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ABSTRACT

TELKOM SA (PTY/) LIMITED: 

APPLYING A RESOURCE-BASED FRAMEWORK TO ASSIST TELKOM ATTAIN 

COMPETITIVE ADVANTAGE SUSTAINABILITY IN A FULLY COMPETITIVE 

MARKET

Telkom’s aim to remain the leading integrated communications group in South Africa, 

after its period of exclusivity ends in 2002/2003, is under siege.  Its present strategy of 

expanding and modernizing the fixed-line network, meeting its licence targets and 

improving efficiencies across the board, as well as focusing on new technology 

deployment is being challenged by increased competition through global deregulation, 

globalization and the rapid pace of technological change.   It now faces its biggest 

challenge of exploring new revenue-growth opportunities in the areas of data, Internet 

and mobile communications. 

This case addresses the issue of e-business and the application of a resource-based 

framework for assessing Telkom’s present capabilities, and how these capabilities could 

contribute to competitive advantage sustainability in a fully competitive market. 

KEYWORDS: 

Telecommunications, resource-based view, sustainable competitive advantage, 

capabilities, business strategy. 
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GLOSSARY OF TERMS 

ADSL:  Symmetric Digital Subscriber Line. 

ATM:   Asynchronous Transfer Mode. 

DECT:  Digital Enhanced Cordless Technology. 

DWDM:  Dense Wavelength Division Multiplexing. 

ESI-Tel:  Electricity Supply Industry Telecommunication. 

GMPCS:  Global Mobile Personal Communications by Satellite. 

ICASA:  Independent Communications Authority of South Africa. 

ICO:   International Communications Organisation 

IN:   Intelligent Network. 

IP:   Internet Protocol. 

ISDN:   Integrated Service Digital Network. 

ISP’s:   Internet Service Providers. 

ITSC:   Information Technology Services Centre 

NGN:   Next Generation Networks. 

NNOC:  National Network Operations Centre. 

POP:   Points of Presence. 

SAFE:   Southern Africa Far East. 

SAIX:   South African Internet Exchange. 

SAT-3:  Southern African Telecommunications Three. 

SDH:   Synchronous Digital Hierarchy. 

SEP:   Strategic Equity Partner. 

SNO:    Second Network Operator. 

SS7:    Signalling System 7. 

TDMA:  Time Division Multiplexing Analogue. 

VANS:  Value Added Network Services. 

V-SAT:  Very Small Aperture Terminal. 

WASC:  West African Sea Cable. 
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 1. INTRODUCTION

Telkom’s aim to remain the leading integrated communications group in South Africa, 

after its period of exclusivity ends in 2002/2003, is under siege.  Its present strategy of 

expanding and modernizing the fixed-line network, meeting its license targets and 

improving efficiencies across the board, as well as focusing on new technology 

deployment is being challenged by increased competition through global deregulation, 

globalization and the rapid pace of technological change.   It now faces its biggest 

challenge of exploring new revenue-growth opportunities in the areas of data, Internet 

and mobile communications. 

The question is how Telkom can ensure competitive advantage sustainability in a fully 

competitive environment in 2002/3.  The answer to this question would include 

addressing the issue of e-business and the application of an appropriate e-framework to 

develop strategies that would assist Telkom in its migration from a monopolistic player 

into a competitive environment.   

Competitive status of the telecommunications market 

FIXED LINE OPERATORS 1996 2003

Local Monopoly Duopoly 

National Monopoly Duopoly 

International Monopoly Duopoly 

Leased Lines Monopoly Duopoly 

Pay Phones Monopoly Duopoly 

Data Services Competition  Competition 

WIRELESS OPERATORS   

Cellular -  Duopoly Competition 

Satellite (GMPCS) No service Competition 

V-SAT Monopoly Duopoly 

Radio Paging Competition Competition 

Radio Trunking Competition Competition 

Mobile Data Duopoly Duopoly 

Table 1.1. 
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Against this background and the seemingly limited success of existing strategic models 

and frameworks to ensure competitive advantage sustainability, the notion of resource- 

based theory as an e-framework is outlined.   

This model provides a framework for assessing the current capabilities of Telkom in its 

present environment.  It does so by providing a description of the assets and resources 

within Telkom, and how these are combined to form the main sources of competitive 

advantage.  These “Complementary Resource Combinations” (April and Cradock, 2000) 

then serve as a basis for developing capabilities when applied in the marketplace.  The 

model furthermore, provides a framework for assessing the capabilities required by 

Telkom to sustain competitive advantage in a fully competitive market. 

This report asserts that a strategic e-framework could assist Telkom in assessing the 

required capabilities to have competitive advantage in a fully competitive environment.  

The case then explores how Telkom could attain the required capabilities by 2002/2003 

when a second fixed-line network operator becomes operational.  
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2. BACKGROUND 

In transforming the South African telecommunications landscape, Telkom was given the 

mandate of bringing quality services to millions more South Africans while building a 

world class network to enable South Africa to compete in the global economy.  This five-

year mandate was entrenched in the Telecommunications Act of 1996 and in the License 

granted to Telkom in May 1997.  Telkom was granted a period of exclusivity during 

which no competition was, and currently is allowed on fixed-line telephony. This 

exclusivity was accompanied by the obligation to double its network by adding 2.8 

million new lines in five years.  Telkom must also replace over one million old lines, 

digitize and modernize the network and raise service levels to international standards.  To 

date, Telkom SA has spent R 27bn for the period 1997 – 2000 on its digitization and 

modernization program.  

Capital Expenditure versus Line Rollout 

Figure 2.1 

Telkom’s exclusivity over services, including voice, expires in 2002/2003 when a second 

network operator is expected to be licensed. Competition for this second license is 

expected to come from one or a combination of Eskom, Transnet, MTN, Johnnic as well 

as international players such British Telkom, Deutsche Telekom, etc.  The implications of 

the introduction of competition will have far reaching consequences on Telkom's 
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profitability and revenue streams.  This report therefore attempts to develop a business 

strategy for Telkom, by applying a resource-based framework that creates a sustainable 

competitive advantage. 

In chapter three, we provide a brief overview of resource-based theory in terms of its 

emergence and roots.   We briefly explain concepts associated with the resource based 

theory (resources, capabilities, competitive advantage and sustainable competitive 

advantage, etc.), as well as criticisms of resource based theory. 

In chapter four, we provide an overview of the industry where our approach is based 

primarily on the e-strategy context of April and Cradock (2000) whereby companies take 

cognizance of the changing external environmental drivers in order to make informed 

decisions when developing relevant e-strategies.  We also briefly describe each of the 

industry drivers and how it relates to Telkom. 

In chapter five, we provide a description of capabilities from a resource-based theorist 

and interviewee perspective.  Each capability is described in terms of its present 

manifestation and characteristics as well as the envisaged future manifestation and 

characteristics in Telkom.  We conclude by considering whether each capability has met 

the resource-based view criteria for it to be considered a source of competitive advantage. 

In chapter six, we provide an overview of the research methodology employed and 

answer the questions as to why exploratory qualitative research, interviews and 

questionnaires were used.  We also address the issues of importance of research, 

instrumentation, direction and conclude with scope and limitations.   

In chapter seven we elaborate on the importance of our research and conclude our 

discussions with a summary of what this research has accomplished. 
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3. RESOURCE BASED THEORY

Resource-based theory (RBT) developed around the view that the source of competitive 

advantage is contained within a company, in assets that are unique and valuable 

(Wernerfelt, 1984; Dierickx and Cool, 1989; Hamal and Prahalad, 1990). It maintains 

that a company’s effective use of it’s resources to produce superior performance 

determines its competitive advantage (Grant, 1991).  

Resources are important in defining a company’s strategy because they determine not 

what a company wants to do, but rather what a company can do. Resources are 

considered to be any assets, tangible or intangible, skills and capabilities that a company 

might have. Tangible assets are usually those that appear on a company’s balance sheet. 

They are easiest to value and include property, equipment, material, etc. They are hardly 

ever a source of a competitive advantage on their own, with the possible exception of 

property location, because they can be bought by competitors and so lack the attributes 

necessary for sustainable competitive advantage (SCA). Intangible assets include brand, 

reputation, cultures, knowledge, etc., and play an important role in SCA.  

Capabilities are less easy to define and are the result of complex combinations of people, 

processes and assets that organisations use to transform inputs to outputs. Hayes, Pisano 

and Upton (1996) define capabilities as the combination of ability and competence. In 

essence, a capability is developed if a company is able to do something consistently well. 

Penrose (1959) also distinguished company resources from company capabilities. She 

refers to capabilities as the knowledge-related skills that integrate the resources. 

Capabilities are accumulated, rather than acquired and her distinction between resources 

and capabilities is therefore based on their degrees of tradability.  

The resource-based view of competitive advantage also addresses the fit between a 

company’s abilities and the available opportunity to exercise its abilities. Collis and 

Montgomery (1997) assert that resources cannot be evaluated in isolation because their 

value is only realised when they are applied in a market. A particular ability or set of 
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abilities may be a source of value to a company only if it has the opportunity to use it, 

and convert it into a capability. April and Cradock (2000) further define strategic 

architecture as a company’s capabilities when viewed from an external perspective.  

Empirical research found differences in the performance of companies within industries 

(Cubbin, 1988; Hansen and Wennerfelt, 1989), as well as between companies within 

specialised groups in the same industries (Cool and Schendel, 1988; Lewis and Thomas, 

1990). This resulted in renewed interest in company-specific resources. Barney (1986) 

further developed the notion of external factor markets, by noting a company can develop 

viable strategy by nurturing internal competencies and applying them to an appropriate 

external environment.  

Penrose (1959) draws a distinction between resources and services, based on the fact that 

resources can be defined independently of their use. Services, she describes, are merely a 

function that the resources can render. Resource-based theorists further distinguish 

between competitive advantage and sustained competitive advantage. Barney (1991:102) 

states that competitive advantage occurs ‘when a company is implementing a value- 

creating strategy not simultaneously being implemented by any current or potential 

competitors’. Sustained competitive advantage occurs when competing companies ‘are 

unable to duplicate the benefits of this strategy’. Barney continues this definition of SCA 

as an advantage that ‘continues after efforts to duplicate that advantage have ceased’. 

But how exactly must resources be applied in order to achieve above average returns?  To 

create sustainable competitive advantage it is necessary for these resources to possess 

certain characteristics. Chamberlain (1933) and Robinson (1933) propose that the 

superior profits enjoyed by some companies are the result of the uniqueness of the 

company’s assets or capabilities. Chamberlain (1933) in fact identified some of these to 

include technical know-how, reputation, brand awareness, and the ability of managers to 

work together.
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But what makes these resources unique? Collis and Montgomery (1997) have suggested a 

five test approach to determine whether resources will lead to sustainable 

competitiveness namely: (1) inimitability, (2) durability, (3) appropriability, (4)  

substitutability and (5) competitive superiority, while Grant (1991) argues that levels of 

durability, transparency, transferability and replicability are important determinants.  

Amit and Schoemaker (1993) suggest an even more rigorous list of criteria including 

complementarity, scarcity, low tradability, imitability, limited substitutability, 

appropriability and durability. 

Possibly the most important of these attributes is the inability of competitors to duplicate. 

This causal ambiguity (Reed and DeFillippi, 1990) or uncertain inimitability (Lippman 

and Rumelt, 1982) relates to a company’s inability to identify the reasons behind another 

company’s competitive advantage. The barrier to duplication may result from a lack of 

understanding of the relationships or processes, underlying the capability. Significant 

advantage can therefore be gained when these processes possess characteristics such as 

tacitness, or result from skill-based activities. Another important attribute required by any 

company to sustain its profitability is appropriability, or distribution of profits. 

Companies are more likely to appropriate profits from resources they develop themselves 

than from those purchased, as the larger portion of the profits are more likely to flow to 

the owners of the resources than the companies employing them. 

Earlier, resource-based theorists considered unrealistic and limited, the view that a 

company’s success was wholly determined by its external environment (Chamberlain, 

1933; Penrose, 1959). In their efforts to further develop the resource-based view, they 

have left the links to the external environment somewhat vague, a possible consequence 

of the fact that external analysis had been over-explored under the industrial organisation 

view of companies (Porter, 1980).  

Porter, on the other hand, criticises the resource-based view as being too introspective, 

and neglecting the surroundings. While we agree with the view that RBT is in fact an 
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inward-looking theory, it does so with reference to the external environment  (Collis and 

Montgomery, 1997) and as such does not neglect its surroundings entirely. The resource-

based view has a strong focus on performance as the key outcome variable, and this 

performance can be measured in traditional terms such as ROI, ROA, PE ratio, etc.  

While resources may meet many other criteria, they must also produce value or enable 

the creation of value. Barney (1991) claims that resources must result in a company 

improving efficiency and effectiveness by meeting the needs of customers. Value to 

customers is therefore an essential element of competitive advantage.  

For the purposes of this research, we have considered capabilities which we believe 

possess some of the above attributes necessary for sustainable competitive advantage in 

the telecommunications sector, and have evaluated each identified capability in terms of 

its value creation, barriers to duplication and appropriability (Fahy and Smithee, 1999). 

A Classification of a Company’s Resource Pool 

A COMPANYS RESOURCE BUNDLE 

Author Tangible Assets Intangible Assets Capabilities 

Wernerfelt (1989) Fixed Assets Blueprints Cultures 

Hall (1992)  Intangible Intangible Capabilities 

Hall (1993)  Assets Competencies 

Prahalad and Hamel  Core Competencies 

Itami (1987)   Invisible Assts 

Amit and Schoemaker (1993)   Intermediate Goods 

Selznick (1957); Hitt and 

Ireland (1985); Hofer and 

Schendel (1978) 

  Distinctive 

Competencies 

Irvin and Michaels (1989)   Core Skills 

April & Cradock (2000) Complimentary Resource Combinations Strategic architecture  

Table 3.1.
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4.  THE INDUSTRY ENVIRONMENT 

The e-strategy context of April and Cradock (2000) serves as a useful framework for 

looking at both the changing internal and external environments of a company. (see 

Figure 4.1.).  According to the authors, this context allows for a shift from external to an 

internal focus and understanding (taking cognizance of the external, environmental 

drivers).

In this report we will provide an overview of both the external industry environmental 

drivers (competitors and suppliers, globalization, deregulation, etc.) and the internal 

company capabilities (eight in total).   We concur with April and Cradock (2000) that the 

process of analyzing and understanding the external environment is still relevant for 

strategy formulation insofar as it enables informed decisions to be made.  

E-Strategy Context 

THE COMPANY

Capabilities

Resource
Combinations

Organisational
Structure and
Culture

Systems and IT

People

Business Processes

THE INDUSTRY
ENVIRONMENT

Competitors and
Suppliers

Globalisation

Deregulation

Alliances and
Customers

Technological and
Business Changes

E-BUSINESS
STRATEGY

Figure 4.1. 

The South African telecommunications market is strongly influenced by the 

Telecommunications Act of 1996, which provided Telkom with a 5-year period of 

exclusivity in exchange for rolling-out telephone services to under-serviced areas and 
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fulfilling its network digitization obligations.  Players in the local telecommunications 

market include the following: 

Players in the Broader Telecommunications Market. 

Sector Number of operators Dominant operators 

Fixed wire telephony 1 Telkom 

Cellular 2 MTN, Vodacom 

Paging 20 Message link, Paging Plus, 

Carfone 

VANS 25 AT&T, Global Network Services, 

EDS Africa 

Radio trunking 3 FleetCall, One-2-One, Q-trunk 

Satellite 4 Orbicom, Sentech, Telkom 

Public enterprises 2 Eskom, Transtel 

ISP’s 60 DIA, Internet Solutions, M-Web 

Wireless data 2 Swiftnet, WBS 

Table 4.1.

4.1. Competitors and Suppliers 

The South African telecommunications market has been segmented into various market 

segments: Fixed line network services, Cellular services, Data communications services, 

Satellite communication services, Paging services, Internet services and Radio trunking 

services.  The current revenue and expected revenue, in Rands, for each of the various 

market segments appears in the table below. 

Current and Expected Revenue for Market Segments 

R million 2000 2001 2002 2003 2004 2005

Fixed line market 27,535 32,618 37,919 41,738 44,537 47,444 

Cellular market 19,094 22,704 26,950 29,638 31,872 34,330 

Data services market 5,963 8,263 11,096 14,027 16,945 19,965 

Mobile satellite voice 56 59 69 86 91 98 
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services

Paging services 63 57 52 44 36 26 

Radio trunking and 

public mobile radio 

46 49 52 54 55 56 

Niche market services 80 100 120 130 150 170 

Total 48,034 57,148 67,111 74,032 79,484 85,240 

Table 4.2. 

Fixed Line Market 

In terms of the Telecommunications Act of 1996 Telkom has a five-year exclusivity in 

providing fixed line voice and data services in South Africa.  Telkom would be entitled to 

a sixth year if it exceeds 90% of its total line roll-out and 80% of its under-serviced line 

target, as obligated in its operating license.  Transtel (Railways and Harbours) and Eskom 

(Electricity) are two other major operators that are allowed to provide fixed line services 

to their respective companies only.  They are considered private fixed line operators and 

do not compete against Telkom in South Africa, but provide telecommunications services 

in Africa. 

Cellular Services Market 

The South African cellular services market is characterized by a duopoly of Vodacom 

and MTN. Vodacom is 50% owned by Telkom and contributed R2.1 billion to the 

Telkom Group revenue for the 1999/2000 financial year.  A third cellular license is in the 

process of being established but is not yet operational.  Both cellular operators started 

operating in 1994 and currently have some 6 million subscribers between them  

(Vodacom has 3.7 million subscribers and 57% of market share). 

MTN is an indirect competitor to Telkom and has a greater African presence than both 

Telkom and Vodacom, with operations in Uganda, Rawanda, Cameroon and Swaziland 

(and would soon be operative in Kenya and Nigeria).  It is envisaged that MTN would be 
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part of the consortium bidding for the second network operator, and utilizing Internet and 

wireless communications technologies. 

Data Services Market 

Telkom has the exclusive rights to provide facilities to value added network service 

providers (VANS) such as Dimension Data, EDS Africa, etc., and certain private 

telecommunications network operators (e.g., First National Bank, Reuters, etc.).  Telkom 

itself is licensed to provide VANS, and as such is in competition with approximately 160 

other licensed VANS operators, the main players being Trafix, FirstNet and GOVNET.  

According to the Telecommunications Act of 1996, existing VANS are not allowed to 

carry voice on their network, nor resell their bandwidth. 

Other competitors to Telkom in this market include Datatec, Debis IT, EDS, FirstNet, 

IBM/AT&T, Dimension Data, USKO.  For the most part, however, competition has been 

fraught with regulatory issues and uncertainties.  Most VAN providers have also 

attempted to move in the telecommunications domain, while Telkom in turn has signaled 

its intent to become a total solution provider. 

Internet Services Market 

By virtue of its 100% ownership of Intekom and its SAIX network, Telkom is active in 

the Internet services market.  Telkom features as a player in all layers of Internet access 

services in South Africa (backbone infrastructure, international bandwidth sourcing, 

network management, dial-up subscriber management, virtual ISP’s, etc.). 

Telkom’s competitors in this market includes UUNET, Internet Solutions, M-Web, 

Xsinet, etc. 
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Satellite Services Market 

The prime operators with capacity over South Africa are Intelsat, PanAmSat (3 satellites) 

and Eutelsat.  The regulatory position in South Africa prohibits operators other than 

Telkom, Sentech, Transtel and Orbicom to build earth stations.  In terms of the 

Telecommunications s Act of 1996, Telkom has the right to operate and manage GMPCS 

gateway stations to provide GMPCS gateway services in the country.  Satellite 

companies like Globalstar and ICO have been unable to provide their services in South 

Africa because there is no policy framework to enable ICASSA to issue licenses and 

regulate them. 

Paging Services Market 

The South African paging market has been characterized by mergers, e.g., Radiospoor 

merged with Autopage to form MessageLink.  Other players in the industry include 

Carfone and Paging Plus.  The South African paging services market has experienced 

shrinkage of 20% with the introduction of the cellular services. Telkom does not 

participate in the paging market. 

Radio Trunking 

As with the paging industry, the rapid growth of the cellular industry has also impacted 

the radio trunking market.  Telkom, through its subsidiary Q-trunk, participates in the 

radio trunking market.  Other equally large commercial operators include Fleet Call and 

One-2-One.  Q-trunk’s competitors have a specific focus on voice and data (FleetCall 

focuses on public services such as the Police and Municipalities). Telkom is currently 

seeking to sell Q-trunk and may therefore exit the market. 

4.2. Globalization 

Renier Botha




C

O

P
Y
R

I
G

H

T
 
U

C

T

RESEARCH REPORT: TELKOM SA (Pty) Limited  Page 14

An internal Telkom publication (1998), on South Africa’s transition to a fully 

competitive communications marketplace, discusses the rapidly expanding 

telecommunications global market as one of the leading growth sectors in the world 

economy, as well as it being one of the most important components of social, cultural and 

political activity.  On the demand side, growth is pulled by an increasing reliance on 

telecommunications and information technology in every area of human life, while on the 

supply side growth is pushed by rapid technological developments that continuously 

improve the efficiency of existing products and services.  The internal publication further 

contends that the effect of the forces driving supply and demand has been amplified by 

the worldwide trend to liberalize markets for telecommunications.  It is therefore 

envisaged that the new framework developed by the World Trade Organisation to govern 

trade and regulation in telecommunication services will further facilitate globalization of 

the telecommunications equipment- and services industries.  Globalization, it would 

seem, has come a long way from being referred to as an alliance between major operators 

and multinational enterprises.  Today, foreign operators have direct access, through path 

to public networks, in the world’s major telecommunication markets. 

One of the biggest challenges facing Africa, as it prepares to participate in the global 

marketplace, is the emerging digital divide between those who have access to digital 

information and those that do not.  This divide is particularly obvious in South Africa 

with its low tele-density (telephones per people) of 11.84%, low telephone penetration 

(telephones per household) of 33.32% and low tele-accessibility (payphones per people) 

of 3.58%.

According to David Weld (1997), of the Woodrow Wilson School of Public and 

International Affairs at Princeton University, several important global trends are 

accompanying the spread of IT. Firstly, governments are loosening their grip on 

telecommunication monopolies. Secondly, telecommunications reform in the developing 

world is seen as a means to access the global explosion in IT. Thirdly, heavier 

competition in developed markets has led to corporations in the developed world to 

search for new markets abroad, spreading both capital and technology. 
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4.3. Deregulation 

The liberalization of telecommunications has changed the role of government and the 

nature of telecommunication regulation.  In the past, most telecommunications 

administrations tended to formulate policy, administer policy and operate pursuant to the 

policy.  Today, however, the liberalization of telecommunications is accompanied by the 

separation of these roles and responsibilities where law-makers formulate policy, and 

regulators protect the public interest.  Where partial or full competition exists, principles 

derived from competition law are taking place alongside the more traditional public 

utility regulation.  This was further codified into a World Trade Organisation agreement 

where more than 60 signatories (90% of global revenues) committed to apply a set of 

regulatory principles including interconnection, transparency and anti-competitive 

safeguards.  South Africa agreed to have its market liberalized by March 2003.  

Presently, the South African telecommunications sector is being governed by the 

Telecommunications Act of 1996.   This Act affords Telkom a period of exclusivity in 

which to modernize, expand and improve service quality of its network.  It is expected 

that the amendments to the existing law would be introduced in the next sitting in 

Parliament, and passed by March 2000. 

4.4. Alliances and Customers 

In its quest to establish itself as an end-to-end network solutions provider, Telkom has 

aggressively entered into alliances with its major suppliers, i.e., Arthur Andersen, 3Com, 

Compaq, PQ Africa, Siemens and Unisys.  As a result Telkom’s service offering has 

become more solution- than products-driven. 

Telkom has also recently segmented its customers into four markets, with the goal of 

becoming the preferred supplier of world class communication solutions: 
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!"Business segment, comprising of national accounts, major accounts, government 

accounts, and  business customers 

!"Special markets, comprising of international and mobile interconnect, and VANS/ISP 

markets 

!"Consumer, comprising all residential customers 

!"Public, comprising all public telephony customers 

4.5. Technology and Business Changes 

Seaberg, Hawn, Dincerler, Eugster and Rao (1997) state that the recent boom in voice 

and data traffic, and the transition from a circuit- to a packet-switched 

telecommunications infrastructure, have intensified the battle between incumbents and 

new entrants.  New entrants, armed with new technologies and superior economics of IP 

networks, have already made considerable inroads into the data environment.  According 

to Seaberg et al (1997), the onus is on incumbents to respond and protect their sizable 

and lucrative “telephony space” and investments in telephone networks. Seaberg et al

(1997:1) further state that “existing proprietary telecommunications operators will retain 

much of its traffic and continue to generate solid returns for those incumbents that 

manage it well” .  They remain uncertain, however, as to who eventually will be able to 

capture a significant share of the new value that will be created. 

A summary of Telkom’s network achievement includes digital switching (99.9%), ISDN 

coverage (96%), SDH Transmission (70%), ATM POP’s (120 sites) and 3 teleports.   

Telkom is presently laying the foundation for its next generation networks, with the 

deployment of ADSL, DWDM, ATM, SS7 and IN.  
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5. ASSESSING PRESENT CAPABILITIES (KEY AND CORE) 

Using an exploratory research methodology (see further), we have identified what we 

believe to be a list of capabilities required by Telkom during the transition to, and in, a 

complete competitive environment. We define capabilities as unique combinations and 

applications of resources. We draw the further distinction between key and core 

capabilities where key capabilities are those that are required merely to be a player in a 

particular industry, while a core capability is one which provides a source of competitive 

advantage. The sustainability of such a competitive advantage is time dependent and we 

have opted for Barney’s (1991) definition of sustainability – that a competitive advantage 

is only sustainable once every effort by a competitor to duplicate it has been exhausted.  

The characteristics of any one capability may not be unique, nor are the capabilities 

mutually exclusive, because of the cross application of resources required to create a core 

capability. Therefore, while the list is not meant to be exhaustive, we hold the view that it 

is within these capabilities that the source of sustainable competitive advantage for 

Telkom can be found.  

In this section each capability is discussed in terms of a definition, its current 

characteristics, how academics and interviewees view it and what its future 

characteristics will be.  We then use the three criteria of Fahy and Smithee (1999) to 

evaluate whether each capability has the potential to be a source of future competitive 

advantage.

The following eight capabilities are discussed (in no particular order): 

!"Political acumen 

!"Customer care and service quality 

!"Innovation

!"Quality management and leadership 

!"Network and technology acumen 
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!"Organisational culture 

!"Strategic alliances 

!"Branding and reputation 
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5.1. Political Acumen 

Russo and Fouts (1997:5) define political acumen, or corporate political strategy, as “the 

ability of an organisation to influence public policies in ways that confer competitive 

advantage”.  In resource theory development, it is primarily viewed as an intangible asset 

that has received little attention to date.  Yet its importance, particularly within the 

telecommunications sector in South Africa where Government is the majority 

shareholder, should not be underestimated.  

Present and Future Characteristics of Political Acumen 

P o litica l A cum en

In  h o u se  fu n c tio n s :
L o b b y in g  o f p o litic ian s
E n g ag in g  reg u la to rs
L itig a tin g  p o licy  o u tco m e s

P h ilo so p h y :
P ro tec t ex c lu s iv ity S p ec ia l re la tio n sh ip  

w ith  G o v ern m en t

C o m p lian ce  o rien ta tio n

P o litica l A cum en

In  h o u se /O u ts id e  fu n c tio n s:
L o b b y in g  o f p o litic ian s
E n g ag in g  reg u la to rs
L itig a tin g  p o licy  o u tco m e s

P h ilo so p h y :
E n su re  b a la n ced , fa ir ,
o p e n  m ark e tp lace

C o m p le te  sep a ra tio n  
fro m  co m p an y  o p e ra tio n s

P rio rity  o f th re e  sp h ere  fo cu s:
N a tio n a l, P ro v in c ia l, L o ca l

P rio rity  o f th re e  sp h ere  fo cu s:
L o ca l P ro v in c ia l, N a tio n a l

P rev en tio n  o rien ta tio n

O b jec tiv e s :
M ax im ise  eco n o m ic  
p ro fita b ility

P R E S E N T F U T U R E

Figure 5.1. 

Within the South African context, Parliament and officials in the Executive Branch of 

Government constantly make policy decisions that impact peoples’ interest.  In many 

cases these impacts are very substantial, and business often finds that their ability to 

compete and make a profit literally depends on these governmental decisions. Because 

government policies have significant effects on the competitive environment of 

companies, more and more companies are expanding their efforts to affect public policy 

decisions.
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Increasingly, organizations and businesses are recognizing that, in a democracy, lobbying 

and advocacy could mean the difference between failure, survival and growth.  It is 

viewed that if a company does not utilize the opportunity to democratically express its 

position on important issues, opposing interest groups will have the advantage of shaping 

policy and legislation to their benefit and to the detriment of that company. 

When parties affected by governmental decisions do not communicate their interests and 

concerns to public officials, they face serious risks.  The officials’ frequently can not, or 

will not, know or learn enough on their own initiative to take each affected party’s 

interest into account in the decision-making process.  Competitors, on the other hand, are 

constantly lobbing to have decisions made in a manner that are most favorable to their 

own particular interests.  This often results in uninformed, unfair, wrong decisions that 

adversely impact, the interests of parties who are not actively involved in the process.  In 

contrast, when parties express and advocate their interests the decisions are more likely to 

be made on an informed, fair and more favorable basis. 

Russo and Fouts (1997:5) view political acumen as a strategic, valuable and inimitable 

resource that can be “used to neutralize, promote or otherwise manage external 

constituencies”.  According to the authors, companies would typically display either a 

compliance-orientation or prevention-orientation, strategy depending on the sector.  

Compliance-orientated companies tend to employ legislative, and political, lobbying 

aimed at slowing down the pace of telecommunication legislation.  These companies 

would develop capabilities that would allow it to focus on a political strategy for 

competitive advantage.  Prevention-orientation companies tend to develop skills that help 

them adopt external technologies to meet the demands of society.  These companies 

would develop capabilities that would allow it to focus on technical, and organizational, 

solutions for competitive advantage. 

Russo and Fouts (1997) also view the capabilities required as dependent upon whether it 

occurred in a high-growth, or low-growth industry.  In younger industries, political 

strategy stresses establishment of an institutional framework amenable to all players, and 
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focuses on the industry as a whole and not on capturing direct company-specific 

advantages vis-à-vis competitors. Low-growth industries are typically matured, proactive 

political action is exercised and the focus is on the securing of competitive advantage via 

political means.  Tactics include companies favouring telecommunication regulation 

whose costs fall disproportionately on their competitors. 

Maijoor and van Witteloostuijn (1996) in addressing an empirical test of resource-based 

theory in strategic regulation within the Dutch audit industry, argues that “strategic 

regulation is a major source of sustainable competitive advantage”.  They arrived at the 

conclusion that strategic regulation proved to be a key determinant in the history of the 

Dutch audit industry.  This subsequently stimulated demand for audit services and 

protected rent-producing resources. 

Baghai, Coley and White (1999:4) include “special relationships with government 

officials” as a class of resources that has the potential to gain competitive advantage.  In 

this regard, relationships with “governments can unlock opportunities that would 

otherwise be shutoff” (Baghai, Coley and White (1999:3).  The reliance on special 

relationships with government as a capability, however, is more complicated, given the 

sensitivity of having close ties with government officials.  Given these risks, however, it 

is possible to derive strategic benefits from relationships without compromising ethical 

values. According to Baghai, Coley and White (1999:4) “companies that sustain growth 

find ways to do just that”. 

Telkom presently uses three mechanisms to influence its non-market environment: (1) 

lobbying politicians, (2) engaging regulators, and (3) litigating policy outcomes.  These 

three activities are intimately linked (de Figueiredo and de Figueiredo, 1999). 

Government Relations (lobbying unit within Telkom), the newest of the corporate 

political activities, was established some three years ago after the recognition within the 

company of the strategic need to ensure that the interest of Telkom, its shareholders and 
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customers are properly represented in all interactions with local, provincial and national 

government.   

During its remaining period of exclusivity, the development of political acumen is 

specifically focused towards enabling the success of Telkom’s roll-out and modernization 

effects, educating policy makers on the merits of government’s exclusivity decisions, and 

defending the rights granted to Telkom in terms of the 1996 Telecommunications Act and 

Telkom’s license.  This capability also has as its objective the strategic positioning of 

Telkom for competition. 

The researchers view is that the period of exclusivity, which has contributed significantly 

to Telkom’s political acumen, has been characterized by a compliance-orientation rather 

than a preventative-orientation.  As a result, Telkom has developed capabilities that 

ensures the use of political strategy for competitive advantage (protect its exclusivity, 

etc.) rather than developing capabilities that would allow it to focus on technical, and 

organizational, solutions for competitive advantage. The enormous challenge, in our 

view, is the difficulty in Telkom migrating from being a preventative-company to being a 

compliance-company.  In this regard, it may need to draw heavily from its SBC partner.  

The researchers were surprised to discover that Telkom’s political acumen capabilities 

were both respected (internal interviewees) and disrespected (external interviewees) by 

those interviewed.

Internal interviewees, particularly those engaged in corporate political strategy functions, 

view Telkom’s political acumen as both “a tangible and intangible asset” (Nxasana, 

Appendix 5, Interviews 2000), the “capacity to influence regulatory and legislative 

change” (Celli, Appendix 5, Interviews 2000) and “special relationship between Telkom 

and Government” (Celli, Appendix 5, Interviews 2000).  It was interesting to note that 

those interviewed within Telkom, that had no direct contact with government did not 

consider political acumen as a capability.  A reason for this could be as a result of 
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managers viewing it as outside of their primary responsibilities (Post 1978), and specific 

to the service organisation tasked with that responsibility.

External interviewee’s did not directly list political acumen as a capability, but by 

inference viewed Telkom’s ability to influence policy makers as a destructive, and 

negative, capability.  The ability of Telkom to successfully defend its exclusivity in 

courts, and obtain government support in this regard, is viewed by Telkom’s competitors 

(VANS providers, call back operators, etc.) as a constraint to overall industry growth.

It is the views of the researchers that the future resources and capabilities required to 

ensure political acumen as a source of competitive advantage would become critical to 

the success of Telkom.  An unfavourable future regulatory regime (asymmetrical 

regulations, unbalanced interconnect costs) or unbundling, as opposed to facilities-based 

competition, could undermine all Telkom’s accomplishments with regard to its network 

expansion and modernization accomplishments.  

By 2002/2003, the government would have sold a majority of its shares in Telkom and 

this would change the status of its relationship with Telkom.  The second network 

operator would then have had been licensed and allowed to compete.   From the reviewed 

literature it can be assumed that the second network operator as well as other new market 

entrants, would have at its disposal global, corporate, political strategists that would have 

as their objective competitive advantage sustainability by way of political acumen.  The 

resources and capabilities that would then be required by Telkom include the following: 

!"Shift from exclusivity activities (defending in courts, educating on its merits, etc.) to 

supporting a balanced, fair and open marketplace.  

!"Shift from a compliance-orientation to a prevention-orientation, with a focus on 

capabilities that would allow Telkom to focus on technical and organizational 

solutions for competitive advantage. 

!"Shift from using internal lobbyist to only using outside lobbyists, as well as campaign 

contributions in a transparent manner. 
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!"Shift focus from national policy makers to that of policy makers at a local level 

(Wayleaves and economic impact assessments would become critical, including a 

local authority competency). 

!"Entirely separate Government Relations and Regulatory Relations from company 

operations.

!"Shift strategic focus to that of supporting marketing effects (new products and 

services) and maximize economic profitability for Telkom. 

!"Shift philosophy from being a defender of the exclusivity to directing its capability to 

product and service revenue streams. 

Telkom’s considerable success with its lobbying initiatives have contributed significantly 

to its corporate political management readiness (Moussetis, Abu-Rahma, Nakos and 

Kriemadis, 1999).  The challenge in 2003, however, would be to enable corporate 

management to navigate effectively through environmental shifts, and to provide an 

optimal political response capability that maximizes economic profitability.  According 

to Moussetis et el (1999), management may have to build instruments that would 

facilitate the political posturing of the company by suggesting what type of managerial 

political behavior and capability will be appropriate at different levels of environmental 

turbulence.

We concur with Russo and Fouts (1997:5) that “savvy executives have firmly grasped the 

worth of political strategy as a strategic resource”.  Given the extreme political 

sensitivities in South Africa around the privatization of state assets, wide economic 

disparities, low telephone penetration to the previously disadvantaged and globalization, 

political acumen as a capability has the potential to be a source of competitive advantage.  

In fact, the recent debacle around the awarding of the third cellular license has 

highlighted the need for political acumen in the light of Telkom’s envisaged Initial Public 

Offering (IPO). 

Lens on Political Acumen 
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Political Acumen Rating

Value creation from a customers perspective Low 

Barriers to duplication High 

Appropriability High 

Table 5.1. 

With regard to value creation, the researchers view Telkom’s political acumen as a 

capability that does not directly lead to improved efficiencies, and effectiveness, for the 

customer. (Barney 1991).    

With regard to barriers to duplication, we consider political acumen to be uncertain 

imitability (Lippman and Rumelt 1982), since Telkom’s competitors (VAN Providers, 

ISP’s, etc.) are uncertain about the actions and results of Telkom’s political acumen.  The 

source of this ambiguity can be accredited to tacitness and complexity (Reed and 

DeFillippi 1990) since political acumen is a specific skill-based activity (Polanyi, 1967) 

and has a social relationship (Barney 1991) component.  As an interaction-based 

capability it is also more difficult to duplicate. 

With regard to appropriability, we view the government as the primary beneficiary of 

political acumen (Collis and Montgomery 1995).  Appropriability is high since the value 

derived from Telkom, through its political acumen initiatives (protecting its exclusivity), 

has resulted in increased profits (Kay 1993).
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5.2 Customer Care and Service Quality

Service quality comprises two performance criteria. Firstly, it refers to the quantitative 

performance specification indicated by system performance parameters, such as mean-

time-to-repair, mean-time-to-install, serviceability etc., and secondly, it is the subjective 

rating of customers’ experiences of the services using qualifiers such as fair, poor, or 

unsatisfactory. Customer care, on the other hand, is the total approach to providing fluid 

co-ordination between sales, customer service, marketing, support and other customer 

interfacing functions.

Present and Future Characteristics of Customer Care and Service Quality 
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Figure 5.2. 

Vasudevan, Smith and Tannira (1995) claim that a service company is known to maintain 

its competitive advantage by creating new products (service options) and providing them 

with competitive quality. Vasudevan et al (1995) further suggest that a service company 

can influence one or many resources in its resource bundle to gain competitive advantage, 

and direct its focus of knowledge-based system technology accordingly. They use the 

example of a large software company that has an enormous advantage over its 

competitors because of its size and experience. It is therefore able to provide reliable and 
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credible service to its clients. Hence, while comparable to others on other parameters, it 

may use knowledge-based system technology to capture all related experience of theirs in 

the past and use it to provide a credible and reliable service strategy. Vasudevan et al 

(1995) further shows how existing gaps in service delivery can be used to potentially 

identify opportunities for the effective use of knowledge based systems to achieve 

sustained competitive advantage. 

Deregulation and technology advancements are leading to increased competitive 

pressures. These are forcing telecommunication companies to invest in customer care 

systems aimed at streamlining customer interactions and building customer relationships 

to increase customer life time value. This trend is likely to open up opportunities and new 

challenges for customer care professionals, system integrators, and vendors of software 

and call centre technology. 

Ten of Telkom’s sixteen government dictated targets are service-orientated. Their 

performance during the 1999/2000 year of evaluation has been significantly better from 

the previous year, despite adverse influences such as labour strikes etc. 

All external interviewees believe that the company is technically excellent, but consider 

customer interaction as perhaps the area where Telkom is the least competitive. This lack 

of service covers all areas of sales: presales which is marketing, sales, and after sales 

which is customer care. Naidoo (Appendix 5, Interviews 2000), in fact, argues that 

because Telkom never needed to be competitive, they were never customer service-

orientated. He believes that the service delivery area will be critical to Telkom’s future 

survival.

Telkom has recognised the need to deliver a world class service, and has captured the 

essence of this drive in their code of practice for Consumer Affairs. The document details 

the process for managing customer complaints and reflects the company’s commitment to 

its customers.  Improvements in service quality are expected to be realised through the 

opening of a new Network Operating Centre (NNOC), the implementation of an end-to-
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end customer delivery initiative known as iCare-Flowthru, and higher line-revenue 

generation through digital, network-based product development.  

A strategic tool in customer relationship management is data warehousing and data 

mining. It will be necessary to successfully integrate customer care operations with 

accurate and detailed historical customer data. It not only provides real-time customer 

information for swift troubleshooting, but it also enables Telkom to identify additional 

opportunities (e.g. marketing of new products, etc.) for growing revenues. 

While it appears that Telkom is aware of what they need to do, there is still the challenge 

of either actually doing it or communicating it effectively with all stakeholders.  Nel 

(Appendix 5, Interviews 2000) argues that the company (Telkom) has failed to empower 

employees who are directly interfacing with customers, in order for them to take 

decisions which impact on customer service levels. 

In an effort to meet customer requirements, however, Telkom aims to begin migrating 

towards a Next Generation Network that will support one connection, capable of 

handling voice, data and video - making the virtual office a reality. Through this 

connection, customers will have access to high bandwidth and optimum availability, 

while being able to manage their communication devices, whether fax, phone, modem or 

data lines, through just one phone number. Eight interviewees have highlighted this need 

for one integrated service. Service delivery and a customer-orientated culture are going to 

be critical to Telkom in the future, and the challenge will be creating a customer 

experience that is difficult to duplicate. 

Responses from Telkom staff include interchangeable use of customer care and service 

quality. This indicates a possible lack of explicit focus in both these areas resulting in 

Telkom’s failure to achieve any recognisable impact here. 

Raven Naidoo (Appendix 5, Interviews 2000), former CEO of World Online, has insights 

into Telkom’s operations from many perspectives, namely high-end residential user, 
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partner and corporate client.  He claims that the company is not transparent enough for 

him to know whether there is actually a conscious effort to ensure that the way in which 

they apply their resources are, and remain rare, and inimitable. He contests that ‘they 

(Telkom) enjoy competitive advantage because of exclusivity and any advantage enjoyed 

in the future will be as a result of customer inertia’. 

One of the threats identified from a technological perspective is the fact that new 

consumers could go directly to mobile- or fixed wireless technologies, because the 

demand for basic telephony exceeds the rate at which fixed lines can be installed. 

Newcomers can side step the issue of billing by introducing prepaid mobile phones, as 

MTN and Vodacom have done. While it may remain uneconomical to provide fixed line 

quality over mobile networks, many operators will be able to offer good enough quality, 

particular to consumers unused to fixed line standards.                

There does not appear to have been a conscious effort by Telkom to focus on maintaining 

inimitability and rarity with regard to the customer experience. With the demand for a 

single integrated service provider the challenge is not only to grow their customer base 

before the period of exclusivity ends, but also to grow their revenue per customer. It is 

said that there is no such thing as a loyal customer, but once an atmosphere of trust and 

business rapport is built up, it paves the way for cross-selling of additional products and 

services.

But relationship building is a big challenge for telco customer care departments in 

general. Traditionally the goal of customer service was to save on call centre costs – to 

resolve the problem quickly and move on to the next customer. However, building 

customer relationships requires a very different customer care philosophy.  The entire 

organisation needs to develop a service culture. 

Lens on Customer Care and Service Quality 

Customer Care and Service Quality Rating
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Value creation High 

Barriers to duplication High 

Appropriability High 

Table 5.2.

Customer care and service quality integrate the perception management has of branding 

with the performance management of a world class network. This is pivotal to customer 

value creation, and probably one of the most important sources of sustainable competitive 

advantage for Telkom in the future. Barriers to duplication are raised through creating an 

inimitable customer experience, aimed at increasing customer lifetime value.  
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5.3. Innovation

Valery (1999) refers to innovation as the new theology and industrial religion of the late 

20th century.  Yet, despite the rhetoric, it is unclear as to what precisely constitutes 

innovation, and how it can be measured.  Rather than accept the explanation of 

innovation being a better product or process, Valery (1999) also believes that innovation 

could just as easily be the substitution of a cheaper material in an existing product, or a 

better way of marketing, distributing or supporting a product or service. 

Morris (1998:39), Visiting Professor of Entrepreneurship at UCT, defines innovation as 

“the seeking of creative, unusual or novel solutions to problems and needs”.  These 

solutions take the form of new technologies and processes, as well as new products and 

services.  New products/services are defined as new to the world, new to the market, new 

to the company, additions to product service, product improvement, etc. Morris 

(1998:30).  New processes improvements leads to customer value creations, productivity 

enhancement and /or cost reduction.  

Present and Future Characteristics of Innovation 

In n o v a tio n
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P ro a c tiv e  n e tw o rk
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p ro c e s s
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S p e e d y  d e v e lo p m e n t , la u n c h in g
 a n d  o b so le s c e n c e  o f p ro d u c t &  s e rv ic e s

T ra in in g  &
D e v e lo p m e n t
(V irtu a l c a m p u s )

M a n a g e r ia l  a n d
m a n a g e m e n t p ro c e s s

P a y m e n t p ro c e s s
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P R E S E N T F U T U R E

Figure 5.3. 
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Currently, innovation within Telkom is intrinsically linked to the fulfilling of Telkom’s 

license obligations.  Examples of process innovations include the prepaid facility 

(payment process), Black Economic Empowerment program (procurement process), 

virtual campus training (training and development process) and NNOC (proactive 

network management process).  Examples of products/service innovations include the 

launching of new products and services within the various market segments. 

The introduction of prepaid telephone facilities\capabilities on a fixed line network 

greatly enhanced Telkom’s payment process. This enabled customers from previously 

disadvantaged areas, and rural communities, access to affordable telephone services.  

This process of payment “changed the rules of the game” Tidd, Bessant and Pavitt 

(1997:6) for fixed network operators, and afforded Telkom a distinctive competitive 

advantage.

Telkom’s Black Economic Empowerment (BEE) programme has raised the standard of 

efficiency and transparency in procurement processes.  According to Tidd, et el (1997), 

process innovation plays a strategic role and is a powerful source of competitor 

advantage.  This process provides for innovative ways of widening participation in the 

tender process, including the removal of obstacles in the way of previously disadvantaged 

suppliers wanting to do business with Telkom, the dissemination of tender information as 

widely as possible and the development of a black supplier database.  Of the R 9,5 billion 

spent on capital expenditure in 1999/2000 some R3 billion was spent on economic 

empowerment (Telkom’s Annual Repot 1999/2000). 

The establishment of Telkom’s own virtual campus revolutionized the training and 

development process in Telkom.  This training process allows for Telkom employees, 

anywhere in the country, to access the largest virtual campus in Africa, and brings multi-

media training to the desktops of employees.  The virtual campus currently has more than 

500 multi-media offerings, ranging from networking to programming languages and 

database management.  According to Tidd, et al (1997:318) investment in training and 
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development is not only important for developing innovation capability, but for “building 

an innovative organisation”.

Telkom’s proactive network management process has been greatly enhanced by the 

establishment of Telkom’s NNOC and ITSG.  This unique innovation plays an integral 

role in the company’s drive to provide bandwidth and services to the business 

community, as well as bandwidth-hungry residential customers.  The NNOC enables 

Telkom to manage its entire network from a single central point.  This enables trouble 

shooting of network incidents, making proactive preventive maintenance a reality and 

managing traffic flows to provide seamless and robust services across the country.  

Examples of service innovation in Telkom include the launching of new products within 

the various market segments.  Within business & special markets, Telkom has recently 

launched the following products: packaging, video surveillance, enhanced video 

conferencing, storage area networks, cell relay, LAN & interconnect, etc.   Within the 

consumer market, Telkom has launched the following products: personalized ringing, 

ring back when free, packages, tele-voting, information services, fast Internet access, etc.  

Both ranges of products and services are supported by a new pricing plan that includes 

service level agreements and term discounts. 

Organisations that are able to mobilize knowledge, technological skills and experiences 

to create new products, processes and services are able to use innovation as a source of 

competitive advantage (Kay 1993).   Tidd, Bessant and Pavitt (1997) view the capability 

of being able to make something no-one else can (product innovation) or to do so in ways 

which are better than anyone else (process innovation) are powerful sources of 

competitor advantage.  Examples in this regard include manufacturing innovation 

(Japanese), technological process innovation (Citibank), IT-led production network        

(Benetton) and innovation at reducing airport turnaround time (South West Airlines). 

While Morris (1998) differentiates between types of innovation (discontinuous, 

dynamically continuos, continuous and imitation) and sources of innovation (process 
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needs, industry changes, knowledge-based concepts, etc.), Tidd, et al (1997) differentiate 

between types of innovation (novelty, competence-shifting, complexity, robust design 

and continuos incremental innovation) and how each adds to strategic advantage. 

Morris (1998) further believes that entrepreneurial companies may produce products that 

are standard, but would come up with highly innovative process innovations that are a 

major source of competitive advantage (i.e., they result in lower costs, faster delivery, 

improved quality or better customer service).  Examples in this regard include innovative 

production techniques, distribution approaches, selling methods, purchasing programs or 

administrative systems. 

Internal interviewees described innovation in Telkom as “a requirement and key success 

factor for competitive advantage” (Nxasana, Appendix 5, Interviews 2000), “the ability to 

translate technology into products and services with speed quality and service 

excellence” (Pieterse, Appendix 5, Interviews 2000), and by providing “continuous 

renewal”. (Manie, Appendix 5, Interviews 2000). 

The researchers were surprised to discover that, by and large, external interviewees did 

not mention innovation as a capability in Telkom.  This we could only assume was as a 

consequence of Telkom’s exclusivity and of the perception that only real competition 

engenders true innovation. 

It is envisaged that in the fast-changing and high-uncertainty environment of 

telecommunication’s, innovation would be key to the survival of incumbents.  In fact, the 

ability of Telkom to renew its products and processes on a continuing basis will be the 

essence of its economic survival.  In keeping with international trends, it is most likely 

that innovation will originate from newcomers and those outside of the industry.  Tidd, et

al (1997) who holds that innovation would become the accepted norm in fast-changing 

environments, also support this view.   
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The development of innovation as a capability is also influenced by how it is perceived 

by top management.  Telkom management, in particular, therefore need to recognize 

innovation as a management, and key business, process, and not a single event.   

According to Tidd et al (1997) management have the ability to influence the process and 

manipulate to affect the outcome.  

Our view is that Telkom’s innovation accomplishments have primarily been with regard 

to meeting, and exceeding, its roll-out and service quality targets.  In order to be 

innovative in a competitive environment, it may have to move from being a process-

innovative company to that of being a product- and service-innovative company.   

Its greatest challenge with regard to innovation, however, is the capability of integrating 

innovation into its company culture.  Finally, according to Morris (1998) innovation is 

key to corporate entrepreneurship while sustainable competitive advantage lies in speed, 

adaptability, aggressiveness, flexibility and innovativeness.  In addition, the researchers 

would like to assert that the risks associated with not innovating far outweighs the risks 

associated with innovating. 

Lens on Innovation 

Innovation Rating

Value creation High 

Barriers to duplication High 

Appropriability High 

Table 5.3. 

We consider Telkom’s innovation capabilities as an enormous source of value.  The 

benefits derived from Telkom’s innovative products and processes has resulted in direct 

improved efficiency and effectiveness to customers. 

In the researchers view, Telkom’s innovation capability serves as a barrier to duplication 

since some of its processes (proactive network management, virtual campus, etc.) may 
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not be imitated by a competitor due to the sizable investment required and subsequent 

perceived return on investment (Collis and Montegomery, 1995). 

With regard to appropriability, customers primarily appropriate the value derived from 

innovation.  Telkom has succeeded in turning the value derived from innovation into a 

source of revenue (increase in the number of VANS being managed as a result of the 

NNOC, reduction of churn as a result of pre-payments, etc.). 
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5.4. Management and Leadership 

Williams (1992) describes the managerial role as specifically one of converting resources 

into something of value to customers. This involves identifying, developing and 

protecting the company’s resources, while effectively deploying them in the marketplace. 

Developing a match between a company’s resources and the success factors in the 

industry is a demanding task, and the success of the match is a function of the accuracy of 

managerial expectations about the value of the strategy. The complexity of the overall 

management role is such that top management in itself is a potential source of SCA. 

Present and Future Characteristics of Management and Leadership 

M a n ag e m en t a n d
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 c o m m u n ic a tio n
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P R E S E N T F U T U R E

C ro s s -c u ltu ra l   in te rn a l  
a n d  g lo b a l c o m m u n ic a tio n

H ie ra rc h ic a l a n d
 A u to c ra tic

Figure 5.4. 

It would then appear as if any capability which a company has can only be exploited if 

those charged with managing the company have the ability to sufficiently leverage its 

resources. More specifically, they have the task of identifying, developing and deploying 

key resources to maximise returns. Bardien (Appendix, Interviews 2000) contests that, as 

a company goes into the future, one of the biggest leverages is knowledge. It is 

management’s application of this knowledge that turns hard assets and finances into 

profits.
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Barney (1986) describes the concept of a strategic factor market, which is essentially a 

market where resources necessary to implement strategy are acquired. He argues that if 

this market is perfectly competitive then the cost of acquiring strategic resources will 

approximately equal the economic value of those resources once they are used to 

implement product market strategies. An important consideration by Barney (1986) is the 

fact that strategic factor markets are likely to be imperfect because managers have 

different expectations about the future value of a strategy, reflecting the uncertainty of the 

competitive environments facing them. 

In addressing the question as to the source of this difference, Hamal and Prahalad (1994) 

consider the various actions taken by management when facing changes in the industry. 

They raise the question of why certain companies deliver better than market returns, 

while faced with the same industry and environmental factors as their less profitable 

counterparts. They explain that the failure to grasp the opportunities of the future is less 

likely the result of the uncertainty thereof, but rather the fact that management seems to 

be imprisoned by their limited view of the present. 

This highlights the moderating effect of management decision with regard to strategy 

implementation, and as such supports the view that management and leadership are 

themselves a source of a sustainable competitive advantage. 

It is the ability of management for converting the organisation’s assets that makes a good 

organisation. Thus, not all resources may be of equal importance in terms of achieving 

SCA, but rather it is management that plays a critical role in the deployment and 

exploitation of these resources for maximising returns. 

Penrose (1959) describes a company as a collection of productive resources, whose use 

and disposal is determined over time by an administrative decision. Professor Emslie, in 

his lecture series on Tax Law at UCT in October 2000, considers the notion of the legal 

liability of a company, and limits this with executors of administrative decision.  In the 

legal sense, a company is considered to have acted according to the actions of the people 
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in effective control of the company. Therefore, we conclude that it is reasonable to 

assume that it is people who make decisions on behalf on the company that make the 

company what it is.  

Hamel and Prahalad (1990) hold the view that, in the 1990’s, top executives would be 

judged by their ability to identify, cultivate and exploit core competencies that make 

growth possible. Senior management should therefore spend a significant amount of time 

developing the strategic architecture (April and Cradock, 2000) that establishes 

objectives for corporate-wide competence building. 

Telkom has already made significant progress in increasing its management capability to 

the level of its global peers. In recognising the need for expertise in certain areas of 

management, Telkom has entered in a Strategic Equity Partner (SEP) agreement whereby 

75 executives from Telkom Malaysia and Southwest Bell Corporation were deployed 

within Telkom. The objectives of the SEP agreement were financial (injection of R5.7b), 

and access to world class technologies, management and leadership. While the SEP has 

operational control of the company, an important facet of the agreement was the 

successful skills transfer to South Africans through the Deputy- and Individual 

Development programmes. 

Forbes (Appendix 5, Interviews 2000) believes that good leadership is a key intangible 

asset that Telkom needs in the future. While the skilled labour is an important factor, it is 

the management thereof that will determine whether Telkom’s transition into a 

competitive market will be successful. He specifically mentions the management and 

leadership skills, as well as mentoring, in his discussion on the capabilities required by 

Telkom. 

Naidoo (Appendix 5, Interviews 2000) claims that one of Telkom’s strengths is 

unfortunately also one of it weaknesses. Most people in management or decision-making 

positions have come from a technical background. He therefore believes that, although 

the company cannot be faulted technically, there is a decided lack of business acumen. 
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Nel (Appendix 5, Interviews 2000) proposes a resource model for Telkom which 

comprises three pools of people. At the highest level is a pool of multi-skilled people 

with both technical know-how and business acumen. A second specialist level focuses on 

specific issues within the organisation and a third pool marries the other two together. All 

this boils down to managing the knowledge within the company and an interesting point 

which he raises is that the knowledge management capability resides at all levels in the 

organisation and not only at higher levels. 

Jeneke (Appendix 5, Interviews 2000), an employee of Telkom believes that Telkom has 

a competent management team but identifies the lack of effective communication 

throughout the organisation as a concern that could see the organisation being pulled in 

different directions. 

To underline the importance of effective communication as an attribute of leaders we, 

consider past winners of the International Association of Business Communicators Excel 

Award. These are usually CEO’s or persons in senior and executive management 

positions. Lawrence Weinbach, President and Chief Executive Officer of Unisys 

Corporation, re-energized company productivity and financial success by implementing 

more effective employee communications. Rick George, President of Suncor Energy, 

Inc., attributed communication and public relations efforts to the company's remarkable 

business turnaround. Sir David Rowland, Chairman of Lloyd's, led the company out of 

financial crisis with a combination of planning and open communication. Their ability to 

communicate effectively have focussed entire companies on meeting organisational 

goals.

Similarly, Telkom management needs to demonstrate exceptional leadership, 

management and communication skills. Given the deregulation of the 

telecommunications industry as well as globalisation, effective communication is 

required internally and externally - local, national, and international - and at multi-

cultural levels. A commitment must be made to a communication strategy that 
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demonstrates the necessity of creativity and innovation, and which contributes to the 

business success of the organization. Leaders must participate in communication rather 

than simply direct communication and must reflect commitment to the highest ethical and 

professional standards. 

Lens on Management and Leadership 

Management and Leadership Rating

Value creation High 

Barriers to duplication Medium 

Appropriability High 

Table 5.4. 

Value creation through management and leadership results from strategic choices which 

management makes in terms of resource identification, development and protection. The 

benefits are thus derived through the allocation and deployment of these resources in the 

marketplace and doing this effectively can result in high value to customers. 

While it could be argued that people, charged with leading and managing, can be 

recruited into companies hoping to gain sustainable competitive advantage, their ability 

to perform in different environments is untested and as such cannot be guaranteed. Yet, 

superior management performance is influenced by management’s inherent ability to 

exploit the environment to gain competitive sustainability. 

Management has a dual role to play in terms of turning value-add into profits. Part of 

their obligations is to maximise profits, while at the same time extracting some of that 

value for customers. Therefore, the impact of management and leadership to affect the 

returns enjoyed by a company is high in terms of its ability to be a source of sustainable 

competitive advantage. 
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5.5. Network and Technology Acumen 

A world class telecommunications network could be described as being digital, reliable, 

transparent, pervasive, bandwidth rich, cost effective, scaleable, robust, responsive, 

manageable and intelligent. 

Present and future characteristics of Network/Technology 
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Figure 5.5. 

Telkom currently manages one of the most advanced networks in Africa and comparable 

to the best in the world, and directly participates in the fixed line, data services, mobile 

satellite, paging and radio trunking markets.  

Locally, as part of its license obligations, Telkom has invested some R30 billion of the 

envisaged R50 billion over the past three years on an aggressive network-build and 

modernization program.  

Internationally, Telkom has recently completed the laying of the SAT-3, WASC and 

SAFE an optical fibre underwater cable nearly 30 000 km long 80 gigabyte link linking 

Africa to Europe and Asia.  The project, which cost US$630 million, brought together 

some of the world’s most influential telecommunications players in a joint effort to link 
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more people to each other.  SAFE will link South Africa to Reunion, Mauritius, India and 

Malaysia.  SAT-3/WASC will link South Africa with Angola, Gabon, Cameroon, 

Nigeria, Benin, Ghana, Cote d’Ivoire, Senegal and Portugal. 

Telkom’s recently completed National Network Operations Centre (NNOC) enables 

Telkom to manage its entire network from the single point.  This enables for the trouble 

shooting of network incidents, making proactive, preventative maintenance a reality and 

managing traffic flows to provide seamless and robust services across the country. 

Supported by the Information Technology Services Centre (ITSC), Telkom is now able to 

be proactive in localizing and isolating technical problems like cable breaks and 

exchange malfunctions, which can be rectified with far greater efficiency and cost 

effectiveness.  “The NNOC and ITSC are integral in our uncompromising commitment to 

achieving and maintaining service excellence by investing in both new technologies and 

our greatest resource, our people,” says Ken Raley, Chief Technical Officer at Telkom. 

Furthermore, Telkom is also presently piloting new systems and technologies such as 

DSL, DWDM and ATM, and is currently in the processes of migrating to NGN.   

Over the last three years, in particular, Telkom has acquired both the resources and 

capabilities to plan, deploy and maintain a world class network.  It has also used its 

period of exclusivity to establish relationships, market presence and brand awareness 

with its customer base. 

Resource-based theorists Smith et al (1996) hold the view that telecommunications 

infrastructure or information technology in, and of, itself is not considered a strategic 

resource as it is neither scarce nor difficult to imitate.    When technology interacts with 

other resources, however, it has the potential to contribute to sustainable advantage.

Choi (1997) uses a resource-based view to measure the profitability of information 

technology, and treats information technology as a resource that has multi-dimensional 
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and interdependent characteristics.  According to Choi (1997), one characteristic refers to 

how IT applications interact with tangible and intangible organizational resources to 

perform an economic activity (IT resource complementarity).  A second characteristic 

refers to the degree of difficulty for competitors to imitate the IT resources (IT resource 

immobility).  Choi (1997) then combines the two characteristics to produce a 

classification of IT investment strategy (parity, niched, temporary and sustained 

competitive advantage) that can be used to better define and manage IT resources.  

Competitive advantage is obtained as a result of better defining and managing of the IT 

resources.  Other benefits of his model include insights into how companies should invest 

to create sustained competitive advantage.  

Other references to planning, deploying and maintaining a sophisticated network as a 

potential source of competitive advantage includes technical know-how (Chamberlin 

1933), in-house knowledge of technology as a resource (Wernerfelt 1984), copper 

telephone and coaxial cable wires (Collis and Montgomery 1997). 

Interviewees (internal and external) viewed Telkom’s network infrastructure as its 

greatest resource, and the management of Telkom’s network as a core capability. 

Internal interviewees, by and large, used the term “resource” and “capability” 

synonymously when describing Telkom’s network infrastructure.  While some viewed 

the local loop as a core capability (Celli, Nxasana, Cain, Appendix 5 Interviews 2000), 

others viewed Telkom’s capability to introduce the latest technologies (NNOC, billing 

platforms, ATM, NGN, packet switching, etc.) as a source of competitive advantage. 

External interviewees tend to negate Telkom’s excellence in this area, and use Telkom’s 

lack of competition as a basis for their argument (Mulla, Appendix 5 Interviews 2000). 

By 2002/3, Telkom would have lost its exclusivity as far as the provision of network 

services are concerned, and will have to compete with either a second network operator, 

or other licensed operators.  Its network investment would change from being primarily 
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driven by meeting license obligations, to that of customer demand for a broadening array 

of services.   While most of its network acumen efforts were directed toward national 

expansion and modernization, it may have to shift its focus to proving seamless cross-

border connectivity.  It is therefore expected that the network resources and capabilities, 

for Telkom to sustain its competitive advantage, would be fundamentally different. 

International trends suggests that new entrants will adopt the following approaches with 

regard to obtaining an advantage with its network: 

!"Fill the space left by Telkom with regards to unmanaged bandwidth and wholesale 

packaging (services to carriers and ISP’s). 

!"Develop partnerships with alternate access network providers (cable TV companies, 

mobile phone companies, etc.) in an attempt to benefit from increased traffic 

volumes, generated by data applications. 

!"Expand internationally in the form of new ventures, in different national markets. 

!"Take advantage of cheap bandwidth from other bandwidth providers and package it to 

deliver high bandwidth value-added services, both in their market and internationally. 

!"Terminate international traffic for carriers that lack national networks by taking 

advantage of their ability to obtain domestic interconnect rates to offer cheaper 

termination. 

Some of the other challenges that Telkom may have to overcome include the following: 

!"Coping with a high-bandwidth environment, driven by data and IP given its circuit- 

switched voice legacy networks it is envisaged that competition will be in the form of 

applications-driven network of bandwidth barons. 

!"Transitioning to the new world of seamless cross-border connectivity, given its past 

geographic focus on its national markets. 

!"Matching the aggressiveness of the new wave of carriers in a rapidly changing 

industry, given its protectionist legacy culture. 
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!"Maximising the use of their local loop, as new entrant carriers will build competing 

infrastructures, to obtain cost-based, unbundled, local loops, as a result of regulatory 

initiatives.

Based on our research, it is the view of the researchers, that Telkom is well poised to 

sustain a competitive advantage through its network acumen capability. Telkom’s 

network infrastructure (copper in the ground, optic-fibre undersea cables, NNOC) is 

considered inimitable, and it supports capabilities that would sustain competitive 

advantage.  Its biggest threat, in terms of translating this capability into superior financial 

return, would be the impact of the new regulatory regime. They could insist on network 

sharing with competitors at discounted rates, as well as price caps on its rates  

Lens on Network Acumen 

Network Acumen Rating

Value creation High 

Barriers to duplication Medium 

Appropriability High 

Table 5.5. 

It is the view of the researchers that Telkom’s network capabilities create sources of 

value for Telkom customers.  The benefits derived from Telkom’s network capabilities 

have resulted in massive expansion (1.7 million new lines) , modernization (1 million 

digital lines) and service quality efficiencies and effectiveness over a three-year period. 

With regard to barriers to duplication, Telkom’s network capability is highly inimitable 

given the high costs for competitors to duplicate this capability (Collis and Montegomery 

1995).  Network acumen “uncertain imitability” is caused by the complexity of 

technologies, routines and depth of knowledge. 
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In the view of the researchers, the value derived from network acumen is appropriated 

primarily by customers.  Telkom has also succeeded in turning the value derived from 

innovation into a source of revenue (some 1.7 million lines in three years, etc.). 
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5.6. Organisational culture

Schein (1991:9) defined culture as a “pattern of basic assumptions - invented, discovered, 

or developed by a given group as it learns to cope with its problems of external 

adaptation and internal integration - that has worked well enough to be considered valid 

and therefore, to be taught to new members as the correct way to perceive, think, feel in 

relation to those problems”. Marvin Bower, past Managing Director of Mc Kinsey and 

Company, simply defines it as “the way we do things around here” (Schein, 1981).  

Present and future characteristics of Organisational culture 
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Figure 5.6. 

Deal and Kennedy (1982) argue that the single greatest influence in shaping corporate 

culture is the business environment. Every organisation faces a different reality in the 

marketplace depending on its products, competitors, customers, technologies, 

government influences and so on. They have further broken done culture into values, 

which are the basic concepts and beliefs, heroes, the people who personify the culture’s 

values and serve as role models to others, rites and rituals, the systematic day-to-day 

routines and cultural network, the primary means of communication within the 

organisation.
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Barney (1986) believes that companies that have sustained superior financial 

performance are usually characterised by a set of core values which define the way 

business is conducted. He explicitly recognises the importance of corporate culture as an 

intangible asset. The culture of such businesses are further defined by three attributes, 

namely, (1) value, (2) scarcity and (3) imperfect imitability. Although companies that 

attempt to change their cultures may develop other valuable attributes, they will not enjoy 

sustained superior performance. 

Proponents of resource-based theory contend that the dynamic nature of the business 

environment has rendered structured approaches, such as Porter’s strategic framework, 

obsolete. Rather, it has become necessary to develop a framework that, by its very nature, 

is flexible. Stalk, Evans and Shulman (1992) have observed that competition has become 

a ‘war of movement’ where success depends on a companies ability to anticipate change, 

and the interaction between the company and its changing environment. According to 

them, it is the broader skills that transform company’s key business processes into 

strategic capabilities. 

The resource-based view also suggests that a company itself is a knowledge-bearing 

entity and that the competence is stored in the heads of its employees, as well as in the 

control and information systems of the company. Since the learning ability is a function 

of time, it extracts it’s scarcity from its path dependency (Vasudevan, Smith, Tannira, 

1995).

It is therefore necessary to consider Telkom’s corporate culture in terms of its historical 

heritage. The past three years has seen the introduction of 75 SEP executives, accelerated 

employment equity action programs as well as retrenchments. This has had a significant 

effect on the organisations culture. It is interesting to note that the CEO Review, a bi-

annual document, reports an improved employee productivity ratio due to the 

restructuring, but this is largely a result of retrenchments and outsourcing rather than an 

individual productivity improvement.  
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Once again, the issue of Telkom’s exclusivity is raised by interviewees who argue that it 

has been a key determinant of the organisation’s corporate culture. Nel (Appendix 5, 

Interviews 2000) specifically claims that Telkom is facing internal conflict because some 

employees “want to go out and be competitive, but can’t”. He contends that there is a  

lack of common direction which guides their day-to-day behaviour. Nel continues by 

claiming there are really only about ten, key people inside the organisation who are 

“calling the shots”. The lack of empowerment within Telkom has led to low morale and a 

lack of employee loyalty. This has a direct impact on Telkom’s ability to retain key skills, 

as employees tend to act in their own best interest rather than in the interest of the 

company.  

Naidoo (Appendix 5, Interviews 2000) considers corporate culture to be an intangible 

asset and substantiates this view with his belief that the people embody the technology, 

rather than the other way round. He believes that Telkom could survive with a change in 

technology, but that changing the people might be difficult.  

Telkom employees recognise that Telkom has in the past applied people with valuable 

skills in the wrong environment, an example of which is the case of an engineer who was 

placed in a stores environment. The deployment of the employee here resulted in endless 

frustration for the individual, impacting directly on his motivation and productivity 

levels. As the period of exclusivity runs out, Naidoo believes that Telkom should focus 

on retaining the key skills while at the same time applying them where they can be of  

most benefit to the company and the employee.  

 Nonaka and Takeuchi (1995:169) propose an organisational design that provides a 

structural base for organisational knowledge creation.  The central requirement is for it to 

provide a “knowledge-creating company with the ability to acquire, create, exploit and 

accumulate new knowledge continuously as a cyclical process”. The knowledge-creating 

organisation is made up of three layers. A middle layer, comprising the normal routine 

business processes, a top knowledge-creating layer generated through project 

management, and a third bottom layer where organisational knowledge, generated in the 
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other two layers, are “recategorised and recontextualised”. While technology taps the 

explicit knowledge generated in the first two layers, it is the corporate vision and 

organisational culture that provide the knowledge base to tap tacit knowledge. 

A critical skill necessary to complement Telkom’s technical capability is a learning 

capability. This is critical because, while it may be easy to acquire technology, it is much 

harder to acquire the experience of how to apply that technology in a particular market. 

The learning curve is an important facet of the market that Telkom cannot underestimate. 

While the possibility to be usurped is somewhat dependent on technology, it is more 

likely going to be influenced by sales and marketing. A key capability required by 

Telkom is one of a service culture. The impact of organisational culture on this is simply 

that if the culture is “this is who we are, take it or leave it” then the ability for any new 

entrant to take market share is high. Service delivery and a customer-focused culture are 

going to be critical. It would be extremely difficult for a competitor to duplicate this. 

Technology can be bought, and in some ways, so can people, but once the required 

customer experience has been achieved it will be difficult to duplicate. 

Lens on Organisational Culture 

Organisational Culture Rating

Value creation High 

Barriers to duplication High 

Appropriability High 

Table 5.6. 

The service delivery aspect is an integral part of corporate culture and, as such, has a high 

influence on the customer value proposition. Corporate culture is also developed over 

time, and therefore a source of competitive advantage built on it is more likely to be 

sustainable. This time dependency also raises the barriers to duplication. The ability of a 

culture to be directed toward value conversion gives it its high rating in terms of 

appropriability.



C

O

P
Y
R

I
G

H

T
 
U

C

T

RESEARCH REPORT: TELKOM SA (Pty) Limited  Page 52

5.7.  Strategic alliances 

Alliances within the telecommunications sector refer to existing relationships with 

companies that can provide expertise and resources that will enable a company to either 

become an active player in a specific telecommunications field, or to improve its 

product/service offering.  Strategic alliances may take the form of marketing, global 

partnerships, joint ventures, cross investment, and/or mergers and acquisitions.  

Present and future characteristics of Strategic alliances 
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Figure 5.7. 

Telkom’s most significant accomplishment, with regard to forming strategic alliances, 

was the strategic equity partnership agreement with Telekom Malaysia and US-based 

SBC communications in 1997.  The strategic equity partnership saw Telkom receive 

some R4.4 bn for its network and modernization program and 75 senior managers 

resulting in Telkom ceding operational control.  To date, the investment of capital, 

management expertise and acquisition of new technologies is the single largest foreign 

direct investment in South Africa. 

In an attempt to reposition itself from a telephone and infrastructure vendor to an end-to-

end business solutions provider, Telkom recently embarked upon an aggressive 
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formulation of strategic alliances with local and global suppliers.  Alliances was therefore 

concluded with Unisys, 3Com, Arthur Andersen and Siemens, with the view of 

competing against other voice solution and value-added network providers.  It is hoped 

that Telkom’s shift from a product-focus to a market-focus would enable it to match the 

customer trend of sourcing products from one supplier, rather than purchasing technology 

on a product-by-product basis. 

BMIT (2000) describes Telkom’s exclusive strategic partnerships with other players in 

the communications technology as a contributory factor to Telkom’s progress in raising 

its networks and customer service efficiencies, technology prowess and management 

capability to the level of other global telcos.  As a result, Telkom’s service offering has 

become more solution-driven, and Telkom now offers end-to-end networking solutions. 

Other strategic alliances include joints ventures with Vodacom (50% shareholding), 

Globalstar (42.5% shareholding) and Vodacom World Online (40% shareholding), 

Subsidiaries (Q-trunk, Swiftnet, Telesafe, Mnanti Foods, Intekom, Telkom Directory 

Services), participating interest in Intelsat (1.16%), Inmarsat (0.3%) and Rascom (3.5%), 

as well as unlisted shares in I-CO Global Communications,   

Telkom has also entered into alliances with the major universities in South Africa as part 

of its Centres of Excellence program.  The primary objective of these university alliances 

is the development of national expertise for the national information structure and the 

capability to develop software tools and intelligent network platforms.  Through the 

Centres of Excellence, Telkom aims to achieve systematic and co-ordinated research and 

development programs which are in step with the development of the National System 

Innovation and the promotion of science and technology in telecommunications.   

Autio, Yli-renko and Sapienza (1997) identified the role that alliances plays in the 

international growth of technology-based companies.  In their hypothesis, designed to 

predict the intensity of alliances in the international growth of new technology-based 

companies, they were able to predict the intensity of alliances in the growth of a 
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company.  Their model draws primarily from RBV to predict the international growth of 

companies and the role that alliance formulation plays in this regard.  They also the 

formulation of alliances as necessary to access external complementary assets, while 

highlighting the fact that growth can only be obtained through the innovative 

combination of technology resources with external complementary assets.  

According to Autio et al. (1997), the rate of alliances is dependent upon the following 

factors:

!"the experience and skill of the company management 

!"the size of the top management 

!"the greater the degree of inimitability 

!"the non-substitutability of the core technology resource 

Collis (1991) views the company’s current stock of resources and the speed at which it 

can acquire or accumulate new ones as a constraint on the company’s choice of strategy.     

Segal-Horn (1997) views a company’s organizational capability, to integrate the old with 

the new and have them work together to produce an enhanced capability as a key factor 

in determining the difference in performance between two companies.  Therefore, with 

any form of strategic alliances, cognizance must be taken of the fact that, often, new 

resources and capabilities cannot be accumulated instantaneously.  

Internal interviewees recognized Telkom’s ability to form alliances and described the 

strategic equity partnership as a resource (Celli; Nxasana Appendix 5 Interviews 2000).  

Celli (Appendix 5 Interviews 2000) described Telkom’s strategic alliances with its 

content providers as a required future capability, while Nxasana (Appendix 5 Interviews 

2000) views the ability to form quick collaboration with partners, based on the enterprise 

modeling system, as a key and core future capability required by Telkom.   

It is envisaged that the capability of forming strategic alliances will become an important 

aspect of competitive advantage sustainability.  According to Barbour (1997), the 
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strategic alliance stage is characterized by the formation of strategic alliances between 

local businesses, who know the local business environment, and foreign businesses, with 

technical and management expertise.  This would be followed by the competitive entry 

stage, which is characterized by the execution and performance of contracts between the 

partners in the new competitor company. These contracts relate to the operation, the 

application to the telecommunications regulatory authority for the requisite concessions, 

and authorizations to provide telecommunications services. 

According to Jamison (1998), the forces that are driving global alliances in 

telecommunications include customer needs, market expansion and positioning for future 

markets.  With customer needs, local, national and global customers drive globalization 

of telecommunications because of their local infrastructure and global networking needs.  

Market expansion refers to companies that use alliances to facilitate foreign market 

penetration or to expand market share.  Positioning for future markets refer to the 

response of telecommunications companies to the convergence, by partnering with 

content players, media companies and computer companies. 

Monlouis (1998) questions the generally accepted reasons for telecommunications 

alliances, namely, that heirs of the former national PTT want to conquer foreign 

marketplaces. This is done in an attempt to negate foreseeable losses of market share in 

their domestic market, and to follow the natural trend of telecommunications operators to 

back their customers in their international development.  Monlouis (1998) further 

considers the mutual interaction between the telecommunications industry and the other 

economic sectors as a key determinant on the alliance strategy, as it could determine the 

success or failure of strategic alliances.  Therefore, before desperately seeking for allies, 

operators must analyze the political and economic context of their activity with a long-

term view.   

Future trends in the formations of a strategic alliance include the following: 
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!"Increased frequency in the combining of telecommunications companies with other 

companies. 

!"Drive by the operator’s customers, companies, and governments to provide local 

infrastructure and multinational services.  

!"Increased rivalry as a result of competitive pressure between companies to penetrate 

foreign markets, exploit production economies, increase control, and decrease 

competitive pressure.  

!"Various stages of corporatization, privatization, and liberalization that many 

traditional telecommunications companies, find themselves in seeking to develop 

their futures by combining with other companies.  

!"New entrants, including start-up telecommunications companies and companies from 

nearby industries, are doing the same. These companies may combine with other new 

entrants, or with traditional telecommunications companies. 

Telkom would have to develop the ability to be more responsive, enter into multiple 

alliances and focus on global competitiveness. 

Lens on Strategic Alliances 

Strategic Alliances Rating

Value creation High 

Barriers to duplication Medium 

Appropriability Medium 

Table 5.7. 

It is the view of the researchers that Telkom’s capability to form strategic alliances 

creates an enormous sources of value for the customer (one-stop shop, etc.).  The overall 

benefits derived from Telkom’s alliances include end-to-end networking management, 

improved efficiency and effectiveness to the customer. 
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With regard to barriers to duplication, Telkom’s strategic alliance capability cannot be 

easily duplicated by competitors.  Competitive advantage, in this regard, has been 

accrued from Telkom’s exclusivity and incumbent status (global partners would prefer 

entering into alliances with incumbents).  

The value derived from strategic alliances is primarily the acquisition of new customers, 

as well as the introduction of new products and services to existing customers.  In the 

view of the researchers, Telkom has also been successful at turning value-add into profits 

(especially with the large corporations in South Africa that required end-to-end 

networking management). 
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5.8. Branding and Reputation

In a presentation by Accénture (formally Andersen Consulting) at the University of Cape 

Town’s Graduate School of Business in September 2000, they defined a brand as the 

shorthand expression of the sum total of the consumer’s experience with a product or 

service. Branding has, since early times, been associated with the proclamation of 

ownership and strong brands, created over time, represent a relationship between the 

company and the consumer. This relationship is strengthened by consistently meeting the 

consumer’s expectations and delivering a unique customer experience. In the last twenty 

or so years, the valuation of branding has become an issue for debate as companies either 

seek to include them in financial statements or as a means to effectively quantify the 

return on investment from them.  

Present and future characteristics of Branding and Reputation 
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Figure 5.8. 

Resource-based theorists all recognise the importance of branding and reputation as a 

source of competitive advantage although some differ in their views as to whether it is a 

resource or a capability. Grant (1991) lists ‘reputation’ as a resource.  The logic applied 

refers to when ‘reputation’ is used to sell or introduce new products. However, the more 

common view is that ‘reputation’ is not a resource in itself, but rather becomes a 
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capability as a result of the proper use and application of other resources. It is the 

effective management of resources that gives rise to the capability of ‘reputation’. 

A brand is something potentially quite fluid over time. The highest valued brand in the 

world, Coca-Cola, was originally marketed partially on the (supposed) health benefits of 

the beverage. While the product itself has undergone a slight change, the most significant 

change has been one of customer perception. One could therefore consider branding to be 

simply the common perception of a named commercial product or service. 

Collis and Montgomery (1997) consider the three criteria which makes a resource 

valuable to a customer, and since branding and reputation are very much perception-

based it is useful to apply these criteria to determine their value. 

!" Demand - The first determinant of value is demand. A resource must fulfil the 

customer’s needs at a price the customer is willing to pay. 

!" Scarcity - A second attribute of the resource is scarcity. This follows the basic 

economic principle of supply and demand, where a shortage of supply leads to an 

increase in price. 

!" Appropriability - The third attribute is appropriability or accrual of profits. 

Companies are more likely to appropriate profits from resources they develop 

themselves than from those purchased as the larger portion of the profits are more 

likely to flow to the owners of the resources than the companies employing them. 

What makes Telkom brand valuable? The monopoly enjoyed by Telkom is arguably one 

of the biggest contributory factors of the strength of Telkom’s brand. Telkom is currently 

the only choice to customers, investors, suppliers and employees and it stands to benefit 

from its favourable reputation despite competition. Support for this brand has been 

developed over a number of years, resulting in a resource that may be difficult to imitate 

because of its path dependency (Dierickx and Cool, 1989). New entrants in the market 
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will need to have a strong brand just to be a player, or they will need to form an alliance 

with an already recognised brand. While Bardien (Appendix 5, Interviews 2000) argues 

that (Eskom’s) ESI-tel could provide strong competition for Telkom in the local bulk data 

transmission arena, it is the belief of the researchers that they will be at a distinct 

disadvantage by introducing an unrecognised brand in the telecommunications industry. 

As the third most-recognised brand in SA (Botha, 2000), and the second most-recognised 

local brand (Botha, 2000), ESI-tel may have done well to retain the close association with 

the Eskom brand  

The last three years has seen the Telkom brand perform relatively well. Othman, Celli, 

Nxasana, van Diemen  (Appendix 5, Interviews 2000) and others have all identified the 

Telkom brand as an intangible asset, and a potential source of competitive advantage. As 

a corporate user and business partner, Forbes (Appendix 5, Interviews 2000) of Kwetlisa, 

believes that in the past people have been over-critical of Telkom. He goes on to say that 

Telkom has made a paradigm shift from the way they conducted business in the past, and 

believes that Telkom have re-branded and created a good professional image about 

themselves. 

A recent survey by Markinor (Botha, 2000) investigated the spontaneous brand 

awareness of products, companies or services, and the most admired companies or brands 

in South Africa. While Coke topped the list, far ahead of the rest, Telkom and Eskom 

were placed second and third respectively on both the best-known and most-admired 

lists. It is widely believed by most interviewees of the Markinor survey, that the high 

visibility of the Telkom brand will be an advantage over any new incoming operator. 

It is interesting to note, however, that Telkom has lost ground amongst rural South 

Africans, having scored 36 % compared to 40% last year (Botha, 2000). This might be 

indicative of the failure to meet roll-out targets for the year ending 1999.  A contributory 

factor here could be customer churn (disconnection’s as a result of non-payment) and the 

introduction of predictive modeling will assist in better retaining customers. 
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It is clear, however, that both Telkom and Eskom are making a difference in the lives of 

previously disadvantaged people. Telkom was mentioned as the most-admired company 

by 44% of black respondents compared to 15% of whites, Indians and coloureds, while 

the comparative figures for Eskom were 40% and 9% (Botha, 2000). 

The government has indicated that both Transtel and Eskom will either separately, or 

jointly, be involved in the telecommunications market, following the ending of Telkom’s 

exclusivity period in 2002/3.  The nature of this involvement, though, will only be known 

once the government issues its policy directions. A key advantage of Transtel and Eskom 

is their right of way (servitude) and the fact that they have a certain degree of technical 

telecommunications experience. Both brands are well known in South Africa and if they 

were to form alliances with a highly visible and respected international 

telecommunication companies it would pose a real threat to Telkom.  

Telkom currently enjoys exclusivity in the areas of local, and long distance, 

telecommunications services. However, the industry comprises five other distinct 

services, namely: 

!" mobile service 

!" Internet access 

!" provision of equipment 

!" functional service (BMIT, 2000). 

Telkom has already developed its mobile capability with a 50% ownership of  Vodacom, 

but has been slow to react in the other segments of the market. Internet telephony and 

voice-over IP will have a major impact on the industry.  Nel (Appendix 5, Interviews 

2000) specifically highlights the fact that the Internet is something that they (Telkom) 

missed although they are now trying to catch up  

It is envisaged that the recognition of the strength of the Telkom brand will have a 

significant effect on their IPO, and it is hoped that their listing will further strengthen the 
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brand. The fact that the government has decided to list is an indication of the confidence 

it has in the progress they have made since the initial 30% stake was sold to SEP. The 

brand itself can create shareholder value by contributing to the company’s standing 

relative to new competitors. This will act as a barrier to, and impede, competition. The 

advantage that Telkom now has is the fact that it allows Telkom to direct funds toward 

product quality rather than trying to build the brand. This can be extended through 

innovative merchandising, marketing and advertising programs. Eskom has embarked 

upon a product/service branding strategy by providing services to industrial, business, 

domestic and agricultural sectors under the brands of Industrelek, Electroserve, 

Electrowise and Agrilek. However due to the rapid pace of changing technology, it is 

likely that a corporate branding strategy may be more applicable – which has been 

Telkom’s approach. Branding individual products and services has the disadvantage of 

forcing companies to launch new brands every time a service or product changes as a 

result of new technologies. 

It is not hard to see that the Telkom brand is already a source of competitive advantage 

and perhaps the attention needs to be focused on ensuring its sustainability and enhancing 

its value. Although simply preventing it degrading may be enough to sustain the 

advantage, it is better to make continuous improvements which can be measured in 

absolute terms as well as against the efforts of industry newcomers. BMI (2000) 

concludes that Telkom’s intended IPO will generate an amount of between R75bn and 

R135bn, making it the fourth largest company on the JSE. Whether this remains the case 

after listing is the challenge for management.  

Telkom will need to attract, and retain, active shareholders as a means of funding future 

growth. Improving relations and communications with investors will be critical. 

Globalisation and the ubiquity of the Internet provide the keys for a rapidly growing 

audience of educated and informed investors. Institutional investors will demand a high 

level and quality of information, and Telkom needs to look to new and effective ways of 

communicating with them as well as other stakeholders. The growth of private share 
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ownership, coupled with the continuing development of e-commerce, have led to rapid 

increases in private investors who will also want to access previously exclusive domains. 

Investor relations will be an important capability, and its success and quality will require 

the commitment of Telkom’s senior executives. Creating dialogues with investors, both 

private and existing, is key to future growth.  In addition, the maintenance of service 

quality will further add to the continued dominance of Telkom. 

Lens on Branding and Reputation 

Branding and Reputation Rating

Value creation High 

Barriers to duplication High 

Appropriability High 

Table 5.8. 

Value creation in branding is based on perception management. It can be argued that 

even inferior service can be superficially overcome by managing the perceptions of 

customers, although probably not for long. Superior performance, to support a strong 

brand, is where the real (rather than perception-based) value is added and will be a strong 

source of competitive advantage.  The current brand of Telkom is a high barrier to 

duplication due to its path dependency, and currently presents an unmatched source of 

revenue.
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6. RESEARCH METHODOLOGY

6.1. Why Qualitative Research?

We essentially sought a research approach that would enable us to gain an understanding 

into the enablers of e-business success in Telkom, and that would support the use of 

resource-based theory as a framework for crafting e-strategies for Telkom.  In the view of 

the researchers, the research method of qualitative analysis, proposed by Miles and 

Huberman (1984), best lends itself to our research objectives.   

According to Miles and Huberman (1984) data must be collected by means of a semi-

structured questionnaire where respondents are allowed to write their views on a number 

of open questions, or by means of a semi-focussed interview.  This method is particularly 

effective if the researcher feels that he/she knows what they are after, but sees that a 

greater insight might be gained from permitting the respondent to choose his/her own 

path.  The broad parameters, however, are clearly set by the researcher.  The use of 

conceptual frameworks as boundary devices can be revised as the research progresses.  

What typically emerges from such analysis are themes that can be qualified to the 

individual transcripts.

According to Easterby-Smith (1991), qualitative methods of research enable researchers 

close to company members to gain insights into people and situations.  Van Maanen 

(1983) defines qualitative methods as an array of interpretive techniques which seek to 

describe, decode, translate and otherwise come to terms with the meaning, not the 

frequency, of certain more or less naturally occurring phenomena in the social world. 

In the view of the researchers, the nature of the data that we would be dealing with 

(survey studies, case studies, historical studies) dictated the type of research 

methodology.  Given that our data analysis would include analyzing content, identifying 

themes and patterns, as opposed to numerical and parametric statistics, we opted to do 

qualitative research. 
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6.2. Why Exploratory Qualitative Research? 

According to Easterby-Smith (1991), the relationship of the research process will dictate 

the nature of the problem being investigated, and the philosophical stance.  Exploratory 

research also places an emphasis on specifying research objectives, as opposed to placing 

an emphasis on the data collection stage.   

Exploratory qualitative research concentrates on becoming more familiar with the 

challenges faced by the exploration and drawing together of information on Telkom, 

which was fairly accessible (Research Methodology handbook, 2000).  This type of 

research allows information to be gleaned from available literature, from persons who 

have experience or are familiar with the subject being investigated, as well as from an 

intensive study of selected courses. 

We particularly wanted to adopt a flexible approach and employed unstructured 

interviewing, with the view of obtaining insights, explanations and ideas. 

Exploratory research has been used to explore and draw together accessible information 

on the capabilities required by telecommunication operators. Rigorous enquiry was 

undertaken of literature, organizational policies, interviews, etc., and information 

obtained from experts in the field of telecommunications.  The information gathered was 

interpreted so as to aid in the development of the proposed strategy for Telkom in its 

migration to a liberalized environment.  Exploratory participatory research, in the form of 

one-on-one interviews with key people, was also used to further assess the general 

perception and attitudes of the participants.  

We opted for this form of research given its flexible approach, unstructured interviewing 

and the seeking of insights, explanations and ideas. 
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6.3. Why Interviews and Questionnaires? 

We primarily conducted interviews with the view of understanding the meanings 

interviewees attached to issues and situations in context, and that are not structured in 

advance by the researchers’ assumptions. 

We therefore conducted interviews that have provided insights on how individuals 

construct the meaning and significance of their situations from the complex personal 

framework of beliefs and values which they have developed in order to help explain and 

predict events in their world. 

Easterby-Smith (1991) continues that researchers must therefore be able to conduct 

interviews so that the opportunity is present for these insights to be gained.  Failure to 

achieve this might well result in a superficial exchange of information. 

This method was also embarked upon, given the nature of the assignment (strategic 

analysis on Telkom) where the matter was viewed as highly confidential and 

commercially sensitive.  In particular, some interviewees seemed reluctant to be truthful 

about issues and appreciated the confidentially on a one-to-one situation. 

The structure of the interviews was open-ended.  The questions used during interviews 

was regularly refined, after interviews and consultation with our supervisor.  Every 

attempt, however, was made to maintain a standard of consistency throughout the period 

of research.  In the view of the researcher, the primary benefit of this research technique 

includes the flexibility allowed when seeking to obtain insights, explanations and ideas.  

We recognize that the issue of trust between the interviewees and ourselves is crucial in 

exploratory research.  We have therefore determined to interview people whom we have 

personally interacted with in the past, in an attempt to overcome the possibility of failure 

to develop trust.  We are, however, also mindful of the danger of familiarity between 

interviewee and interviewer in this regard.   A further consideration on our part is the 



C

O

P
Y
R

I
G

H

T
 
U

C

T

RESEARCH REPORT: TELKOM SA (Pty) Limited  Page 67

drawback of imposing our own frame of reference, given our own involvement and 

knowledge of the industry.

6.4. Instrumentation 

The various research instrumentation that we used included the following: 

!"One-on-one interviews with selected Telkom management, as well as with 

management of its customers 

!"Open-ended questionnaires, completed by Telkom management and its customers 

!"Literature review

!"Documentation analysis of academic literature, Telkom’s annual reports, industry 

reports, etc. 

Reasons for conducting research on Telkom and its corporate customers includes the 

following:

!"Determine Telkom’s present core and key capabilities. 

!"Determine the core and key capabilities required by Telkom in the near to medium 

future. 

!"Formulate a migration strategy for Telkom. 

!"Apply the notion of resource-based theory to the telecommunications industry. 

!"Understand the issues with regard to telecommunications in South Africa. 

!"Determine the usefulness of the adapted resource based-framework to formulate e-

business strategy.

Interviews and questionnaires were conducted both in Gauteng (Telkom’s corporate head 

office) and Cape Town (regional office).  An invitation to participate in the, 

approximately one hour, interview was forwarded to the interviewee prior to conducting 

the interview and have included the following: 
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!"Letter of invitation 

!"Primary quotations 

!"Summary of precepts of resource-based theories 

!"Copy of CV’s of the researchers 

6.5. Direction 

We sought continuous direction for our research through: 

!"Regular meetings with Kurt April, our supervisor 

!"Correspondence with knowledgeable persons, e.g., Prof. Bill Melody of the Center 

for Tele-information (Denmark), Chief Technical Officers of SBC Communications 

and Telekom Malaysia, etc. 

!"Personal meetings with eminent persons e.g., Raven Naaidoo of Radian 

Technologies, Danie Nel of Nebulus, Don Cain of Ameritech. 

6.6. Scope, advantages and limitations 

6.6.1. Scope 

The focus was on selected Telkom managers (those that performed a transactional 

function and were at management level) and managers from industry (that had extensive 

knowledge of the telecommunications sector).  Our objective was to inquire about their 

personal views, perceptions and ideas on Telkom with regard to its present, and future 

required, capabilities. 

We also wanted to obtain an understanding of the meanings that these managers attached 

to issues with regard to Telkom, and how this could relate to Telkom’s competitive 

advantage sustainability.
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In total three Telkom managers were interviewed, while ten received questionnaires.  The 

categorisation with regard to work function includes marketing (1), strategy (2), 

regulatory and government relations (4), technology networks services (3) and customer 

service (3). 

A total of six managers, outside of Telkom were interviewed while four received 

questionnaires.

The bulk of the research report was developed through extensive literature and academic 

research.  Literature specific to Telkom and telecommunication in general, and those 

dealing with capabilities, were reviewed. 

6.6.2 Advantages 

We found the qualitative research approach of Miles and Huberman (1984) very useful 

insofar as it allowed us the flexibility of holding semi-focussed interviews.  The 

advantage of this approach was that we could identify and describe the themes that 

emerged from this process   

The added benefit of the exploratory approach was the establishment of trust between 

ourselves and the interviewees.  As we had interviewed people with whom we had good 

working relationships with, trust was established.  We found, however, that we needed to 

guard against familiarity between ourselves and the interviewees, that would 

unnecessarily bias the research process. 

6.6.3. Limitations 

We initially sought to interview thirty managers from both Telkom and the sector.  Given 

the short period of time of our research and availability of the subjects, however, we 

succeeded in only interviewing nine.  The remaining fourteen received questionnaires by 

email.  The resultant was twenty-three returned questionnaires with some containing, 
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one-word answers rather that full explanations.  In some cases, we were obligated to call 

the respondents to obtain further clarifications and explanations. 

A second constraint was the fact that some issues were viewed as highly confidential and 

commercially sensitive by the interviewees.   As a result, some Telkom managers 

participated on the basis of confidentiality and the understanding that no direct quotes be 

attributed to them. 
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7. IMPORTANCE OF RESEARCH

The case on Telkom is extremely topical, given the advent of the information society and 

the role that telecommunications play in enabling the new economy in South Africa.  The 

significance is furthermore underlined by the fact that Telkom is the first of the 4 big 

state utilities (Telkom, ESKOM, Transnet, Armscor) to be privatized, and its success at 

privatization is, and will be, closely monitored by government, business and organized 

labour. It is rather paradoxical that while government hopes that the privatisation of 

Telkom can be used as a blueprint for subsequent parastatal privatisations, the Telkom 

privatisation must, at the same time guard against possible competition from one or a 

combination of Transnet and Eskom. The case is therefore of paramount importance to 

Telkom as insight into the development of further development of competitive advantage 

sustainability in the post-exclusivity period. 

The case would provide students with insights into resource-based corporate strategy, 

which to date has not enjoyed the popularity of the industrial organisation strategic 

approached, and can also be used in the fields of marketing, leadership and technology-

based courses on the AIM, MBA and Executive MBA programmes.  

Over and above the academic benefit of the report, executives also stand to gain insights 

into understanding the enabling factors of e-business success within companies, and the 

role of management and leadership in determining how well, or poorly, they use the 

resources within their companies. 

The report will assist in understanding the resource-based view as a re-emerging theory 

in strategy discipline, its impact on, and application in, the telecommunications industry 

in South Africa. As such it will provide guidelines for Telco operators to develop e-

business strategies and provide insights into the political construct that regulates industry. 

Technological push, and pull, forces in the telecommunications industry are largely 

caused by increased globalization and liberalization of the telecommunications sector. 
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This report serves to provide an overview of such forces and describes new technologies 

and its impact on the information economy. 

The research would further provide policymakers and regulators with information 

pertinent to the formulation and regulation of the operators in the new 

telecommunications environment and would also help facilitate SA participation in the 

information economy.   
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8. CONCLUSIONS

In this report we have intended to apply a resource-based framework to assess Telkom’s 

present capabilities, and how these could contribute to competitive advantage 

sustainability in a fully competitive market. 

We used an e-strategy context to analyze and understand the environment outside of 

Telkom, and assess the impact of  its drivers on Telkom.  With regard to competitors and 

suppliers, we found that Telkom dominates the market because of the exclusivity granted 

to it.  With regard to globalisation, we discovered that telecommunications has become 

one of the most rapidly expanding markets and the most important component of social, 

cultural and political change.  With regard to deregulation, we learnt of the government’s 

undertaking with the World Trade Organisation to introduce a second network operator 

by 2003 and introduce full competition by 2007.  With regard to alliances and customers, 

we realized the significance of providing end-to-end network services and, with regard to 

technology and business changes, we saw how the new entrants armed with new 

technologies and superior economies of IP networks can take on the might of the 

incumbents. 

Within this context, we explored Telkom’s present capabilities in an attempt to 

understand the essence of its competitive advantage.  Here we discovered that the 

resource-based view asserts that the source of a company’s competitive advantage is the 

complex combination of a bundle of strategic resources. The sustainability of such an 

advantage is derived from the scarcity, inimitability and unsubstitutability of such 

resources. The competitive advantage of Telkom, presently, can be seen as the 

combination of the resources such as exclusivity, technically skilled staff and world class 

technology.

Through our research (literature, review, interviewees, etc.), we then identified 

capabilities that have contributed significantly to Telkom’s competitive advantage and 

have demonstrated its potential to be future sources of competitive sustainability. We 
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then provided a brief description of each of the capabilities identified (political acumen, 

customer care and service quality, innovation, management and leadership, network and 

technology acumen, organisational culture, strategic alliances and branding and 

reputation).

In the view of the researchers, RBV provides unique insights into identifying the sources 

of sustainable competitive advantage, but we have not found conclusive evidence that 

would suggest it will overtake the more structured industrial organisational frameworks 

like Porter’s in terms of its popular use amongst strategists. There are merits in the 

argument that earlier RBV proponents were too introspective in their application of the 

framework, but we do believe that a possible area of strategy study would see the 

marrying of the two framework types into an integrated strategic framework tool. 

We have found that the principle upon which RBV is based is easy enough to understand, 

but academics and practitioners differ somewhat in their attempts to clearly and uniquely 

define concepts such as resources, capabilities, etc. It would appears from the empirical 

data of our research, that all resources are inseparably linked in some way or another, 

making it difficult at times to establish the cause-and-effect relationships. While one 

could argue that not sufficient effort has been put into creating unique elements for RBV, 

it may just be better to accept that there is crossover between the various schools of 

thought. Similarly, we have found that even capabilities are hard to uniquely define 

because of their complexity, ambiguity and inconsistent use of terminology. This begs the 

question as to whether it is confusion, rather than an outright opposition to its basic 

concept, that is causing slow adoption of resource-based theory. 

Another difficulty that we have encountered in making use of RBV theory, was the fact 

that it is not a widely-used strategic analysis tool at the Business School and as such there 

was uncertainty with regards to its suitability and applicability. We needed to first 

develop an understanding of the basic concepts and nomenclature. This was difficult, 

given the inconsistency with which academics apply the model as an analysis tool. 

Unfortunately the steep learning curve we experienced in our attempt to use the 
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framework failed to assist our interviewees in all cases, and they had difficulty in 

differentiating between resources and capabilities. The views and opinions of our 

interviewees, however, were consistent with the interpretation and understanding of 

tangible and intangible assets.

We were unable to define mutually exclusive capabilities, possibly as a result of the fact 

that all capabilities are the result of combinations of the same resources within a 

company. They are just used and employed to different degrees and in different 

proportions. While management in itself is a capability, it is also an example of the 

contention that every capability is superseded by a higher order capability. Deployment 

of strategic resources requires an advanced management capability, which in turn results 

from a superior executive recruitment capability, and so on. This leads to the problem of 

infinite regress (Collis and Porras 1994) and suggests that the search for the ultimate 

source of sustainable competitive advantage may never end.  

We believe that this report lends support to the view that RBV is valuable in 

understanding and determining sources of competitive advantage, and hope that it has 

provided some clarity on the strategic direction of Telkom. 
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9. FURTHER RESEARCH AND RECOMMENDATIONS

Our research was conducted to primarily address one of the most common criticisms of 

resource-based theory, namely that of having very little practical implications.  We 

therefore undertook to apply the RBV framework to Telkom and in so doing, develop the 

practical implications of the resource-based view.   

We chose the telecommunications sector because of its significant role in enabling the 

new knowledge economy and Telkom, in particular, because of its enormous challenge to 

successfully migrate to a fully competitive environment  

It is the view of the researchers that academic literature would benefit from studies using 

other subject samples like, applying the RBV framework on the new entrant (SNO) with 

the view of formulating strategies that could capture market share from the incumbent. 

Additional research could also be done in an attempt to draw together the two schools of 

thought on strategic frameworks. A company analysis, using both frameworks, can be 

applied to the same company with a view to clearly define the differences between the 

two and develop an integrated strategic tool. 

It is also recommended that more research be conducted on the actual formulation of 

migration strategies that could assist Telkom in its migration to a fully competitive 

environment.  

Lastly we believe that a quantitative tool can be developed to measure the strengths of 

capabilities, with a view to benchmarking and trending capability development. Studies 

can then be conducted to establish the correlation between the growth in capability and 

corresponding financial returns. 
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Appendix 1: Primary Questions of the Interviews

Questions addressing pool of resources/assets? 

1. What do you consider to be tangible and intangible resources/assets in Telkom? 

2. Where can they be found within the company, i.e., within the corporate structure and/or 

geographic location? 

3. Which of the resources do you consider to be key in Telkom? 

4. Do these resources/assets have the potential to grow? 

Questions addressing complementary resource combinations? 

5. How do you think Telkom uses the combination(s) of people, technology and business 

process? 

6. Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

7. How does Telkom ensure that these complementary resource combinations stay rare and 

inimitable? 

8. How are these resources/assets combined to create competitive advantage? 

Questions addressing strategic architecture? 

9. What do you consider to be Telkom’s key- and core capabilities? 

10. How are these capabilities deployed within the company? 

11. How do these add to Telkom’s overall success? 

12. How critical are these capabilities, and over what time period will they remain critical? 

Questions addressing future pool of resources/assets required: 

13. What would you describe as the resources/assets required by Telkom (tangible and 

intangible) in the next 3 - 5 years? 

14. Where should these resources be located within the company? 

15. How would these resources add to competitive advantage? 

Questions addressing future complementary resource combinations required: 
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16. How will people, technology and business processes used to transform inputs to outputs? 

17. Where will these complimentary resource combinations be employed? 

18. How would this different in other companies? 

19. How easily would complementary resource combinations duplicated by a competitor? 

20. Why would it be difficult to duplicate? 

Questions addressing future strategic architecture: 

21. What would you consider to be the key capabilities and core capabilities required by 

Telkom? 

22. How would you view each capability in terms of importance? 

23. How critical would these capabilities be? 

24. How easily would core capabilities be duplicated? 

25. Where would these core capabilities found (product development, market developments, 

customer care, etc.)? 
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Appendix 2: 

Some of the main precepts of resource-based theory with specific focus on the 

telecommunications sector 

#"Resource based theory argues that the internal competencies of a company give rise to its 

competitive advantage, i.e., that competitive advantage is rooted inside a firm. 

#"Resources/Assets refer to all company assets and can be divided into two broad groups, 

namely, tangible and intangible. 

#"Tangible assets/resources can usually be easily valued and reflected on balance sheets. They 

can be purchased and as such, on their own, are rarely a source of competitive advantage. 

Examples of tangible assets are property, equipment, hardware infrastructure, etc. 

#"Intangible assets/resources include organisational culture, patented processes, technological 

knowledge and skills and experience. They are less easily valued, but can contribute 

significantly to competitive advantage. 

#"Complementary resource combinations, as defined by April and Cradock (2000), refer to the 

complex combinations and application of assets such as people, technology and business 

processes that become the source of competitive advantage.  

#"Key capabilities, as defined by April and Cradock (2000), refer to capabilities that are 

necessary for a company merely to compete in its industry. This is viewed from a customer 

perspective and is considered the minimal requirement for entering the market. 

#"Core capabilities, as defined by April and Cradock (2000), refer to those capabilities that 

have been developed to such an extent that the company performs these outputs better than 

its competition. It allows the company to differentiate itself and is its source of competitive 

advantage.

#"Competitive advantage refers to a company’s ability to produce returns and benefits beyond 

those currently enjoyed by its competition.  

#"Sustainable competitive advantage refers to the ability of a company to maintain this 

benefit, despite duplication - and imitation attempts by its competitors. Once the 

competition is able to replicate these benefits, the once core capabilities driving this 

advantage have become just key capabilities and will be a necessary requirement of any new 

entrant into the marketplace (April and Cradock, 2000). 

#"Imitation barrier is a structure of organisational design or capability that can be a 

competitive advantage if it is difficult for a competitor to copy (Rumelt, 1984). 
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#"Convergence is the breakdown of technological separations between products or industries, 

causing them to become more like each other in use and function. 

#"Strategic Architecture is defined by April and Cradock (2000), from a customer perspective, 

as a company’s capabilities when applied in the marketplace. 

#"Chain of sustainability refers to the relationship between the characteristics that are 

necessary to achieve and maintain sustainability, the company’s pool of assets or resources, 

it set of complimentary resource combinations, and its strategic architecture. 



C

O

P
Y
R

I
G

H

T
 
U

C

T

Applying a resource-based strategic framework to assist Telkom attain competitive advantage sustainability 
in a fully competitive market 

Andrew Barendse and David Gordon  
MBA 2000 

Appendix 3: 

An example letter of invitation to interviewees 

The Graduate School of Business 

Breakwater Campus – Green Point 

Private Bag Rondebosch 7700 

Cape Town South Africa 

Dr. Gabriel Celli 

Executive Regulatory Relations 

Telkom 

PRETORIA

Dear Dr. Celli 

Interview for UCT MBA research report 

As you may know our names are Andrew Barendse and David Gordon.  We are both members of the 2000 MBA 

class at the Graduate School of Business of the University of Cape Town. 

As mentioned in our email, we are currently conducting interviews and providing questionnaires for individuals 

who cannot be interviewed as part of our research project.  The title of our report is: Applying a resource based 

strategic framework to assist Telkom attain competitive advantage sustainability in a fully competitive market.

As part of our research we also intend interviewing numerous leaders in business and government both in South 

Africa and abroad.  The research report will be a first academic attempt in South Africa to document the 

application of a resource based framework for developing an e-business strategy in the telecommunications 

industry  

We would like to interview you because we believe that you have a particularly important role to play in a country 

that is in transformation and that you could provide unique contributory insights for our research. 

The purpose of the interview is to determine your personal views on the telecommunications industry, Telkom’s 

current performance, and the challenges facing the industry over the next three years.  Please find attached a one-

page summary of some of the key concepts, which we would be discussing during the interview.   

For further information please do not hesitate to contact us on 082 783 7304 or 083 554 1239 respectively 

Regards, 
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Andrew Barendse   David Gordon 
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Appendix 4: 

List of interviewees and Questionnaire respondents 

Manager Service Organisation Title

Telkom Management 

Don Cain Federal Relations, 

Ameritech  

Vice President 

Johnny Jalin Strategic planning and 

Mergers & Acquisition 

Executive

Usmadi Othman Strategic Planning and 

Subsidiaries

Senior Manager 

Gabriel Celli Regulatory Relations Executive 

Franklin Pieterse Customer Service Regional Executive 

Danie Manel Network Build Senior Manager 

Eric van Dieman Marketing Manager, Business Market 

Development 

Thami Nxasana Government Relations Senior Manager 

Adrian Cornelius Corporate Customer 

Business

Engineer

Ashiek Manie Intekom  Deputy Chief Executive 

Officer 

Robert van Zyl Technology Network 

Services

Engineer

Michael Jeneke Government Sales Service Manager 

Chose Choeu Government Relations Executive 

External Management 

Raven Naaidoo Radian Consulting Director 

Danie Nel Nebula Consulting CEO 

Nathan Forbes Branch Manager Kwetliso 

Faizel Mulla Self Employed Business consultant  

Duncan Gilbert South African Breweries Engineer 
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Lester Geldenhys Eskom Maintenance Standard 

Specialist

Michael Gordon Cape Oil Communications Specialist 

Moejy Bardien Eskom Technical Training 

Manager

Eton Brand Eskom Maintenance Planner 

Zaid Bardien Eskom Technical Training 

Specialist
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Appendix 5: 

Transcripts of Interviews and Questionnaire Responses 

Primary Questions for Interview 

Duncan Gilbert – Engineer SAB 

D: What do you consider to be tangible and intangible resources/assets in Telkom?  

G: Tangible: telephone exchanges, property, equipment, hardware infrastructure, phones. Intangible : specialist knowledge, patented process. 

D: Where can they be found within the company? i.e. within the corporate structure and/or geographic location

G: Tangible assets may be found in offices, around the company and possibly in space. Intangibles may be found within areas such as a research 

dept. 

D: Which of the resources do you consider to be key in Telkom?  

G: Directors who direct the company as to the best direction and strategy to follow and R&D who can discover new and innovative things. 

D: Do these resources/assets have the potential to grow? 

G: I don’t see why not. The whole continent requires communication links to be established.  

D: How do you think Telkom uses the combination(s) of people, technology and business process? 

G: R&D boffins invent, while business pros strategize the best way of maximising advantage. 

D: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

G: Unknown. 

D: How does Telkom ensure that these complementary resource combinations stay rare and inimitable?  

G: Unknown. 

D: How are these resources/assets combined to create competitive advantage? 

G: Unknown. 

D: What do you consider to be Telkom’s key and core capabilities?  

G: Key : cost effective telecommunications for the man in the street. Core : none as Telkom does not have any competition. 

D: How are these capabilities deployed within the company?   

G: Don’t know 
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D: How do these add to Telkom’s overall success?  

G: Maybe they overcharge some people and undercharge others. 

D: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

G: Tangible : existing assets plus some more new technologies such as satellites and internet connections. Intangible : new technological

discoveries. 

D: Where should these resources be located within the company?  

G: In an office??? 

D: How would these resources add to competitive advantage? 

G: They will be smarter and faster and invent new good stuff. 

D: How will people, technology and business processes used to transform inputs to outputs?  

G: You give someone something, he uses a process to make something and out pops the output, product or service. 

D: Where will these complimentary resource combinations be employed?  

G: In areas of new technology development. 

D: How would this different in other companies?  

G: Don’t know- have not job-hopped in a while. 

D: How easily would complementary resource combinations duplicated by a competitor?  

G: Very easy to do. G: Head hunt, pay the right price, keep the guy happy and compile your winning teams. 

D: Why would it be difficult to duplicate? 

G: Costs, ethical reasons. 

D: What would you consider to be the key capabilities and core capabilities required by Telkom? ?  

G: Key : cost effective telecommunications for the man in the street. Core : none as Telkom does not have any competition. 

D: How would you view each capability in terms of importance?  

G: Both equally important, just the stage of the business life cycle that you are in would make the difference. 

D: How critical would these capabilities be?  

G: Very 
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D: How easily would core capabilities be duplicated? 

G: Easy, hire Kurt to tell you what to do and do it fast. 

D: Where would these core capabilities found (product development, market developments, customer care, etc.)?  

G: No response 
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Lester Geldenhuys – Maintenance Standard Specialist Eskom 

D: What do you consider to be tangible and intangible resources/assets in Telkom? 

L: Telkom’s communication infrastructure is a tangible asset.  I would not call the staff a tangible asset because their functions in the 

organisation are based on their skills and this is not easy measurable.  

D: Where can they be found within the company? i.e. within the corporate structure and/or geographic location 

L: The tangible component can be found trough out Telkom’s services area. The intangible assets are concentrated in the centres of these 

service area’s.

D: Which of the resources do you consider to be key in Telkom? 

L: Being one of the older telecommunication companies in the RSA I would say their experience w r t South African trends, international trends 

and local labour practises as well as existing infrastructure will be their key resources. 

D: Do these resources/assets have the potential to grow? 

L: Experience will always grow and depending on the business and strategies followed so too the existing network. 

D: How do you think Telkom uses the combination(s) of people, technology and business process? 

L: I am not in a position to comment on their business processes or their people. 

D: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

L: I am not in a position to comment 

D: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

L: I am not in a position to comment 

D: How are these resources/assets combined to create competitive advantage? 

L: I am not in a position to comment 

D: What do you consider to be Telkom’s key and core capabilities? 

L: Its people/staff attitude towards outside competition, changes in their specific environment. A lot of emphasis are placed on first world 

technology. Telkom provides a service to a third world client.  

D: How are these capabilities deployed within the company? 

L: Don’t know 

D: How critical are these capabilities and over what time period will they remain critical? 

L: These capabilities are very critical as it addresses customer needs. 
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D: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

L: Telkom together with a vision for AFRICA must enquire an asset to promote customer satisfaction together with competitiveness to ensure 

quality services. They must be innovative but at the same time realistic. 

D: Where should these resources be located within the company? 

L: Every one in the company must have the responsibility to develop these assets. 

D: How would these resources add to competitive advantage? 

L: With a firm hand on the needs of the customer Telkom will know what is to be expected from him. 

D: How will people, technology and business processes used to transform inputs to outputs? 

L: Business processes are requirement that managers see to improve outputs. A tool to manage. If on really wants to transform inputs to out puts 

want needs to work on attitude. Any company with the highest degree of technology will not achieve anything without attitude. 

D: Where will these complimentary resource combinations be employed? 

L: How would this different in other companies? People work to earn a salary. Even if they sit in front of a 600MHZ, 6G pentium 4 for 8 hours 

a day they’ll earn a days pay. The trick is to change this. 

D: How easily would complementary resource combinations duplicated by a competitor? 

L: It will not be easy to copy something like this 

D: Why would it be difficult to duplicate? 

L: It is not something you can implement in a days time. Humans is much more difficult to change that machines or processes 

D: What would you consider to be the key capabilities and core capabilities required by Telkom? 

L: To give the customer a quality product in terms of service and application. 

D: How would you view each capability in terms of importance? 

L: I’ve already stated the main focus. This must be supported by good innovative product development, business practices and excellent

foresight. 

D: How critical would these capabilities be?  

L: As stated earlier 

D: How easily would core capabilities be duplicated?

L: As stated earlier 

D: Where would these core capabilities found (product development, market developments, customer care, etc.)? 
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L: As stated earlier. 
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Michael Gordon –Communications Specialist Cape Oil 

D: What do you consider to be tangible and intangible resources/assets in Telkom? 

M: Tangible assets of Telkom would be their property, buildings, vehicles, networks (physical hardware), computers and the like. An example 

of a intangible resource would be their staff. People skills are an example of intangible resources. 

D: Where can they be found within the company? i.e. within the corporate structure and/or geographic location. 

M: Tangible assets and their locations can easily be identified. I.e. one can see the buildings, the vehicles and the cables. 

D: Which of the resources do you consider to be key in Telkom? 

M: The network for the comm’s and people to run it. 

D: Do these resources/assets have the potential to grow? 

M: Yes, since technology is continually advancing. This also means that peoples’ knowledge and skills will increase. 

D: How do you think Telkom uses the combination(s) of people, technology and business process? 

M: Before Telkom can apply their technology they have to use people to understand the business process of a potential client. They have to 

offer a total solution to a clients needs and to predict his future needs. 

D: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

M: No.  Many companies utilise technology, people skills and business processes. The only thing that is unique in South Africa is that Telkom 

has a monopoly in the current telecommunications arena. 

D: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

M: Telkom has not got rare resource combinations. In South Africa it might be considered rare, but it is based on a position of monopoly. When 

the market is truly open Telkom might find themselves struggling. 

D: How are these resources/assets combined to create competitive advantage? 

M: Telkom inherited its customer base with no competition, so they do not have a competitive advantage where there is no alternative.

D: What do you consider to be Telkom’s key and core capabilities? 

M: Telkom’s main focus is on business. Providing an infrastructure for voice, video and data telecommunications. They also provide network 

management for various companies.  

D: How are these capabilities deployed within the company? 

M: Telkom is divided in many sections to deal with various situations. They have technical teams to deal with technical things as well as 

account managers to deal with specific corporations.  

D: How do these add to Telkom’s overall success? 
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M: For a business having a contact person at Telkom has a huge advantage, when things are going smoothly. Any company who can keep up to, 

or as close to the rapid advances in technology as possible, has a good chance of succeeding. 

D: How critical are these capabilities and over what time period will they remain critical? 

M: Communication is essential in today’s world and thus it will always remain critical. Telkom needs to maintain leadership through

technology and cost effectiveness (on the customer side as well) and maintain or enhance their peoples expertise. 

D: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

M: Telkom needs to keep abreast of the latest technology as well as upgrade the existing infrastructure. Telkom needs to hold on to skilled staff, 

train others, as well as maintain a good working environment. 

D: Where should these resources be located within the company? 

M: Staff should be located in departments for which the where trained.  

D: How would these resources add to competitive advantage? 

M: Any company who has the technological edge and has the staff and the resources to utilise it will have a competitive advantage. It is also 

imperative to have a good customer relationship. 

D: How will people, technology and business processes used to transform inputs to outputs? 

M: Inputs are requirements of the customer, whether home or business. Outputs are how Telkom delivers them. Technology by its nature

delivers solutions, but it is up to people to establish what technology is relevant. 

D: Where will these complimentary resource combinations be employed? 

M: Customer Services, R&D, networking. 

D: How would this different in other companies? 

M: I don’t think it will be different in other companies because the aim of all companies is to achieve excellence in their fields.

D: How easily would complementary resource combinations duplicated by a competitor? 

M: I don’t think competitors try to duplicate. That’s not going to get you anywhere. You need to do something better than rest and something 

that work for you as a competitor. 

D: Why would it be difficult to duplicate? 

M: Duplicating might not work for company. you need to adapt and do something that’s best for you own situation 

D: What would you consider to be the key capabilities and core capabilities required by Telkom? 

M: Telkom must be able to meet and anticipate the business needs of the customer by keeping abreast of future technologic advances. But the 

customer might not need all future technologies. Not all customers require the product but they must be able to deliver what’s best. Customer 

satisfaction is critical. 
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D: How would you view each capability in terms of importance? 

M: Customer satisfaction is the most important. 

D: How critical would these capabilities be? 

M: Very 

D: How easily would core capabilities be duplicated? 

M: Not easy to duplicate unless you really know what you’re doing.. It takes years to build up trust but you can easily destroy it quite quickly 

D: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

M: Customer care  
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Moejaahied Bardien – Technical Training Manager Eskom 

D: What do you consider to be tangible and intangible resources/assets in Telkom? 

M: Tangible: basically your hard assets which is your network, your microwave, your systems, your computers and computer network etc. 

Intangible: everything that’s in your staffs heads, their abilities and capabilities, the amount of innovative individuals, the culture, specialities, 

specific competencies. 

D: Where can they be found within the company? i.e. within the corporate structure and/or geographic location 

M: All over the company. Like culture. But they can also be in specific environments, what they call centres of excellence. 

D: Which of the resources do you consider to be key in Telkom? 

M: As you go into the future one of the biggest leverages is knowledge. Knowledge is what turns your hard assets and finances into profits in 

the future. Then there’s the management capability. The ability for management to turn around the assets and finances into making them a good 

organisation. 

D: Do these resources/assets have the potential to grow? 

M: They do. 

D: How do you think Telkom uses the combination(s) of people, technology and business process? 

M: They are combining it. It seems especially on their customer service side and when they use their own technology as well as other 

technologies to facilitate better customer service 

D: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

M:I don’t know. 

D: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

M: I don’t believe so. I don’t think a lot of organisations are into to managing complimentary resource combinations. I don’t think its part of 

their key strategy. Very few organisations really focus on looking at resource based strategic frameworks. I think its more of an accident than a 

focussed approach to it. 

D: How are these resources/assets combined to create competitive advantage? 

M: They should be combined but I don’t believe there’s a conscience effort to focus on it. However I also believe that there’s not enough 

competition in that environment as yet to force Telkom to go in that direction. 

D: What do you consider to be Telkom’s key and core capabilities? 

M: If I compare them to other providers like Vodacom, MTN and say Eskom’s ESI-Tel, I don’t believe that customer service is really a core 

capability of Telkom at the moment compared to Vodacom and MTN. I just walk into to MTN and get my phone. Telkom you still have to put 

in an application and go through all that schlep. I want to walk in a get my phone. But I don’t think customer service should be their key 

capability. From a national perspective they probably have the capability of transporting a lot of information across their networks and the rest 

of Telkom and Vodacom can just piggyback on their systems. They become a bulk provider of data transmission. 
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D: How are these capabilities deployed within the company? 

M: Consider the bulk data transmission capability, they have network reach so every one else can just piggyback. 

D: How do these add to Telkom’s overall success? 

M: This capability on distribution or transmission of data must just be maintained. If they have the capacity, other service providers don’t need 

to expend all that capital to develop a transmission service. They can just piggy back on Telkom. 

D: How critical are these capabilities and over what time period will they remain critical? 

M: It will remain unless other technologies like satellite or other wireless technologies can replace the transmission network.

D: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

M: The ability to make the transmission network as byte-friendly as possible. Having the skills to be able to exploit and maximise the existing 

technologies.  

D: Where should these resources be located within the company? 

M: Network ops. 

D: How would these resources add to competitive advantage? 

M: With a piggy back system no one will be able to compete. 

D: How will people, technology and business processes used to transform inputs to outputs? 

M: In order to run your business processes you require a certain technology and people to work in the process. People are most important. If the 

technology is standard you’d rank you’d business processes next. Unless the technology is an in-house technology. In a maintenance mode 

business process are important but when moving into an area of competition your management of technology is going to be very important. 

D: Where will these complimentary resource combinations be employed? 

M: In the bulk transmission of data. 

D: How would this different in other companies? 

M: My feeling is that the wireless companies will be focussing more on customer service and short run communication whereas Telkom will be 

sitting with the bulk communication. 

D: How easily would complementary resource combinations duplicated by a competitor? 

M: Very difficult. However, this depends on improvement in wireless technology. But then again the regulator might not allow the application 

of certain technologies. Even post exclusivity Telkom may still enjoy some protection, if they don’t allow duplication of infrastructure for 

national gain. 

D: What would you consider to be the key capabilities and core capabilities required by Telkom? 

M: Bulk data transmission. 
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D: How critical would these capabilities be? 

M: Critical to telecommunications. Unless their network gets regulated and they’ve got to bid for the use of the network. What’s important is 

how they manage that network. They could go for a time-of-use tariff similar to Eskom to better manage the traffic. This load management will 

be a key capability in the future as well as the capability to maximise the existing network with its current technology. 

D: How easily would core capabilities be duplicated? 

M: I think Eskom’s ESI-Tel can be another bulk transmitter of data and might be future competition. I think getting contracts for the bulk 

transmission of data now for the future is critical. So this can be duplicated. 

D: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

M: Let’s assume that the technology is there and it supports it. So maybe systems development and the ability to monitor and do data traffic 

control. 
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Nathan Forbes – Branch Manager Kwetlisa 

D: What do you consider to be tangible and intangible resources/assets in Telkom? 

N: Firstly IT, their computers and computer systems, IT infrastructure and then of course their network infrastructure, the actual physical 

existing network cable or fibre optic because it’s there already. Another company would have to dig up the roads to install a network but they 

could also buy or rent part of the network from Telkom unless it is over utilised already. Telkom also has all the information about where those 

networks are laid and how to lay those cables. Unless there’s going to be a major change in technology where we’ll be using only satellite. 

Because Telkom has so much invested in their network already I don’t think it’s likely that they’re spend money on satellite; not now. 

Your intangible I’d say is your staff. They all carry different skills. To touch on question two it’s important that the company has good 

leadership. So I’d say within the management structure you’d find your most intangible resources. Just looking at staff it would be throughout 

the organisation but specifically the management skills, leadership and mentoring are important. 

D: Where can they be found within the company? i.e. within the corporate structure and/or geographic location? 

N: I think I’ve answered that question. In the management structure. 

D: Which of the resources do you consider to be key in Telkom? 

N: The skilled labour is for me the key – the intellectual capital. So I believe Telkom should take the well being and happiness of the people 

into account. 

D: Do these resources/assets have the potential to grow? 

N: Yes. I think as an economy we’re running at about 30 to 40% of our potential as a country. There is an untapped potential. We’re not using 

our full potential. 

D: How do you think Telkom uses the combination(s) of people, technology and business process? 

N: In the past I think people were over critical about Telkom. We do tend to always slam Telkom when the lines go down. I used to work for a 

company that supplied on-line share prices. People don’t realise that you need some sort of back-up infrastructure when you supply a service. 

You need some sort of disaster recovery. Companies are lacking in that especially the smaller companies. They tend to over emphasise the 

grieve that Telkom is giving them and I think it’s unfair. They need to look at themselves and say what could I have done to prevent this and to 

make it less volatile. But I think there’s been a paradigm shift from the way they did business in the past. They (Telkom) have branded and 

created a very good professional image about themselves. I think there service have improved tremendously I would say in the last three to four 

years. So you can include branding as a intangible resource. They have branded themselves as a corporate and want to supply a service of 

excellence. They’ve changed their logo, their offices and there has been that upgrade of services. I think they’re doing very well.

D: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

N: No I don’t think so. I don’t know enough about their operations but I don’t think it is unique, may be in South Africa but not outside. 

D: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

N: I don’t think they know. It sounds like Andrew drew up these questions they’re so verbose. I think they need to develop relationships with 

their customers, customer relationship management. They need to keep them informed as to what is happening within the organisation. That 

would in some way breakdown the mistrust people have of Telkom which is a legacy issue. Maybe by way of a newsletter rather than

newspaper or maybe a special programme about Telkom on television. This is what we are doing. This is what we aim to achieve. Share their 

vision and goals with their customers. I have seen or heard anything so if they have maybe it’s not reaching their target. 
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D: How are these resources/assets combined to create competitive advantage? 

N: There isn’t a model for them to use in South Africa to measure the effect of competition so I don’t think they know whether they have a 

competitive advantage. 

D: What do you consider to be Telkom’s key and core capabilities? 

N: I think they’ve got the needed infrastructure to handle their customers. If you make an application and query it they always know where in 

the process it is. So they must have a sound system for managing the customer but they take long to respond to requests. I understand that 

telephones (domestic) may not be the major revenue producer so maybe they don’t see it as a priority job. 

D: How are these capabilities deployed within the company? 

N: I think it needs to be with the customer interaction. Maybe the training of the staff and keeping them abreast of new technologies and the 

systems that they have in place already. They need a good training and assessment programme that would enhance their productivity levels and 

ensure you have the right person for the right job. The customer needs to see that they’re being provided with the best service. At the moment 

the customer can’t go anywhere else. 

D: How do these add to Telkom’s overall success? 

N: They need to retain their customers. Customer retention is important to their sustainability. 

D: How critical are these capabilities and over what time period will they remain critical? 

N: It’s critical now because they have little time to create a trusting relationship with the existing customer base. From now through the next 4 

years they need to retain their customers (indefinitely actually) by giving them every reason to stay with them. 

D: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

N: By now telephone lines should be on par with other countries but I think we need a cheaper service which is more flexible. I think bandwidth 

is a problem. I’d appreciate a better quality service since the Internet is the future of business. A service for simultaneous voice and data at a 

lower cost to customer. On the people side I’m sure they have clever people but they need to assess their intellectual capital to see if they derive 

their competitive advantage from there. 

D: Where should these resources be located within the company? 

N: They already have shuttle offices. Maybe they need to assess where need more or less staff and outsource certain functions. They shouldn’t 

outsource anything to do with telecommunications but maybe catering, consumables, stationery, even their IT service. 

D: How would these resources add to competitive advantage? 

N: They need to be competitive about their pricing. If someone brings in the service for less people will switch. They’ll switch for a better 

service and pay more even. I wouldn’t sacrifice quality for price but in today’s economy is a question of affordability. Paying what you can but 

getting the best service you can for that price. There’s no loyalty anymore unless there’s a high cost for switching. 

D: How will people, technology and business processes be used to transform inputs to outputs?

N: For one, branding. I think Hymax, Vodacom have done a good job of this and I think Telkom has done a good job as well. I think training 

people to provide a service that backs up the ‘new’ Telkom brand. 
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D: Where will these complimentary resource combinations be employed? 

N: I think their service departments. If the training is right and the technology is right the guys actually doing the installations, meeting with 

customers. They’d need to up the administration of the installations. When a customer queries and application or billing he might not be angry. 

It’s the way in which his query gets handled that makes him angry. Maybe their service or help desk and installations. 

D: How would this different in other companies? 

N: I don’t think it’s different in other companies but the insurance companies especially Sanlam are doing a good job with responding to 

customer’s needs. Telkom could benefit from a personalised service, like a broker that handles a certain group of customers so that you always 

know who you’re dealing with. 

D: How easily would complementary resource combinations duplicated by a competitor? 

N: I don’t think Telkom apart from the experience would be difficult to duplicate. 

D: Why would it be difficult to duplicate? 

N: Legislation might still make it difficult because I think Telkom would still enjoy some benefit. 

D: What would you consider to be the key capabilities and core capabilities required by Telkom? 

N: Quality of service and cost. 

D: How would you view each capability in terms of importance? 

N: They both come down to affordability still. The best service for the money I’m prepared to spend. So it’s difficult to separate them. 

D: How critical would these capabilities be? 

N: Very critical if they’re to survive any competition 
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Raven Naidoo – CEO Radian Technologies 

D: What do you consider to be tangible and intangible resources/assets in Telkom? 

R: Your network is obviously a tangible asset. Your fixed network. I’d say your people are a tangible asset. Existing skills I’d call a tangible 

asset but it crosses over into the intangible because some skills are learned but not necessarily measurable. Customers are an intangible asset at 

the moment because I don’t know how you’re dealing with that. Specifically the corporate culture is an intangible asset. 

D: Where can they be found within the company? i.e. within the corporate structure and/or geographic location. 

R: Across the company for tangible and intangible but some of the critical skills are found in pockets like network operating etc. your IP, 

protocol skills etc. Geographically there’s still a heavy concentration in Guateng just because of the density of activity. Gauteng, Western cape , 

Durban.

D: Which of the resources do you consider to be key in Telkom? 

R: The technology is key but I think the people embody the technology rather than the other way round. People could possibly survive with 

other technology. It would be easier to change the technology than the people. 

D: Do these resources/assets have the potential to grow? 

R: On the tangible side the technology can change. I think the company could survive with other technology but changing the people might be 

difficulty. 

D: How do you think Telkom uses the combination(s) of people, technology and business process? 

R: Probably it use of people and technology is better than it’s combination of people technology and business processes. Business process is a 

problem. Technically the company is pretty good. I can’t fault them technically. I would expect the business processes are very poor i.t.o how 

they deal with customers’ queries, customer requests. I think it’s there business processes that fall down. 

D: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

R: Very difficult question I don’t actually know the answer. I would expect that’s it not unique. It might bee in South Africa. They might be 

taken highly skilled people and very sophisticated technology and use it very badly because of business processes. That might be unique. But 

I’m not quite sure whether it’s unique globally. I can’t think of anything that stands out as being innovative. 

D: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

R: I know Telkom from many perspectives. Residential customer, high end residential user, partner in terms of some of the deals and corporate 

user. The company is not transparent enough for me to say they are doing something unique. Customers are black box users. They don’t care 

how it works as long as it works. Whether is unique it doesn’t matter. 

D: How are these resources/assets combined to create competitive advantage? 

R: My impression is that they are not combined in any way to create competitive advantage. They enjoy competitive advantage because of 

customer inertia. It’s a bit difficult to create competitive advantage in an uncompetitive environment. They don’t have a benchmark to measure 

against. Difficult question to answer easily. 

D: What do you consider to be Telkom’s key and core capabilities? 
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R: Their communication services and their ability to deliver and their technical skills with respect to managing those services. I would not say 

that marketing and sales are key or core at present. Whether you do presales which is marketing, sales which is sales or after sales which is 

customer care, you’re still interacting with the customer. That’s probably the area where Telkom will be the least competitive in. They didn’t 

need to be competitive but doesn’t take away the need to be service oriented. They come from a technical perspective so from the technology 

side everything works fine, but from sales, marketing, after care which typically didn’t sit in the engineering part. The problem is that most of 

the people that have come through the Telkom structure have been engineers. They understand the technology and the technical part but 

understanding the customer interface part is probably more of a business skill than a technical skill. That’s where they’ve fallen down. But 

that’s probably also a consequence on no competition. Telkom doesn’t need to sell. Where else are you going to go for a telephone. By that 

same token I don’t know why they need to spend so much on marketing. There’s certainly a positioning issue (marketing) but they’re

notoriously bad at managing customers. 

D: How are these capabilities deployed within the company? 

R: In the engineering technology side obviously. That’s one of the reasons why they’re not customer oriented. The focus has been on 

technology. 

D: How do these add to Telkom’s overall success, how critical are these capabilities and over what time period will they remain critical? 

R: They are very critical and will always be critical because something that comes with the technical capability is a learning capability. So to 

move from the analogue systems that they used to have to digital systems to an investment in knowledge which helps them to move from digital 

to broadband and will probably help to move to the next technology like optic terrabeam or whatever it ease. But the important thing is that 

there is a learned experience in doing that which is critical i.t.o. the companies capability but is also critical i.t.o. competitive advantage because 

those things are hard to relearn. So for anybody coming in it might be easy to acquire the technology but it hard to acquire the experience of 

how to apply the technology in a particular market. The learning curve is a very important facet of the market and one must not underestimate it. 

D: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

R: I.t.o the future the network is critical. Skills to run that network, to build the network, to maintain that network, to engage the technology to 

continuously improve that network is always going to be critical to success. What could happen because of competition is there could be a stage 

where the network could be a disadvantage to you because you’ve invested so much. Let’s say they’ve spent 30 billion on a fibre optic network 

and it gets bypassed because of terrestrial wireless technology which becomes so advanced you could plug an aerial out your window to use you 

telephone. The ease of implementing or replicating such a system could easily disrupt the existing technology. The ability to be usurped is 

somewhat dependent on technology but probably more dependent on sales and marketing. Even in other countries the fibre networks are still 

very strong. They’ve taken a beating but are still very strong. They likely to lose marketing share but will still be around. So networks and skills 

are very important. Probably the more important issues are the soft issues. Organisational culture, business processing and the ability to 

innovate both from a technical perspective and from a service perspective. Customer inertia is probably the biggest thing in favour of Telkom 

but the reality might be that the technology might be so cheap that the customer will move to an aggressive player who could slash prices by up 

to 50%. But the reality is that Telkom will have a major market share. The organisational culture and its response to competition will probably 

be more important than the technology issue. The customer might not move for a 10% drop in price but he sure will move if his pissed off. He 

might even pay a little bit more if he knows he can go somewhere else just to say take your service and shove it. The problem is if the culture is 

“ this is who we are, take it or leave it.” If that is the case the ability for a new entrant to taker market share is high. 

D: Where should these resources be located within the company? 

R: The culture issues go across the organisation. There’s no doubt about it. Certainly customer care, the billing systems, the help desk. 

D: How would these resources add to competitive advantage? 

R: They maintain your customer base which is the biggest issue. 
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D: How will people, technology and business processes used to transform inputs to outputs? 

R: I don’t know. That depends on what Telkom want to do but I suspect what they will have to do is go for an e-business model. Integrating 

their functions in different ways. I suspect for example I have a cellphone, an ISDN line , a land line, television licence and I’d receive one bill 

for all. Similarly, I can see my bill on the Internet but I have to fill in this horrible green form if I want to change my details. Part of the strategy 

will be to do everything via the web but I think integrating in the sense that people in billing will know what the people in accounts are doing. 

Also maintenance and installation. A thin organisation where you put something in like a request for a line and it goes from one end of the 

organisation through to the other in 24 hours. The actual installation takes 48 hours rather than 28 days. 

D: Where will these complimentary resource combinations be employed? 

R: These types of things need to done across the organisation. You can’t do it in one area. 

D: How would this different in other companies? 

R: Look, everybody is moving in that direction. The point is not many companies have got it right. With a big organisation it’s even more 

difficult because they’ve got a lot more processes to integrate. There are lots of companies that are getting it right. Insurance companies are 

getting it right. That’s an interesting example. The retail companies, Woolworths and Pick ‘n Pay are good examples. 

D: How easily would complementary resource combinations duplicated by a competitor? 

R: I think it is actually difficult to duplicate. Precisely because organisations are very different. Duplicating the integrating activities means 

duplicating the organisation and you actually can’t do that. It’s very difficult to do that. There might be a generic model but the way it’s applied 

typically gives competitive advantage. 

D: Why would it be difficult to duplicate? 

R: Precisely because organisations are very different. Duplicating the integrating activities means duplicating the organisation and you actually 

can’t do that. It’s very difficult to do that. There might be a generic model but the way it’s applied typically gives competitive advantage. Also 

there is what I call tacit knowledge built into the people and processes which is not written into as manual. That knowledge you can’t replicate. 

D: What would you consider to be the key capabilities and core capabilities required by Telkom? 

R: I think the issue of service delivery, service culture would be key. The other issue would be focus. Telkom probably does 50% percentage 

more than most other telco’s do in the world. It does everything from selling telephones to fixing lines when they’re down. Many companies 

don’t do that. They’re either network providers or operators, product equipment someone else does, maintenance someone else does, installation 

somebody else does. Service delivery and customer culture are going to be critical. You can’t duplicate this. Once you create this you create a 

customer experience. You can buy some of the technology, you can employ some of the people but it’s difficult to duplicate. 

D: How would you view each capability in terms of importance? 

R: Firstly, customer care, product development a bit, but it’s the customer interfacing side, sales people, marketing people. Thos are the first 

line. The next line would be you back office type people. Your billing, processing accounts. It’s easy to have a call centre. 

D: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

R: Firstly, customer care, product development a bit, but it’s the customer interfacing side, sales people, marketing people. Thos are the first 

line. The next line would be you back office type people. Your billing, processing accounts.
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Elton Brand – Maintenance Planner Eskom 

D: What do you consider to be tangible and intangible resources/assets in Telkom? 

E: Telkom’s network and infrastructure would be seen as tangible. I am not sure what would be an intangible asset to Telkom. 

D: Where can they be found within the company? i.e. within the corporate structure and/or geographic location 

E: Tangible assets are found nation-wide. 

D: Which of the resources do you consider to be key in Telkom? 

E: Its people, their individual contribution together with technology will ensure competitiveness and profits. 

D: Do these resources/assets have the potential to grow? 

E: Definitely, technology is ever-changing but successful implementation is highly dependent on the people’s contribution. 

D: How do you think Telkom uses the combination(s) of people, technology and business process? 

E: I am not sure but, I would imagine that the business process supports its technology and people 

D: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

E: No. 

D: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

E: I wouldn’t know. 

D: How are these resources/assets combined to create competitive advantage? 

E: Don’t know really. Only once competition is introduced could you maybe measure whether there is one. 

D: What do you consider to be Telkom’s key and core capabilities? 

E: Communications. 

D: How are these capabilities deployed within the company? 

E: In the technology sector. 

D: How do these add to Telkom’s overall success? 

E: From a technology view point, I don’t think anything is lacking, Telkom is capable of handling all customer needs. The question around 

customer service might be a grey area. 

D: How critical are these capabilities and over what time period will they remain critical? 

E: Very critical and will remain critical as continuous technological advancements take place all the time. 
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D: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

E: Skills, is it important that the individual has both the technological expertise as well as a dedication and commitment to keep the customer 

happy. This is applicable to all levels of staff. 

D: Where should these resources be located within the company? 

E: Throughout the business. 

D: How would these resources add to competitive advantage? 

E: Well, if you can ensure a happy customer and have zero or minimal complaints, I don’t see why the customer will be looking at an 

alternative. The only real reason to explore other avenues, might be cost.  

D: How will people, technology and business processes be used to transform inputs to outputs? 

E: Technology is an easy one, it’s a case of having a good model replaced by a better one. Business processes are as successful as the people 

driving them. The important thing is that all levels of staff are made aware of where the company is today and what its future aspirations are. 

Only once this is accepted, can you have a commitment to achieve acceptable outputs.  

D: Where will these complimentary resource combinations be employed? 

E: Same as earlier above: Throughout the business. 

D: How would this different in other companies? 

E: It would not. 

D: How easily would complementary resource combinations duplicated by a competitor? 

E: I am not sure. 

D: Why would it be difficult to duplicate? 

E: No comment. 

D: What would you consider to be the key capabilities and core capabilities required by Telkom? 

E: Maintain customer satisfaction. 

D: How would you view each capability in terms of importance? 

E: Vital to keep customer happy. 

D: How critical would these capabilities be? 

E: Highly. You need to be confident all the time that you are doing your utmost for the customer, so that in the event of possible competition, 

your customer base is guaranteed to stay. 



C

O

P
Y
R

I
G

H

T
 
U

C

T

Applying a resource-based strategic framework to assist Telkom attain competitive advantage sustainability 
in a fully competitive market 

Andrew Barendse and David Gordon  
MBA 2000 

D: How easily would core capabilities be duplicated? 

E: Not easily, organisations have a history of wanting to do things differently and not necessarily better. 

D: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

E: Not in a position to comment. 
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Zaid Barden – Technical Training Specialist  Eskom 

D: What do you consider to be tangible and intangible resources/assets in Telkom? 

Z: Tangibles - information transport network (especially fibre optics), information management technologies and interfaces. Vehicles,

Government funding & tax free, networks in rural areas, property, buildings and infrastructure, servitude’s, internet service provider  

Intangibles - intellectual capital wrt specific technologies used, customer behaviour patterns & profiles, field staff and engineer competencies, 

"brand name", international relationships and adherence to international standards. 

D: Where can they be found within the company? i.e. within the corporate structure and/or geographic location 

Z: Don't know Telkom's structure. 

D: Which of the resources do you consider to be key in Telkom? 

Z: It's existing fibre optic network - it is a natural monopoly and is larger than any existing competitor's.   

D: Do these resources/assets have the potential to grow? 

Z: Yes, it gives the customer and Telkom far greater potential and flexibility for new functions, features and products e.g. internet access 

speeds, more telephones connected per cable, e-commerce for banking institutions, businesses and ordinary customers. 

D: How do you think Telkom uses the combination(s) of people, technology and business process? 

Z: Flexibility and expansion is not what customers are presently asking for, although it's what it's biggest customer (government) wants.  

Reliability, customer service and correct billing is an issue for most customers. 

D: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

Z: Not necessarily as their technological solutions are not totally of South African origin.   

D: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

Z: By using a diversification strategy for on its services e.g. call-more time, identicall, etc. using unique technologies and pricing strategy. 

D: How are these resources/assets combined to create competitive advantage? 

Z: By encouraging brand loyalty through the interconnection of specialised technologies only available from Telkom and by expanding its 

telecommunication network to rural areas.  

D: What do you consider to be Telkom’s key and core capabilities? 

Z: It's large sophisticated telephone line network, which spans throughout the country.  It's relationship with large customers such as the 

banking institutions that are wholly dependent on the reliability and availability of the network. 

D: How are these capabilities deployed within the company? 

Z: Key customer focus departments. 

D: How do these add to Telkom’s overall success? 
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Z: Large businesses & institutions cannot easily change providers without having to ignore the costs invested into establishing the network and 

infrastructure.

D: How critical are these capabilities and over what time period will they remain critical? 

Z: Only until these customers have overcome the need for a hard network, say through the use of cell phones, and they can ignore the existing 

network costs. 

D: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

Z: The internet is fast becoming an accepted means of communication between customers and business, etc.  It should develop its internet 

service provider capabilities to accommodate these potential future needs, however this will not make them immune to competition, but at least 

create a temporary barrier to entry.  The development of South African solutions by South African's for South African's could put them in a 

unique position to provide services that cannot be easily duplicated on the international arena. 

D: Where should these resources be located within the company? 

Z: In the Research & Development Department. 

D: How would these resources add to competitive advantage? 

Z: The development of South African solutions by South African's for South African's could put them in a unique position to provide services 

that cannot be easily duplicated on the international arena.  Also the support, maintenance and repairing of these solutions will most likely lie 

solely in Telkom. 

D: How will people, technology and business processes used to transform inputs to outputs? 

Z: The investing in people's skills, knowledge and understanding wrt imaging technologies would do well to produce innovative South African 

solution e.g. 3M.  Develop staff competencies in the customer service area and the demise of the "you owe me" culture can change the work 

ethic to be more output focused.  The removal of middle management in favour of technically competent staff with leadership capabilities could 

reduce salary costs. Profit incentives for staff and/or shares in the business.  Decision freedom to front-line staff to pay (limited amount) back to 

customers in the case when Telkom has clearly erred.  This will encourage customer loyalty as well as Union loyalty. 

D: Where will these complimentary resource combinations be employed? 

Z: Research & Development, Technical Training & Development, Organisation Development. 

D: How would this different in other companies? 

Z: Other companies may already have this capabilities and resources but it does not have customer loyalty yet and the South African unions are 

much stronger here than in other countries. 

D: How easily would complementary resource combinations duplicated by a competitor? 

Z: The South African people cannot be easily duplicated but they can be bought. 

D: Why would it be difficult to duplicate? 

Z: How can you copy "gam"? 
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D: What would you consider to be the key capabilities and core capabilities required by Telkom? 

Z: People development in technology, research & development  and service excellence.  Establishing customer loyalty. 

D: How would you view each capability in terms of importance? 

Z: Service Excellence and customer loyalty. South African innovations. Satisfied technical staff (R&D) 

D: How critical would these capabilities be? 

Z: Very critical 

D: How easily would core capabilities be duplicated? 

Z: Don't know 

D: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

Z: R&D, Customer services. 
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Robert van Zyl : Manager, Technology Network Services 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

R: Under tangible, the NNOC. The NNOC is one of the most modern of its kind and puts Telkom in a commanding position with regards to 

centralised network management (e.g. reconfiguration and monitoring). The competitive advantage that the NNOC affords Telkom should not 

be underestimated. One of the key factors in the future success of Telkom will be its flexibility in terms of services rendered and the quality of 

these services.  Without affective national co-ordination of its vast network neither of these will be attainable.  This will become even more 

crucial in the New Generation Network, where Telkom will have to “merge” different technology types (both new and old) into a very complex 

packet based framework.  Of course the NNOC also plays the very important indirect role of enhancing the perception of Telkom with the 

general public by catching their imagination.  This impacts positively on the perceived value of Telkom, which will benefit our listing on the 

stock exchange – money that Telkom can use to increase its competitiveness. 

Then there are the billing platforms. This is a non-obvious asset simply because it works so efficiently.  One rarely experiences late or incorrect 

bill statements.  Furthermore, Telkom was one of the first Telco’s to introduce flexible billing based on a per-second basis.  (You may have to 

check this, but still, I’m sure Billing is one of our flagship assets.) 

Then there’s the extensive undersea fibre optic cable network.  This network is our gateway to global wide-band services and interconnectivity.

It is doubtful that any new competitor will invest in similar ventures because of the massive costs involved.  It will make much more business 

sense to hire bandwidth from Telkom.  In this case, I believe Telkom will retain its exclusivity and can be used effectively to enhance its 

competitiveness. 

Note:  I have specifically not listed Telkom’s existing network as a strategic asset.  In many instances a high price is paid to ensure inter-

compatibility in the inhomogeneous network consisting of new and old (legacy) technology.  Competitors will be able to build a uniform next 

generation network in certain focussed areas with far less operational cost than the existing network. 

Under intangible, our dedicated and experienced technical staff.  In an operational business such as a telco, an experienced workforce gives the 

company a competitive edge over start-up companies (at least for while).  

Telkom’s vigorous support of staff training through CFL and the development of a highly skilled postgraduate engineering corpse in its Centre 

of Excellence program will prove to be pivotal in an open telecommunications environment. 

A: Where can they be found within the company i.e. within the corporate structure and/or geographic location? 

R: The NNOC – TNS (Centurion)

Undersea optic fibre cable – TNS (Atlantic/Indian Ocean entering at Melkbos) 

Billing platforms – Sales (various centres) 

Extensive investment in training – CFL, Universities, Technikons 

Dedicated and experienced technical staff – every work phase and division 

A: Which of the resources do you consider to be key in Telkom? 

R: The NNOC and the roll out of Next Generation Network (NGN) 

A: Do these resources/assets have the potential to grow? 

R: Yes, NGN is the future of telecommunication. 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 
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R: I am of the opinion that Telkom is structured vertically with no, or very little, lateral cross-functional co-ordination.  Processes in some 

divisions sometime overlap, or contradict, similar procedures in other division.  There are various exercises underway, notably in TNS, to 

rectify the situation, but I’m sure much can still be done.  I am not familiar with the processes in the other divisions. 

A notable positive step in TNS was the establishment of the Build Management Center, incorporating the previous Construction and Project 

Management Sections.  The network roll out is as a result much more co-ordinated and manageable.  Information systems tracking build

projects have been developed by BMC to enhance he manageability of the build process.  This is an excellent example of people, technology 

and processes combined into an overall process to improve our service to the customer. 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

R: Yes, by virtue of our exclusivity. 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

R: It is impossible to prevent good practices form being adopted by other companies.  The only way to stay ahead is to continually develop and 

improve on existing processes. 

A: How are these resources/assets combined to create competitive advantage? 

R: Customer service is enhanced through better project tracking and management. 

A: What do you consider to be Telkom’s key and core capabilities? 

R: Adaptability to change – CORE 

If one thing has been proven the last few years, then it surely must be Telkom’s and its people ability to adapt quickly to restructuring.  

Telecommunications is an ever-changing industry.  Internal structures have to mirror and cater for external market expectations.  Restructuring 

has therefore to be accepted in principle and implemented by its entire staff.  There are exceptions, but it is my view that Telkom staff is well 

equipped to deal with this dynamic environment.  (Simply compare ours with those of other parastatels (?) where the urgency of market-related 

performance has not even been put on the table.)  

A: How are these capabilities deployed within the company? 

R: Restructuring has been accepted by all as inherent to the success of Telkom.  Each employee therefore contributes to Telkom’s ability to 

change.

A: How do these add to Telkom’s overall success? 

R: Although the benefits are not always apparent at this moment, structural flexibility will in the near future prove to be extremely important in 

Telkom’s survival growth. 

A: How critical are these capabilities and over what time period will they remain critical? 

R: Indefinitely.  If Telkom stagnates, so will its revenue.  It is always easier to change the hard ware (network) than it is to change people’s 

perceptions.  The difficult path of restructuring has at least prepared the workforce for a dynamic working environment. 

Note:  It may seem that Telkom, according to me, does not posses truly crucial capabilities at this very moment.  I believe this to be true in the 

sense that much of Telkom’s success at this stage is owed solely to its exclusivity. 
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A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

R: Tangible: New Generation Network services – anything, anytime, anywhere  

Intangible: Human resources – skilled and well motivated work force 

A: Where should these resources be located within the company? 

R: TNS to build and manage first class network 

Marketing and Sales to effectively sell these services and initiate innovative products to the consumer 

Staff development at external institutions or internal (CFL) 

A: How would these resources add to competitive advantage? 

R: Skilled staff will build and maintain excellent services, which will be effectively marketed and sold to consumers.  Remember that any 

competitor will be able to deliver the any number of services to the customer.  However, the success of the company relies on all three 

components to act as one unit: network, staff and sales. 

A: How will people, technology and business processes used to transform inputs to outputs? 

R: End-to-end project management in TNS, with projects tracked daily on a central information system, improve our service delivery targets by 

identifying problems proactively rather than reactively.  This illustrates the intricate interrelationship of people (managing the process and the 

customer), technology (information system hardware) and business processes (procedures compliant to the information tracking system) for the 

collective good. 

A: Where will these complimentary resource combinations be employed? 

R: TNS (although similar programmes will also assist other divisions) 

A: How would this different in other companies? 

R: Unsure 

A: How easily would complementary resource combinations duplicated by a competitor? 

R: This will be difficult, since the particular process mentioned above developed from a need for more effective management of projects.  And a 

need is only identified through practice and experience (which Telkom has in abundance). 

A: Why would it be difficult to duplicate? 

R: Inexperience (see also above) 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 

R: Good customer care – key. Managing flexible, scalable, affordable and reliable services - core 

A: How would you view each capability in terms of importance? 

R: Good customer care will help retain the revenue base – important. 

Managing NGN type services efficiently will increase the revenue base enormously– most important 
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A: How critical would these capabilities be? 

R: Both must be viewed as extremely critical to Telkom’s survival.  These are the only factors that can set Telkom apart from its competitors. 

A: How easily would core capabilities be duplicated? 

R: Management of the NGN – Telkom will have more experience, which will give it a competitive edge initially.  Experience must either be 

bought (taking over Telkom staff) or gained (in service operation) by the competition; both of which are costly and therefore difficult to 

implemented by competition. 

A: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

R: Combination of all of the above.  Telkom will have to put more horizontal cross-functional processes in place to co-ordinate and effectively 

manage the new generation network.  NGN is all about anything, anywhere, anytime.  No single division can successfully ensure this motto. 
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Dr Faizel Mulla : Independent Business Consultant 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

F: Tangible: Telkom's infrastructure - buildings, office and IT and telecoms equipment, vehicles, products.  Intangible: human resources, 

technological skills and capabilities, service. 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location? 

F: The change in the intangible resources and assets within corporate is beginning to filter down towards the staff. 

A: Which of the resources do you consider to be key in Telkom? 

F: Service 

A: Do these resources/assets have the potential to grow? 

F: Always 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

F: What is evident is that Telkom has shown that they are willing to learn and the improvement in the efficiency of their service implies a that 

successful combination of people, technology and business processes is being put in place. 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

F: There is no competition to Telkom so a comparison cannot be made as to whether the resources or assets are unique. 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable?  

F: Refer to Question 6 

A: How are these resources/assets combined to create competitive advantage? 

F: They could be used more efficiently, thus making services and products available at a much lower cost to the consumer. 

A: What do you consider to be Telkom’s key and core capabilities? 

F: Again this is difficult to compare as there is no competition. However,  I would assume it to be their technical skills. 

A: How are these capabilities deployed within the company? 

F: The foreign partners have been successful in instilling a culture of learning and OD. Telkom has been able to expand its service and product 

range - a feat only capable if you have the correct technical and knowledge skills. 

A: How do these add to Telkom’s overall success? 

F: Increasing your service and product range and improving on them continuously will add value to your success. 

A: How critical are these capabilities and over what time period will they remain critical? 
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F: These are ABSOLUTELY CRITICAL. You are a telecommunications service provider and the only one AT PRESENT. If Telkom does not

function at the" edge of chaos" you will become extinct in a few years once the new telcos arrive on the scene. 

A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

F: LEADERSHIP RULES! Get rid of the deadwood/hedgehogs from the company. Employ the foxes.   Do scenario planning, strategic audits,

balance scorecards, BPR, ABC accounting practices and game theory. Find out what is happening out their from your customer; your future 

competitors, complimentors and suppliers. The numbers will follow! 

A: Where should these resources be located within the company? 

F: At all levels. Change the mindset of the company. 

A: How would these resources add to competitive advantage? 

F: Telkom is already here. If you think that your core capabilities are good, then improve them some more. Redevelop your business idea again. 

A: How will people, technology and business processes used to transform inputs to outputs? 

F: Know  what business your are in. Keep the core business and get rid of the rest. 

A: Where will these complimentary resource combinations be employed? 

F: At all levels. 

A: How would this different in other companies? 

F: There are no other telcos to compete with. 

A: How easily would complementary resource combinations duplicated by a competitor? 

F: Your foreign competitor has a head start on you on the international market. Although you may have the monopoly on infrastructure in SA it 

will not take long for them to not only duplicate but improve on what Telkom has merely because of their international experience, low costs 

and the speed at which they could deploy new systems. 

A: Why would it be difficult to duplicate? 

F: This question is redundant in reference to Q 19. 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 

F: All your capabilities ( technical, personnel, management etc) are in the process of  improvement except your cost structures. Nothing else 

will matter. 

A: How would you view each capability in terms of importance?  

F: Technical (1), personnel (2), management (3), 

A: How critical would these capabilities be? 
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F: Without them you would be in the copper, glass and plastic recycling business. 

A: How easily would core capabilities be duplicated? 

F: You have no competitor to compare you with. 

A: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

F: All of them  
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Danie Manel : Senior Manager, Access Network Operations 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

D: Tangible: Buildings, vehicles, Infrastructure/switches, technology 

Intangible Employees, Expertise / Knowledge, Brand name / Logo 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location? 

D: Tangible resources will be concentrated mostly from Line Management up in the structure and Intangible visa versa.  

A: Which of the resources do you consider to be key in Telkom? 

D: Employees and telecommunication assets (Modern switches).  Employees grow (not in numbers) within the company by being innovative

and developing those ideas to enhance the company’s performance.  Telecommunication assets are used over and over again to generate

money/revenue. 

A: Do these resources/assets have the potential to grow? 

D: Training the employee and trying to instil a spirit of ownership and loyalty will cause growth in the workforce.  Equipment however will 

eventually show growth once the break-even point has past and it is purely generating revenue. 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

D: Telkom have obtained/purchased technologies to be deployed in the field/access network without training the staff that should deploy these 

technologies and without considering the return on investment.  Inter departmental co-operation is also lacking.  Processes are being put in place 

and should bring these 2 (two) into harmony and our employees should be used to its fullest. 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

D: No 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable?  

D: These 2 (two) resources ain’t even harmonised, so we don’t even strive towards creating something rare. 

A: How are these resources/assets combined to create competitive advantage? 

D: Telkom does not have a competitive advantage yet, due to our own negligence because our customer service and satisfaction is low and our 

turn around time on stock / products is to slow. 

A: What do you consider to be Telkom’s key and core capabilities? 

D: To provide telecommunication services. 

A: How are these capabilities deployed within the company? 

D: Telkom is divided into different units (businesses), meaning that the draftsman, planner and installer of the cable reticulation reports to an 

executive and the fitter/faultsman installing the actual product used by the customer reports to a different executive. 
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A: How do these add to Telkom’s overall success? 

D: Accountability is better delegated as fixed and managing these smaller businesses is 

easier.

A: How critical are these capabilities and over what time period will they remain critical? 

D: Very critical and over the next 3 (three) years it will be crucial. 

A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

D: a)  Employees with telecommunication skills and to a high degree a compliment of employees with IT skills and knowledge.  b)   Employees 

that is customer driven.  State of the art network (modern).  Sales and Marketing team with product knowledge and also as insight of the 

network. 

A: Where should these resources be located within the company? 

D: Marketing can be centralised and the other functions should all be decentralised. 

A: How would these resources add to competitive advantage? 

D: Our advantage will be centralised in our Telecommunications and IT employees, complimented by a knowledgeable Sales team.  If the 

aforementioned is working together its results will be twofold in-that it will increase customer satisfaction which in turn will result in 

better/higher revenue. 

A: How will people, technology and business processes used to transform inputs to outputs? 

D: Inputs can only be transformed into positive and effective outputs, when innovative and skilful employees have a selection of modern 

technologies to choose from to satisfy the customers needs and effective processes is in place to manage cross-functional co-operation.

A: Where will these complimentary resource combinations be employed? 

D: Depending on the function, I would assume that it must reside at executive level. 

A: How would this different in other companies? 

D: It is easier to manage and adhere to processes in a single Telkom business unit because it is less complex, therefor a single Telkom business 

unit represents any other company which is less complex. 

A: How easily would complementary resource combinations duplicated by a competitor? 

D: Should the competitor focus on a specific area, I reckon it would not be difficult, because Telkom is vast and to neglect a specific is easy. 

A: Why would it be difficult to duplicate? 

D: To duplicate it in size and number of product will be very difficult because time will not allow that. 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 
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D: Our core capability will be network deployment and our key capability will be how we manage and maintain that network. 

A: How would you view each capability in terms of importance?  

D: First core, than key capabilities because core where we specialise and generate revenue and our key capabilities will be the process followed 

to maintain that level of satisfaction. 

A: How critical would these capabilities be? 

D: Very critical as this will depend on Telkom’s survival in the open market 

A: How easily would core capabilities be duplicated? 

D: Not very easily because of the size and complexity. 

A: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

D: Both in the developing of our markets and customer care and satisfaction. 
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Franklin Pieterse : Regional Executive, Customer Services 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

F: People (t), network infrastructure (t), customers (I) and know-how (i). 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location. 

F: Wherever Telkom has a presence 

A: Which of the resources do you consider to be key in Telkom? 

F: Customers and people. 

A: Do these resources/assets have the potential to grow? 

F: Yes. 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

F: Reasonably effectively with room for optimisation. 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

F: Yes, in SA but typical to Telco operators world wide.   

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable?.  

F: By practising confidentiality restrictions, through exclusivity, by rewarding the people fairly well.  

A: How are these resources/assets combined to create competitive advantage? 

F: Telkom mainly buys the technology but develops its people. Most staff has a strong loyalty to the company and do not believe they have 

alternatives.

A: What do you consider to be Telkom’s key and core capabilities? 

F: Its network management, and pockets of excellence on service delivery. 

A: How are these capabilities deployed within the company? 

F: The company has spent much on the NNOC to be able to optimise the network. Now better utilisation will result in improved efficiencies. 

A: How do these add to Telkom’s overall success? 

F: Its network is the main source of revenue. Well-managed network does improve call revenue as its main source of income. 

A: How critical are these capabilities and over what time period will they remain critical? 
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F: It is most critical now but will only remain critical to the extent that Telkom can out pace the technological advances and it is able to compete 

in a changed regulatory environment. 

A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

F: Creativity, Innovation, empowered people able to learn and apply faster than any competitor, an even more robust network infrastructure able 

to meet the new demands of customers and the industry. 

A: Where should these resources be located within the company?  

F: The resources should be throughout the company and the network where the demand exists. 

A: How would these resources add to competitive advantage? 

F: It will allow the company to adapt faster than the competitors and provide services that a changed market will want. It will enhance customer 

loyalty.

A: How will people, technology and business processes used to transform inputs to outputs? 

F: In some ways it will be the same three components but in another way it will be the ability of the people to innovate, technology to be 

compatible and processes to adapt that will be different. The key therefore is to change in sync with the market demands, which will be ever 

changing.  

A: Where will these complimentary resource combinations be employed? 

F: It must be employed in a dispersed manner so that innovation and adaptation is not monopolised but rather liberated. Control and 

standardisation will be less of an issue and empowering the resources to adapt faster will be more of a challenge. 

A: How would this different in other companies? 

F: It may be different in companies which are more commodities based and less impacted by the technological developments of the microchip 

revolution. 

A: How easily would complementary resource combinations duplicated by a competitor? 

F: Competitors can also buy technologies and deploy a network and provide all the bells and whistles but may not be able to imitate innovation 

and adaptation in products and services. 

A: Why would it be difficult to duplicate? 

F: Innovation by definition is unique. Companies tend to be set on standardisation. A more flexible arrangement may be harder to beat. 

However it will not be impossible for other to also create it own innovation then it boils down to who is more creative than the other. 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 

F: It is innovation and creativity, an ability to translate technology into products and services and speed, quality and service excellence.

A: How would you view each capability in terms of importance? 
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F: Most important is creativity and innovation but equally important is the ability to be relevant to consumer demands, especially stimulated 

demand. 

A: How critical would these capabilities be? 

F: Very critical if the company is to be competitive. It is a matter of fastest finger first. 

A: How easily would core capabilities be duplicated? 

F: It should be duplicated within the company through it becoming the culture and standard expectation for the company. It will be less easily 

duplicated else where if the company is able to stay ahead of the competition. 

A: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

F: These need to be found through out the organisation. Product development should not be the sole duty of such a division but the organisation 

as a whole should be encouraged to contribute in this regard as the operation staff often identify what needs to be done to be better. So too if a 

culture of creativity, innovation and service excellence is established then growing markets and enhancing revenue happens spontaneously and 

all employees feel part of the business.  
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Don Cain: Vice President, Federal Relations, Ameritech 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

D: I consider Telkom’s tangible resources to include all of its physical assets.  Telkom’s physical assets include its network, plant and facilities.

Other tangible resources include PCs, software, directory assets, inventory, etc.  Intangible assets include goodwill, brand recognition, creative 

and intellectual capacity of the employee body. 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location? 

D: Tangible assets can be identified and found pursuant to Telkom’s financial and business records.  In addition, its tangible assets can be 

identified from an internal and/or external audit.  Intangible assets can be identified within the personnel records contained in the corporation.

Intangible assets such as goodwill, brand recognition, etc. may be identified through external events, such as: customer surveys, media events, 

award recognition, etc. 

A: Which of the resources do you consider to be key in Telkom? 

D: The key assets are primarily Telkom’s almost universal telecommunications network and its people.  Telkom’s network provides its 

customer services that generate necessary revenues and earnings.  The network also allows for adaptation and migration to advanced services 

that will benefit Telkom and its customers in the future.  Telkoms employees hold the key to the company’s creativity, innovation and customer 

service.  Such ingredients will enable the long-term success of Telkom. 

A: Do these resources/assets have the potential to grow? 

D: Absolutely.  If Telkom meets its customers’ needs and finds solutions to customer’s communications problems, it will grow and prosper. 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

D: Telkom is a picture of South African society.  This society is experiencing a very dramatic transition.  Accordingly, I would give Telkom an 

“A” for effort regarding the combination of people, technology and business.  While this grade may compare well with other South African 

businesses of similar size and makeup, it does not compare well with global competitors.  This is the very reason the government gave Telkom 

5 years to transform the company.  Is this enough time to transform the company?  Only time will tell. 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

D: The only thing that could be considered unique regarding Telkom’s asset/resource use could be the training and pronounced advancement of 

a protected class of workers. 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

D: Telkom must ensure that its workforce represents the gender and racial makeup of South African society.  As importantly, Telkom must 

ensure that its employees are educated and take pride in customer service.  Such a combination will be rare in South Africa and very hard to 

replicate.

A: How are these resources/assets combined to create competitive advantage? 

D: Telkom’s first to market advantage is helpful.  Telkom’s training initiatives related to technology, customer care and sales should prove 

beneficial.  Telkom’s name recognition with customers is advantageous.  The reach of Telkom’s network and the ability to leverage new 

services that utilise existing transport medium is a plus. 
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A: What do you consider to be Telkom’s key and core capabilities? 

D: I consider Telkom’s connection to the end user customer to be its key capability.  That connection to residential and business end users 

coupled with the ability to deliver voice and data traffic to the callers’ desired location is noteworthy.  In addition, Telkom’s recent deployment 

of an all digital ATM network is critical in keeping large business users on the network.  Telkom will have to continue to migrate toward a 

packet switched environment to stay relevant.  

A: How are these capabilities deployed within the company? 

D: Telkom has upgraded its network over the past four years from analogue to digital.  In addition, it is embarking on a path to deliver business 

customers IP-based services when required by the customer. 

A: How do these add to Telkom’s overall success? 

D: Migrating to a digital network has allowed Telkom the ability to offer a number of new custom calling features that add to customer 

satisfaction and loyalty as well as enhancing Telkom’s profitability. 

A: How critical are these capabilities and over what time period will they remain critical? 

D: Over the next 5 to 10 years Telkom will convert from a copper-based circuit switched network to an IP-based fibre optics network.

A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

D: Hopefully, Telkom will be able to earn on the facilities it has deployed in the ground in South Africa during the next 3 to 5 years.  Telkom 

will need to hold on to as many good employees as it can during this time period. 

A: Where should these resources be located within the company? 

D: Telkom’s finance, network and strategic planning leadership team should determine how long the company can earn on current investment 

and when it needs to migrate to an IP-based network.  In addition, Telkom’s human resources organisation coupled with Telkom’s departmental 

leadership should implement a retention program to keep its valuable employees. 

A: How would these resources add to competitive advantage? 

D: A steady and growing revenue stream coupled with a reasonable expense control effort will allow Telkom the profit margins that will attract 

additional capital as well as provide the capability of internal funding to grow the business by investing in new plant.  In addition, by retaining 

its key leadership talent, Telkom will have the wherewithal to compete in the marketplace.

A: How will people, technology and business processes used to transform inputs to outputs? 

D: Execution is one of the primary keys to success.  Given appropriate technology coupled with good leadership and talented management and 

staff, Telkom will continue to be successful.

A: Where will these complimentary resource combinations be employed? 

D: These complimentary resource combinations should be employed throughout the organisation.   

A: How would this different in other companies? 

D: Successful companies will follow the model I’ve described in my answers.  Unsuccessful companies will fail in one of the critical categories. 
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A: How easily would complementary resource combinations duplicated by a competitor? 

D: The telecommunications business is a capital-intensive business.  However, I believe that the phenomena of convergence will allow

duplication by a number of competitors.  Such competition will come from wireless providers and from direct broadcast satellite companies.  In 

addition, competition will appear in the form of another landline operator.  One must also be prepared for niche competitors in South Africa.  

For instance, some companies will only want to serve the high speed broadband needs of high-density business customers. 

A: Why would it be difficult to duplicate? 

D: While Telkom’s ubiquitous last mile facilities may be difficult to duplicate in the form of another landline operator, wireless and satellite 

competitors will not have such difficulty. 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 

D: People and access to the latest in mass market technology. 

A: How would you view each capability in terms of importance? 

D: I think people are a company’s most valuable asset.  Any company with adequate funding can purchase and deploy technology. 

A: How critical would these capabilities be? 

D: Attracting and retaining good people is key to any company’s success.  Access to appropriate technology and the funding and deployment of 

such is also critical. 

A: How easily would core capabilities be duplicated? 

D: While not impossible, duplication of the aforementioned core capabilities is not easy. 

A: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

D: Throughout the organisation. 
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Chose Choeu: Executive, Government Relations, Telkom 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

C: Due to time constraint I will mix both the tangible and intangible. The gradual manner in which competition is being introduced has enabled 

Telkom to grow into competition. Hence the regular retort, “we are ready for competition”. How ever later in my answer I will state this as a 

“negative” intangible resource. Diverse, competent and knowledgeable operations staff [engineers in the telecommunications field. No other 

company in Africa has the same number of telecommunications engineers and technicians like Telkom. Telkom feeds the Telecommunications

industry in Africa with telecommunications knowledge.] 

International expertise brought in by international strategic equity partners.  

A knowledgeable and well-respected Chairman of the Board. 

A Board of Directors that boast diverse membership from across all strategic industry in South Africa, the USA and Malaysia. The inclusion of 

labour is an ace that will ensure future good labour relations, especially, during competition. 

A ubiquitous network that is found at all strategic points in South Africa. 

Government support [70% owned by the state]. The state will like to see Telkom succeeding. 

Favourable legislation that protects Telkom against competition for a period of five to six years]. 

Telkom’s successful rollout programme up to date is an advantage in that it assures all concerned that it “can” deliver on its promise. 

Telkom Brand [the second most visible in South Africa]. 

Improved corporate governance. 

Monopoly. 

Incumbency. The international record shows that most incumbent companies succeed in a competitive environment because of their dominance 

of the market. 

A deep understanding of the socio-econo-politico environment, in which it operates as evidenced by its successful BEE programme, good 

relations it enjoys with legislators and local government structures. 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location. 

C: Both within the corporate structure and geographic location. 

[Telkom’s relationship with government is a very important resource and it is found outside Telkom. This relationship is very important because 

is sine qua non to being in the industry… you get your operating licence (whether you are privately or state owned) from government; 

government determines policy that will dictate the regulatory environment in which you operate, government sets down obligations associated 

with your operating licence, etc, etc..] 

A: Which of the resources do you consider to be key in Telkom? 

C: Expert staff, relationship with government and regulator, diverse Board leadership and business acumen and present favourable

telecommunications Act 103 of 1996.  

A: Do these resources/assets have the potential to grow? 

C: Yes 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

C: In a disjointed manner. However, this problem had being recognise and hence the implementation of I Care/Flothru and other computer 

based applications that will harmonise the usage of people, technology and business. At this stage the right hand of Telkom knows what the left 

hand is doing but they are not able to influence each other because they are hooked to two different brains. The process of fusing the two brains 

is going on and it is very painful.  
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A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

C: No. 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

C: I do not know of a strategy that has being adopted by Telkom that will ensure that their complementary resources stay rare and inimitable. 

A: How are these resources/assets combined to create competitive advantage? 

C: A number of haphazard attempts at restructuring Telkom’s operations had tried to address the disjointed nature of its operations and 

resources utilisation. The determination and drive to deal with the problem is there what is lacking has being the ingenuity. 
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Adrian Cornelius: Business solutions Consultant, Telkom 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

AC: Tangible assets: Voice and data network infrastructure. 

Commercial and billing platforms to invoice usage appropriately 

Information systems to keep track of usage, and monitor the network 

Ownership of core and access networks 

Intangible: Integration of systems needed to leverage customers multifaceted needs 

Skills to migrate to new technologies 

Regulatory clout to enforce rulings in favour of Telkom 

Ability to dictate the technology direction in SA telecommunications market 

Ability to dictate to suppliers favourable operating and financial conditions 

Ability to force customers in a specific technology direction (monopoly power) 

Leverage telecommunication skills into other application driven fields e.g. e-commerce,  

multimedia, mobile telephony. 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location 

AC: Intangible assets are skill based and exist in technological expertise fields.  Financial and regulatory skills reside in those departments.  

Strategic skills reside in top management.  Tangible skills reside in the operations of the network department 

A: Which of the resources do you consider to be key in Telkom? 

AC: Skills base is key, and the systems to integrate various telecommunications are key to offer a holistic suite of products and services 

A: Do these resources/assets have the potential to grow? 

AC: Yes provided they are nurtured and the skill base continuously updated. Systems need to be updated, and integrated further so that products 

can address evolving needs. 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

AC: There is a lack of integration and cross functionality , but certain customer facing departments are trying to integrate services into one 

package. Technology is a moving target, and there needs to be more rapid adoption of new areas. However the main problem is that systems 

linking skills to technology to business processes need to be revamped. 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

AC: No there is no uniqueness about the deployment of people and assets. However the fact that they own the core and access networks makes 

it impossible for competitors to enter. 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

AC: They need to develop more proactive systems to leverage the power and gains they have in an established network. 

A: How are these resources/assets combined to create competitive advantage? 
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AC: Competitive advantage in Telecomms in a deregulated market is a result of being responsive to market needs. These needs are evolving and 

also reliability of service offerings. Key to solving this would be a customer service department which integrates all the facets of the business 

and is customer facing. Integrated systems are the key to staying ahead of the technology race and also leveraging existing power in certain 

areas (e.g. core network) to new technologies. (voice over IP, multimedia) etc. 

A: What do you consider to be Telkom’s key and core capabilities? 

AC: Key capabilities are the existence of an organisation that can deploy virtually any technology to leverage existing networks, in order to 

provide solutions to customers 

A: How are these capabilities deployed within the company? 

AC: The capabilities tend to be very dispersed and not linked by procedures and systems 

A: How do these add to Telkom’s overall success? 

AC: Telkom’s success is more as a result of independent areas of profitability rather than an integrated service offering.  The company operates 

and almost different independent business units with different profitability streams. Integration of management systems is providing more 

integration.

A: How critical are these capabilities and over what time period will they remain critical? 

AC: Critical capabilities are entrenched in the financial, marketing, operational, and strategic procedures that govern the company. But because 

the skill base and the technology base are continuously changing and the networks will be totally different in about 5 years. There needs to be a 

more integrated and focused approach to providing telecommunications solutions. 

A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

AC: Needs to mainly skill based, more application driven, and there needs to be a great investment in the ability to provide more bandwidth at 

reduced cost reliably. 

A: Where should these resources be located within the company? 

AC: Primarily in the marketing and operations department. Marketing should determine the best new applications and operations implement 

them. 

A: How would these resources add to competitive advantage? 

AC: Competitive advantage would be simply speed to market, and by integrating marketing and operational areas, a focused offering

would be easier and quicker to market.  Competitive advantage in telecomms is responsiveness to customer application needs and also the 

reliability of the service offering.

A: How will people, technology and business processes used to transform inputs to outputs? 

AC: The goal of Telkom should be less a wholesale provider of bandwidth and more application driven, marketing and operations need to be 

more integrated and focused. 

A: Where will these complimentary resource combinations be employed? 

AC: Mainly in marketing and operations 
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A: How would this different in other companies? 

AC: Other companies in the same area, probably need the same focus. 

A: How easily would complementary resource combinations duplicated by a competitor? 

AC: Not if the internal systems are good, functioning well and responsive. 

A: Why would it be difficult to duplicate? 

AC: Because the ability to follow market trends would be a function of internal systems and pure bandwidth provision would not give the 

billing, marketing and operational expertise that would be necessary 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 

AC: These would be responsiveness to new technology and the ability to leverage existing networks to provide reliable operations. Key to this 

would be the ability to ramp up the bandwidth of networks to drive the company into providing application based solutions instead of being a 

supplier of bandwidth. Core capabilities involve the ability to migrate to new technology and to reconstitute the skill base of the company 

A: How would you view each capability in terms of importance? 

AC: Skills first, systems second 

A: How critical would these capabilities be? 

AC: Very critical. 

A: How easily would core capabilities be duplicated? 

AC: With difficulty 

A: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

AC: These are mainly a function of marketing and operational areas. Marketing providing the compass to track new developments on an 

application level and operations being able to respond to demands. 
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Ashiek Manie, Deputy CEO, Intekom 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

AM: Physical Network Infrastructure, technology, assets (tangible) 

Human expertise -engineers, telecomms experts, software experts,  marketing and sales, business solutions and services (intangible) 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location 

AM: TNS, Information Technology,  Marketing, Sales – Business Units - nationally  

A: Which of the resources do you consider to be key in Telkom? 

AM: Network infrastructure, technology and human resources. 

A: Do these resources/assets have the potential to grow? 

AM: Yes 

A: How do you think Telkom uses the combination(s) of people, technology and business process?  

AM: Telkom has engaged in Business Process Re-engineering  over the past few years. The workflow processes have improved, departments 

have been restructured and services have been become effective.  

People- training, incentives, efficient 

Technology – R&D, reward innovation, new technologies. 

Business process – new strategies, customer care, strategic relationship with suppliers 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

AM: No 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

AM: Through continuous renewal and innovations – e.g. Prepaid, Technology Convergence(wireless, satellite, ADSL technologies. 

Investing in human resource development  – CFL courses, training. 

Ongoing re-engineering. 

A: How are these resources/assets combined to create competitive advantage? 

AM: Within the current exclusivity period, Telkom is attempting to get competitive advantage through  extend its network infra-structure as 

widely as possible, building an efficient high-speed infrastructure, deploying leading edge technologies, developing human expertise and 

implementing bold business strategies. Telkom is entering the data management game in a big way. Through its strategic relationships and 

maintaining a leaner, and more efficient organisation, Telkom is entering non-traditional (POTS) markets – such as offering total solutions, 

programme management, business consulting, satellite services, internet.

A: What do you consider to be Telkom’s key and core capabilities? 

AM: Network and IT expertise. 
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A: How are these capabilities deployed within the company? 

AM: Efficiently 

A: How do these add to Telkom’s overall success? 

AM: They are critical

A: How critical are these capabilities and over what time period will they remain critical? 

AM: They  will remain critical for a long time and even  become more critical as Telkom enters the open market and move up the value chain of 

services to offer. 

A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

AM: IT specialists, network specialists, engineers, business consultants, market strategists, new technologies and business applications

A: Where should these resources be located within the company? 

AM: In their respective business units according to the workflow plan to be reviewed on an ongoing basis as part of Business Process Re-

engineering. 

A: How would these resources add to competitive advantage? 

AM: They are key to Telkom’s Competitive advantage. 

A: How will people, technology and business processes used to transform inputs to outputs? 

AM: Through efficient and effective workflow processes, effective systems and business models and effective deployment of the core 

capabilities

A: Where will these complimentary resource combinations be employed? 

AM: In virtual teams, matrix organisation, deployed according to projects. 

A: How would this different in other companies? 

AM: They may be stuck in business units, and work as silo’s in specific departments. 

A: How easily would complementary resource combinations duplicated by a competitor? 

AM: Not  easy 

A: Why would it be difficult to duplicate? 

AM: Telkom is big enough to afford and retain the human expertise, fund research & development initiatives. Telkom also has access to the 

expertise of its global partners – SBC and Malaysia Telekom 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 
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AM: Key – Human expertise – technological, business expertise (strategy, business consulting, customer service) 

Core – Technology, networks,  

A: How would you view each capability in terms of importance? 

AM: All mission critical  

A: How easily would core capabilities be duplicated?

AM: Not easily 

A: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

AM: TNS, IT, Market development, product development, customer care 
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Eric van Dieman, Market development Manager, Telkom 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

E: People. Knowledge. Telecommunications/technology assets (cables, switches etc.). Goodwill. Brand equity. 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location 

E: Corporate structure and geographic location. 

A: Which of the resources do you consider to be key in Telkom? 

E: People. Telecommunication assets. People/employees add value by coming up with innovative ideas. Building core competencies around 

people. Telecommunication assets can be used over and over again to generate revenue. Employees can use these resources be it the billing 

system, the platforms to come up with innovative ideas that will meet the need of the customer. 

A: Do these resources/assets have the potential to grow? 

E: Yes by training, cultivating a winning culture with employees it can grow. The equipment side of course will depreciate, however it can be 

utilised to its fullest over the life span 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

E: At the moment their is still a lack of optimising these combinations. Many of the technologies has been bought without taking in 

consideration return on investment. This however can easily be done when one is the monopoly. The processes within departments are fine but 

inter-departments are still lacking co-ordination. Our employees are also not utilised to its fullest. In some cases yes, and others no. Sales and 

marketing might work well together , but sales and technology networks might differ. 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

E: No 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

E: We don’t strive towards that. 

A: How are these resources/assets combined to create competitive advantage? 

E: We don’t have a competitive advantage yet. Our product turn around is slow, our service must improve, so we not their yet 

A: What do you consider to be Telkom’s key and core capabilities? 

E: To provide telecommunication services and solutions. 

A: How are these capabilities deployed within the company? 

E: We are divided in functional work groups to provide service to the customer. In other words the person installing the phone reports to a 

Executive, the person installing the cable reports to an executive etc. We are not business units that does the end to end process.

A: How do these add to Telkom’s overall success? 
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E: It makes the managing and accountability easier, however, this still creates a silo mentality and working together difficult.

A: How critical are these capabilities and over what time period will they remain critical? 

E: Very critical and will be critical for the next two years. 

A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

E: Employees with IT and Telecommunication skills. Marketing people with product knowledge. Dynamic customer service employees.

Modern network. 

A: Where should these resources be located within the company? 

E: Marketing central and other regional and central. 

A: How would these resources add to competitive advantage? 

E: It will be difficult to compete with Telkom when you have IT and Telecommunication experts. The above mentioned resources if applied 

properly will satisfy the customer and therefore increase revenue. The products that are being developed, the service that will be provided, the 

network offerings will market itself to the customer. 

A: How will people, technology and business processes used to transform inputs to outputs? 

E: The right technology being used and managed by skilful employees and there is a process to manage that and a process to interlink 

departments the inputs will be transformed quickly and effectively to outputs. 

A: Where will these complimentary resource combinations be employed? 

E: It depends on the functions. However I would say that it must start at corporate level. 

A: How would this different in other companies? 

E: There have to be a process for each combination. 

A: How easily would complementary resource combinations duplicated by a competitor? 

E: In smaller companies and less complex companies its easier to manage these processes. Telkom with many products, many people, many 

type of networks their has to relationships between Departments, technologies, inter -departments, head office and regions etc.

For a big company with the size of Telkom it would be difficult. Telkom is trying all combinations while it still the monopoly and also being 

assisted by SBC who went through the process from monopoly to private market. So a new operator will take time to duplicate, however if it 

focus on certain issues it might have it much easier. 

A: Why would it be difficult to duplicate? 

E: The competencies that Telkom would develop through this time with its employees, technology and process will have time and experience

behind it. 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 
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Network deployment and management 
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Johnny Jalin, Executive, Strategy, Telkom 

A: What do you consider to be tangible and intangible resources/assets in Telkom? 

J: Trained Staff. Specialised Skills 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location 

J: Trained staff- everywhere 

Specialised skills- critical areas such as IT, TNS 

A: Which of the resources do you consider to be key in Telkom? 

J: Specialised skills- first target for Head-hunters. Specialised staff performed tasks that are critical to Telkom’s operations

A: Do these resources/assets have the potential to grow? 

J: Yes 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

J; For competitive advantage e.g. ICare/FlowThru 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

J: In most cases, yes. 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

J: By adapting best practices from various Telcos and customising them to Telkom SA environment, & using one TurnKey Vendor who is 

bound by confidential clause 

A: How are these resources/assets combined to create competitive advantage? 

J; Provision of World Class Customer Care and Service Action Solutions 

A: What do you consider to be Telkom’s key and core capabilities? 

J: Trained Staff. National Coverage. Nationwide channel to market. SEPs. 

A: How are these capabilities deployed within the company? 

J: Everywhere 

A: How do these add to Telkom’s overall success? 

J: Provide Telkom with the ability to serve customers everywhere  

A: How critical are these capabilities and over what time period will they remain critical? 
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J: Critical all the time 

A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

J: Key skills. Knowledge. Worldclass network 

A: Where should these resources be located within the company? 

J: Everywhere 

A: How would these resources add to competitive advantage? 

J: See previous answers 

A: How will people, technology and business processes used to transform inputs to outputs? 

J: Utilising world class processes

A: Where will these complimentary resource combinations be employed? 

J: Everywhere 

A: How easily would complementary resource combinations duplicated by a competitor? 

J: Technology can be duplicated, but processes and staff attitude are hard to copy 

A: Why would it be difficult to duplicate? 

J: Soft skills and attitude take time change 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 

J: Ability to respond to change 

Competitor knowledge 

Customer care and support system 

Delivery and service activation system 

A: How would you view each capability in terms of importance? 

J: Customer care and support system as #1 

A: How critical would these capabilities be? 

J: All critical 

A: How easily would core capabilities be duplicated? 

J: Technology can be duplicated, process take time to be duplicated 

A: Where would these core capabilities found (product development, market developments, customer care, etc.)? 
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J: Everywhere 
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Usmadi Othman, Senior Manager, Strategy, Telkom 

A: What do you consider to be resources/assets in Telkom (tangible and intangible)?  

U: Employees, Infrastructure, Cash/Capital and Telkom brand name 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location.

U: In Telkom 

A: Which of the resources do you consider to be key in Telkom?  

U:  Infrastructure and Employees 

A: How do these resources add value to Telkom?  

U: Employees – knowledge, experiences. Infrastructure – covering almost whole S Africa 

A: Do these resources/assets have the potential to grow? 

U: Yes 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

U:  By putting right people to implement right technology with the right process. Example Flow Through 

A: Do you think the way in which Telkom uses/combines them add value? 

U: Not 100% 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

U:  No answer yet 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable?  

U: Difficult to stay rare unless, we have super creative workforce 

A: What do you consider to be Telkom’s key and core capabilities?  

U: Market penetration and experience employee 

A: How are these capabilities deployed within the company? 

U: Creating more services 

A: How do these add to Telkom’s overall success? 

U: More services hopefully create more revenue 
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A: How critical are these capabilities and over what time period will they remain critical? 

U: We need to deploy more services at the lower cost. 

A: Where are these core capabilities found (i.e. product development, customer service etc)? 

U: Within whole organisation 

A: What would you describe as the resources/assets required by Telkom (tangible and intangible) in the next 3 - 5 years? 

U: Knowledge workers, scale infrastructure (i.e. NGN), Partnership to provide solutions 

A: Where should these resources be located within the company? 

U: Difficult to judge now 

A: How would these resources add to competitive advantage? 

U: To prepare Telkom for competition 

A: How would it add to the value of Telkom? 

U: Don’t know 

A: How should these assets be marketed effectively? 

U: Partnership / Joint Venture 

A: How will people, technology and business processes used to transform inputs to outputs? 

U: Re-deploying people 

A: Where will these complimentary resource combinations be employed? 

U: No answer 

A: What would be the relationships between the resources in the respective combinations? 

U: No answer 

A: How would this different in other companies? 

U: No answer 

A: How easily would complementary resource combinations duplicated by a competitor? 

U: No Answer 

A: Why would it be difficult to duplicate?



C

O

P
Y
R

I
G

H

T
 
U

C

T

Applying a resource-based strategic framework to assist Telkom attain competitive advantage sustainability 
in a fully competitive market 

Andrew Barendse and David Gordon  
MBA 2000 

U: No Answer 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 

U: Knowledge workers, Advanced Infrastructure, Right partnership 

A: How would these capabilities be deployed within the company? 

U: No answer 

A: How would you view each capability in terms of importance? 

U: Equal importance 

A: How critical would these capabilities be? 

U: Very critical 

A: How easily would core capabilities be duplicated? 

U: Telecommunication is a big business. Most of the strategy cannot be hide for long before someone duplicated, but at least we can be a head 

of competitors. Refer to Sing Tel 

A: Where would these core capabilities found (product development, market developments, customer care, etc.)? 

U: Difficult to access now 
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Gabiel Celli, Executive, Regulatory Relations, Telkom 

A: What do you consider to be resources/assets in Telkom (tangible and intangible)? 

G: Intangible resources: Technical knowledge, Ubiquitous network, Well recognised brand, Strategic equity partnership knowledge and 

experience. Tangible resources: Customer Base, Billing system, Exclusivity, Network deployed. Also the High technical quality of network and 

skill base to support network 

A: Where can they be found within the company? i.e. within the corporate structure and/or geographic location 

G: Mostly throughout the company 

A: Which of the resources do you consider to be key in Telkom? 

G: Network deployed, Technical quality of network, Skill base that supports network, Capital, Customer base, Billing system. 

A: How do these resources add value to Telkom? 

G: Not addressed 

A: Do these resources/assets have the potential to grow? 

G: Yes, except exclusivity 

A: How do you think Telkom uses the combination(s) of people, technology and business process? 

G: Fair 

A: Do you think the way in which Telkom uses/combines them add value? 

G: Yes 

A: Is the way in which Telkom uses these resources/assets unique? If yes, how so? 

G: Not addressed 

A: How does Telkom ensure that these complementary resource combinations stay rare and inimitable? 

G: Built in protection (Copper in the ground cannot be easily replicated). Prevent certain regulatory actions. Modernise and digitise its entire 

network. 

A: How are these resources/assets combined to create competitive advantage? 

G: Not addressed 

A: What do you consider to be Telkom’s key and core capabilities? 

G: Local loop. Billing system. National network operations centre. Regulatory and legislative capabilities. Ability to protect local loop for as 

long as possible. 
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A: How are these capabilities deployed within the company? 

G: Not addressed 

A: How do these add to Telkom’s overall success? 

G: Not addressed 

A: How critical are these capabilities and over what time period will they remain critical? 

G: Not addressed 

A: Where are these core capabilities found (i.e. product development, customer service etc)? 

G: Not addressed 

A: What would you consider to be the key capabilities and core capabilities required by Telkom? 

G: Segmented marketing (different core capabilities required for different market segments). Total solution provider (sell solutions not 

facilities). Strategic alliances with content providers (leverage network). Exploit convergence. Flexible and effective product development 

(ability to go to market fast, capable of responding fast to change in markets). Radio based IP protocol network. Regulatory and legislative 

capacity to influence and change 
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