared to the client’s business, mutually
understood with the supplier, and designed
to deliver demonstrable commercial 
benefits over its multiyear span. Negotiation,
cutover, transition, and embedding the
new model and vendor management
organization were achieved at high speed,
with maximum effectiveness and minimal
disruption. The transition strategy was
successfully designed and executed,
opening the way to financial and opera-
tional improvement. Early signs indicate
that the outsourcing contract and 
relationship will be durable and fruitful
for both sides. 
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Perspectives
An Interview with 

Jon Fredrik Baksaas, Telenor
Since taking over as 
president and CEO of
Telenor in 2002, Jon Fredrik
Baksaas has piloted this
former state-owned
Norwegian incumbent to 
a position where it is now
the world’s tenth largest
mobile operator, with more
than 70% of its revenues
coming from outside
Norway. Here, Mr. Baksaas
talks about the international
focus and strategy that
have driven Telenor’s
growth and the company’s
continuing ambitions.
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Communications Review: Could you
please explain how a former state-owned
incumbent in a small country like Norway
started the international expansion and
became such a large mobile operator?

Baksaas: It is not obvious that a monopolist
in a country with 4.6 million people would
manage to position itself as the tenth
largest mobile operator in the world. 

Early in the 1990s, Telenor had an
indomitable belief that mobile communi-
cations services would have not just a
national but also a substantial inter-
national market. Mobile communications
services were appealing to all strata of
the population—contrary to the common
belief that mobile communications were
only for the affluent, which had been the
situation at the end of the 1980s. However,
when mobile handsets appeared in
1993–94, they stimulated high market
growth. Mobile telephony became very
popular, not least thanks to subsidies
from the industry.

Telenor wanted to exploit the experience
of providing mobile communications
services in Norway. Although Norway was
an early adopter, the size of the Norwegian
market represented a clear limit to
Telenor’s growth potential. We therefore
participated in a number of consortia in
Europe and Asia to expand our business.

Fortunately, we avoided investing in UMTS
[universal mobile telecommunications
system] licenses at an early stage. The
UMTS hype in Europe at the end of the
1990s was led by trendsetting players
from the information technology and the
entertainment industries in the United
Kingdom, Germany, and France. 3G was
expected to be just as successful as GSM.
But Telenor, like some others, thought
that 3G would not really be able to make
a corresponding quantum leap, from a
growth point of view. Instead of investing
in UMTS, Telenor invested in GSM. 

Another factor in Telenor’s growth was
that at that time it suited our size to
enter countries that were in an earlier
phase of their economic development
and therefore had lower admission
prices than continental Europe had.
Countries with less developed fixed-line
infrastructures than Western Europe
have benefited even more from the
development of a new, efficient mobile
communications infrastructure. 

A good example is Hungary, the first
Eastern European country that turned 
its attention to Western Europe. We
invested in Hungary. We then entered
Russia in the middle of the 1990s and
Ukraine in 1997. We were warned
umpteen times about investing in
Ukraine. Mobile communications services
would, relatively speaking, become more
important in Ukraine than in the Nordic
region. Proof came in 2004 when the
expansion of mobile communications
services really took off. Our providing
mobile communications services co-
incided with the need for communication
in the country in connection with the
Orange Revolution.

An efficient communications infrastructure
in a country helps to increase the gross
national product; it also helps to ensure that
most people have access to information,
thus resulting in more parity in incomes.
Research has now been carried out on
such relationships. Although when we
started working in these countries we were
not in a position to define the relationships,
we had a hunch that they existed. 

We invested in two phases. We tried 
to participate in as many consortia as
possible. In 2001–2002, we tidied up a
bit in our portfolio through increasing or
selling our ownership positions. That
resulted in majority positions in 11 oper-
ations and the opportunity to exercise
industrial ownership. 

A business challenge that arose as a
consequence took us into the next
phase: How do we exploit synergies
from multiple operations that stretch
over several continents? Coming from
Norway—a country with 4.6 million
inhabitants—we are now present in 12
countries with 640 million inhabitants.
Our companies in those countries have
a market share of 30% or more. Our 
size enables us to exploit economies of
scale that the mobile communications
industry is known for. 

There are synergies, for example, between
Bangladesh and Serbia. We use Ericsson
for network components in both countries.
Procurement and our relationships with
suppliers are important. When we
entered Pakistan, we added a new
country to our activities and gained
access to completely new price levels
for such procurement. This resulted in

competitive terms from which all of our
operations benefit.

There are other types of synergies, for
example, market concepts. A successful
concept in one market can be implemented
in another market. That was the case
with the market concept dJuice [which
Telenor helped Kyivstar launch] in Ukraine
in autumn 2005. Kyivstar went from
being no. 2 in the country to becoming
the market leader. The dJuice concept
[of managing mobile communication
expenses and mobile network services
online] had already been introduced to
youth segments in several countries.
Ukraine was the fourth country, and
dJuice struck a chord. A year and a half
after its launch, the service had 3.5 million
customers. That was the fastest imple-
mentation of dJuice with the best
result—due not least to our experience
with the concept [in Norway, Sweden,
and Hungary].

Communications Review: In July of 2007,
Business Week ranked Telenor no. 5 of
the top 100 IT and telecommunications
companies. The reasons were primarily
investments in growth markets like Ukraine
and Pakistan. In addition, in August of 2007
the Dow Jones Sustainability Index ranked
Telenor no. 1 among mobile providers. 
Is there a correlation between these two
rankings, and if so, what is it?

Baksaas: It is not the first time we’ve
been on the ranking in Business Week.
We were on the list once before at the
end of the 1990s. The reason we are on
the list again probably is our growth in
2006, which was atypical in the industry. 

There is no obvious correlation between
the two rankings; however a certain 
connection nonetheless exists. Telenor has
been among the best mobile companies
on the Dow Jones Sustainability Index
(DJSI) for six years. A lot of work has
been done in areas that are linked with the
criteria the index gives weight to because
this makes our business model more
robust over time. It is this steadfastness
that our company culture benefits from
as we climb up to first place.

Being first place on the DJSI is primarily
about how our enterprise contributes to
social and economic development. This
applies in all markets but is especially
obvious in developing countries. Telenor is
currently building important infrastructure
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in 12 markets. For many people in out-of-
the-way regions, Telenor’s mobile network
represents their first opportunity to acquire
access to a telephone. Fixed networks,
which are far more demanding and
expensive to build than mobile networks,
would never have reached out to them.

Corporate responsibility is important for
all of the countries we operate in. We
hope that the ranking will generate more
attention around us as a company related
to new projects. Both partners and
authorities in countries facing social and
economic development challenges—
ideally—would seek long-term, robust
business partners, not short-term financial
ones. Our ambition is thus to consoli-
date a long-term industrial position by
helping to develop the markets in the way
we have done, are doing, and hope to be
in a position to do in the years ahead.

At the same time, we have to work hard
to maintain our top ranking in the DJSI.
When you top the index, there is a risk
of relaxing a bit too much. It is vital that
we continue to focus on the criteria in
the index to maintain our ranking.

Communications Review: What are 
the criteria for selecting countries and
investors?

Baksaas: We started with an open mind
because we were not automatically being
invited to join the collaborative GSM projects
at the beginning of our international
expansion. Our first breakthrough came
when we entered Ireland, alone, in 1996.
Telenor was awarded a license as the only
mobile operator, together with a local
partner. As a result, we became more
attractive. Receiving inquiries from players
with licenses or potential access to licenses
in other countries, we didn’t have to
travel around to obtain licenses. Although
we couldn’t pick and choose, our access
to new licenses improved considerably. 

When the Southeast Asian economies
collapsed in 1997–98, a number of
telecommunications companies withdrew.
Telenor, though, chose to invest in
Malaysia and Thailand at the end of the
1990s despite the economic recession,
and that sent an important signal to the
authorities in those countries. Our belief in
the importance of mobile communications

to the development of infrastructure 
in countries like Malaysia and Thailand
became a criterion for our entering 
those markets.

Communications Review: How do you
define Telenor’s corporate responsibilities,
and do you tailor them to the different
markets you are in?

Baksaas: Corporate responsibility is a
wide-ranging term. For us it is about
how our activities can make a positive
contribution to social and economic
development in our markets. Good 
communications are an important 
prerequisite for well-functioning trade
and industry, whether we are talking
about multinational companies or indi-
vidual family-based farming.

Good communications also provide
greater security for the users. Surveys
show that customers appreciate the
ability to get help quickly if an accident
occurs. Telenor’s communications 
solutions make it easier for friends and
family to communicate, and the users
gain access to a lot of information that 
is useful in their everyday lives.

Our corporate responsibility has had a
common focus, but naturally we tailor it to
local needs. One example is Bangladesh,
where the national infrastructure, national
coverage, robust networks, and long-term
investments are part of our corporate
responsibility. We offer Internet access via
EDGE technology through 500 information
centers, thereby creating a basis for
learning and access to competence. 

In countries with few physical libraries, we
provide students and pupils with access
to the world’s largest library: the Internet.
Using the Internet safely is key. In coop-
eration with Save the Children and 
the Norwegian National Authority for
Investigation and Prosecution of Economic
and Environmental Crime (Økokrim), we
have created a filter that hinders access
to Web sites that contain pornography.
Telenor has also cooperated with Save the
Children and the schools to raise pupils’
awareness of how to use the Internet.

Communications Review: How do you
manage the political and regulatory risk
you are increasingly exposed to?

Baksaas: Telenor works on the basis of
licenses. These types of activities are
easily subject to regulation. One example
is the downward adjustment of roaming
prices by the European Union. Stable
and predictable regulatory frameworks
are necessary because of the long-term
nature of our investments. It is vital that
we maintain a dialogue with the authorities.
Telenor maintains an active discussion/
exchange of opinions with the local 
regulator concerning coverage, low
prices, access, tax revenues, and the
imposition of duties.

Communications Review: What ambi-
tions do you have concerning further
international expansion?

Baksaas: Between two and three and 
a half billion people in the world lack
access to mobile communications 
services (in Africa, South America, and
Asia). We want to develop a new market
in Asia. As far as the African economy 
is concerned, Egypt became too expen-
sive but we are interested in business
opportunities in sub-Saharan Africa.
Several projects have been presented 
to us. However, the admission price is
very different in 2007 than it was ten
years ago. Telenor’s contribution in rela-
tion to national providers is industrial in
nature. The interaction between local
operations and globally coordinated
activities means that we can contribute
with competence in distribution and
sales, pricing strategies, frequencies,
and brand. We normally want to attain a
majority position, but we can accept
taking minority positions to start with.

Communications Review: How does 
a group experiencing such formidable
growth manage to maintain its focus on
governance and control?

Baksaas: Telenor has received 
excellent help from consultants from
PricewaterhouseCoopers. The Sarbanes-
Oxley project came at the right time 
for us—we got an improved internal
control system, a platform that resulted
in thoroughness, precision, and order in
the internal processes for the subsidiaries.
A company that is growing quickly benefits
from being challenged on the control-
related aspects of its growth.
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Our companies probably have realized
the value of being challenged despite a
lot of frustration regarding the benefit of
testing the controls. This process resulted
in Telenor’s achieving the tough compliance
milestone, which is characteristic of
Telenor. Once objectives are set and
understanding exists, there is a great
deal of motivation to deliver. Once the
motivation of continually improving
market shares and the margins is well
embedded, and the joy of beating the
competition is in place, such a company
culture is achieved. It is fascinating to see
that our subsidiaries have managed to
improve their positions over several quarters.

Jon Fredrik Baksaas is president and
CEO of Telenor. He joined Telenor in
1989 and has held his current position
since 2002. 

During his tenure with Telenor, 
Mr. Baksaas served as finance 
director, executive vice president, and
CEO of TBK A/S (a wholly-owned
Telenor subsidiary) before serving as
group CFO from November 1994
until 1997 when he was appointed
deputy CEO. 

Before joining Telenor, Mr. Baksaas
held finance-related positions in 
Aker AS, Stolt-Nielsen Seaway, 
and Det norske Veritas. He is also 
a board member of Svenska
Handelsbanken AB. Mr. Baksaas
holds a master of science in business
administration from the Norwegian
School of Economics and Business
Administration in Bergen and has
additional qualifications from IMD in
Lausanne, Switzerland.

For more information, visit the company’s
Web site at www.telenor.com.
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is the second in a series of global surveys
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converged services. The report provides
details on current use of mobile technologies
and demand for converged enterprise
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that the trends identified in the survey will
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