Reach

Everlasting communications

Dick Simpson has been charged with implementing a series of changes — financial, cultural and technological — at
Reach, the international wholesale operator owned by PCCW and Telstra. He’s bringing three networks into one, changing
the business structures rather than customizing commercial software, and encouraging staff to be fast in their response

to customers’ needs

Dick Simpson: “The marketplace has
changed dramatically. It really is
moving very rapidly in a fast-
changing environment”

The Chinese name, Hang Tung, means “everlasting
communications”, which sounds as though Reach has
been around for decades. Yes, the owners of Reach —
‘Telstra of Australia and PCCW, which owns Hongkong
Telecom — do date back a long time and on the website
the company claims 130 years of experience, but in real-
ity Reach has been in existence only since February
2001.

It’s been a challenge — not only financial, but also
technological and cultural — to bring the internatonal
arms of two major networks together, a move that was
followed by the addition of Level 3% Asian assets in
December 2001.

The financial challenge first. When the company was
set up, as a 50-50 joint venture linking the two share-
holders’ international networks, it had annual revenues
of $1.9 billion but debts of $1.5 billion. Revenues went
down as did those of most competitors and were only
$1.4 billion in 2001: no later figure has been published.

The debt was rearranged in a deal announced in April
2003. Telstra and PCCW agreed to pay $143 million
each in advance for capacity on Reach’s network, but
this would be used to pay back some of the debt. No fur-
ther repayments of the principal are due until the end of
December 2010, at which point the balance — currently
$1.2 billion — will be due in full. Undil this is paid, Tel-
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stra and PCCW will buy at least 90% of their interna-
tonal capacity requirements from Reach.

A few weeks before that, Reach’s owners also replaced
the CEO. Alistair Grieve, who had come from
Hongkong Telecom’s original owner, Cable & Wireless,
left and was replaced by Dick Simpson, former presi-
dent of Telstra’s international arm. The announcement
was made in February 2003,

Cutture and technology

Simpson has now still had less than a year in the posi-
tion, but has had an energetic few months. “Reach is a
very different business than it was 12 months ago,” says
Simpson. In this interview he told Global Telecoms
Business about some of the changes he’s putting into
place. Assuming the financial set up is settled, at least
untl that day in 2010 when he, or his successor, has to
write a few big cheques to repay that $1.2 billion, we
focussed on the cultural and the technological.

But first, why? “Reach is in a very different market-
place than it was born into. The marketplace has
changed dramatically,” says Simpson. “It really is mov-
ing very rapidly in a fast-changing environment. We
have the broadest network in Asia but we have to think
like a service company and we've got to act like a real
service-based company.”

So what things has he been focussing on? “The way
that we would quote and provision a customer,” is the
first example he quotes. “We have had to go about it
very differently to be able to systematize that.”

In the past Reach would have “an extremely local
operation”, where staff would “go out and look for local
loop quotes and then offer the customer a choice of
fibre routes”.

That’s too slow. “What we have now been able to do
is offer a quicker service for the customer,” he says.
“We've been able to say: here is a set a standards, here’s
the route that we'll use and the local carrier we'll use. If
vou want something different, fine, but here’s the Reach
standard.” The point is that “we can get that quotation
done in one fifth the time and with more accuracy”.

Reach’s customers are mainly carriers and “the turn-
around time of quotes and accuracy of quotes are
absolutely paramount”, says Simpson.

It’s a compedtive market, and Reach’s customers are in
a competitive market. “It’s positioning them for success
which is our sign of success. For example if we can work
with provider A and they can get a quote back to their
retail customer ahead of anybody else, that gives them an
out-of-the-blocks running start that most people envy.”

Customers on the whole split into two categories, he
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“Supply is not in
equilibrium with
demand, and
therefore things
will keep moving
around in the
business that
we're in”

points out. “Carriers that are looking for us to fill in

space in the network that they haven’t got themselves,
are one group. The other is formed of carriers, service
providers , ISPs and so on, looking to provide a service
to their own customers. “In that sense they would be a
channel for us,” says Simpson.

[n order to achieve this there have been several pillars
to his strategy. Modernizing the network is one: a chal-
lenge when the economics of long-distance telecommu-
nications are in such disarray. Improving the I'T used to
manage the network is a second. And making the most
of the people from many cultures who work for Reach
1s a third.

Modernizing the network

“Given that there is such volatility in the wholesale mar-
ket, what we've tried to do is manage the things that we
can manage and just prepare ourselves for the fact that
there is volatility,” says Simpson. “Supply is not in equi-
librium with demand, and therefore things will keep
moving around in the business that we're in.”

The challenge is “to have something that we can
maintain as a sustainable difference as we go through
the next couple of years”, he adds. “That’s the basic
thinking on this — manage the things vou can and pre-

pare for things to keep moving.”

Dick Simpson

CEO of Reach since February 2003
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Rustralia, managing the strategic development of the business units and all joint venture operations within
its international portfolio. Was also group managing director of Telstra Onllir mobile, Australia's largest
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So what Reach is trying to do, he continues, is “to get
everything back to the simplest possible framework for
us to i?]]L']‘H‘.’.' .]”[l 1‘]1. CUStOmers to I\'}C dhll_' o access us
from”.

That has meant uniting what was three networks —
[elstra’s, PCCW’ and Level 3's — into one. “It meant
coming down to having two network operations centres
rather than three.” The two handle different compo-

nents and therefore can back each other up, he adds.

“One set of alarms across the entire network. One

n])ul':lring‘ SYSTEMmS across the network. A unified set of

['T systems across it,” he continues.

“When a customer comes in now, when we handle the
quote [-t::‘ {'31L' customer L]lr:lllgh to the Provisic ||!i!1: for
the customer through to — if they activate the service
— the fault management for the customer, everything is
all now on the one system,” he emphasises. “All of the
customer’s history, the location, what they specified, is
now available for us to look at.”

[t sounds simple, he points out. “We made one net-
work, but doing that’s been incredibly complex. We
haven’t quite finished yet.”

The best was to think of Reach is like a merged com-
pany, continues Simpson. “What we had was some net-
works from the old Telstra International operation, and
some systems to go with that — billing systems, alarm
systems, the intelligence on the network. Then we had
a  network from the old Hong Kong
International/PCCW company. And then we had
acquisitions we made from Level 3.”

It was a composite of companies and operating sys-
tems. “What we’ve done is bring them down to one and
just take everything across and make it uniform.”

That’s particularly true of things like alarms, he notes.
“If you had an alarm in one portion of the network vou
couldn’t necessarily see it in another. You couldn't get
access to it and you had to ring the people in the net-
work operations centre. Now, with a unified alarm sys-
tem anybody anywhere on the network will be able to
look at what's going on, and will be able to give the cus-
tomer the status, and see who'’s doing what about it.”

Thats a crucial set in terms of proactively servicing

the customers, he adds.

Technological investment
['hat’s represented a significant effort in operatonal
support systems and other software. “What we tried to
do was pick systems that met the criteria we had,” says
Himpsnn.

He’s a strong advocate of off-the-shelf software — to

such an extent that he has tried to avoid any customisa-

don at all. “We wished to implement

the systems as
standard if we could,” says Simpson. “Therefore we had
to be prepared to change our business to the way the
system ran rather than spend months and months mod-
ifving it.”

So that means — and this is really quite revolutionary,
though it should be welcome to the members of the
TeleManagement Forum and other advocates of tele-
coms software standardisation — that the software
should be left alone and the business should change to fit.

“We think we've selected best of breed, but we have
selected best of breed for the services we want Reach to
deliver in the future,” says Simpson. “We are now busy

changing Reach into that.” It’s been a big spend, which
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