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MORAN TECHNOLOGY LTD.   
It will be useful to read Parts 2, 3 and 5 and chapters 2, 13, 18 and 21 of Campbell, Edgar and Stonehouse Business Strategy: an introduction to help you get to grips with all of the important themes in this case study.
Introduction and Background

Moran Technology Ltd (MTL) is a large and growing technology-driven company specialising in all forms of corporate communications. The company was founded in 1980 by David Moran, one of the first modern computer science graduates. David saw an opportunity in the coming deregulation of the telecommunications industry and the commercial opportunities that this was certain to bring. When later the mobile phone revolution started, he was one of the first movers to buy wholesale access to networks, which he then sold on as part of corporate communications packages, for which he charged a single price to customers and clients. As with many other similar providers, MTL moved into internet and television and other satellite communications as these became more widely available. MTL now also offers internet-based broadcasting services and the company now also provides videoconferencing and other corporate visual links. 

David grew the company from a small start up in 1980 to revenues of £7 million by 1990 and then floated the company to family and friends. In 1992 a minority shareholding of 49.9% was acquired by RCC, a London based venture capital firm. This injected £30 million and provided the basis for expansion and consolidation. Since then, David has remained as executive chairman. The Chief Executive Officer (CEO) is Myra Hinds, who came to MTL on the insistence of RCC and as a condition of their backing. For the last eleven years, David and Myra have overseen a programme of steady growth, business consolidation and the development of a clearly understood strategy and business model. Accordingly, MTL has grown on the basis of its stated core values, business model and strategic absolutes which are:

· to respond to all customer demands within 24 hours

· to have an outline plan for product and service delivery within 48 hours

· to produce estimates for work within 5 days and firm quotes within 10 days

· to never change a quote once it is delivered unless the customer or client radically changes their specification or makes additional demands.

MTL charge premium fees in return for assured levels of quality and reliability. MTL’s reputation is therefore based on good value and assured service levels and technological excellence, and an absolute commitment to meet all deadlines and tender values, i.e. to never overrun or be late in delivery. Other than a short term job which it had to pick up when one of the other early commercial start ups defaulted, the company has never been late in delivery over the entire history of the company.
The core product is a complete bespoke corporate communications package, which consists of landline and mobile telephone services, internet and intranet provision, which MTL design, install and maintain. MTL charge a single fee for the system design, installation, maintenance, hardware provision, staff training and troubleshooting. The company then charges a flat monthly fee for the duration of the contract. For additional fees, MTL will also supply, maintain and service additional hardware, software, upgrades and changes. The great benefit to customers and clients is that corporate and telecommunications becomes a fixed and assured cost, never wavering or changing much however the systems are used. In terms of crisis management, MTL give an assurance that they will be on site in six hours for all locations except China and India, where the time frame is twenty four hours.  

MTL’s head office is in Holborn in the centre of London. It has a commercial development centre in Manchester in the new business park at Salford Quays, where new products and services are developed and where there is also a technological research laboratory. 

The competitive environment

The telecommunications industry is one of the world’s largest. The niche in which MTL operate is the corporate communications market, which in 2011 is worth approximately £19 billion in the UK. Much of the market is dominated by subsidiaries of BT, Vodafone, Orange and Microsoft, but there is a steady demand for quality niche players like MTL which provide the services described above, especially with the opening up of parts of the public sector to a range of technologically-driven products and services. 
This niche in which MTL operates is estimated to be worth approximately £1.9 billion at present. How it is to grow is unsure - much will depend on the ways in which the public sector’s requirements for this kind of technology.
In the corporate communications sector, MTL’s main competitors are:

· PAS: Based in the city of London, it is the largest company working in the telecommunications sector with a capital base of £200 million and revenues of £120 million. Most of this revenue comes from mobile phone hook-ups with retailers such as the Carphone Warehouse and Phones 4U. PAS have only a small position within the corporate communications sector. 
· Redstone: Also based in the city of London, and whose revenues come entirely from the financial services sector. Redstone is a technology consulting company which has gone into the corporate communications field only because they were asked to do so as part of a project management contract they were completing for Barclays.
· Touchbase: Based in Edinburgh and with offices and a research centre in Plymouth and Slough. Touchbase has a capital base of £90 million and the company overall has revenues of £300 million, though the bulk of this comes from supplying communications hardware on licence from Sony Ericsson. For the past three years, Touchbase have operated a very profitable niche in the corporate communications sector. 
· Whittle: Based in Cardiff, with a structure that allows for operations anywhere in the UK at twenty four hours’ notice. Whittle have a long standing arrangement (but not a formal contract) with Accenture and Ernst and Young to pick up any specialist work in corporate communications from them on an individual contract basis.
· ICL: Based in Leeds, and which operates a business model and structure based entirely on outsourcing. ICL has only fifteen full time employees. The company made its name by being the only specialist company which has targeted the public sector and has therefore enjoyed a successful and profitable period virtually without competition. However, they have a reputation for being expensive and late, the quality and reliability of their own subcontractors is variable, and they also charge heavily for maintenance and upgrades.
The revenues for MTL are given in Appendix 1 and the revenues for each of the competitor companies from the corporate communications sector are given in Appendix 2.
MTL’s present position

As a result of its growth, MTL now has revenues of £144 million per annum, and a capital base of £120 million. MTL employs 900 staff in three main divisions as follows:

· Commercial: employees deal with existing and new customers and clients. There are 650 staff in 44 countries around the world. The commercial division staff are engaged in project management, project design, and commissioning work once contracts have been agreed. Because of the service levels, the employees have to be expert, committed and flexible – i.e. able to move very quickly at short notice. Employees in the commercial division are also required to generate new business and sales prospects, but there is not much pressure here because since much of the work MTL has secured is as a result of recommendations, repeat business and long term contracts. 
· Enterprise: there are 200 employees working on new product development and the production of add-ons, ancillaries and product and service upgrades for existing customers and clients.
· Database solutions: this is a specialist division which manages large company databases on a contracted basis. The database solutions division employs 50 employees, engaged primarily on security and troubleshooting issues. They also advise on upgrades and data processing and access issues if required to do so.
In these divisions, MTL has a reputation for being an excellent employer. Wages and salaries are high and on the increase, with career prospects and the potential for employees to take on a variety of work given serious consideration. The only minor complaint from staff has been that it is difficult for those in database solutions to move into other areas of the company.
MTL’s new venture

Four years ago, MTL opened up a fourth division: Public Services. The stated aim was to take advantage of the ever-increasing amount of work in the public sector that is being outsourced. Much of this work is technologically-driven, so MTL is well placed to take advantage of whatever might come along. The public sector contracts are understood to be high value and long term, and if the company can get itself onto the lists of preferred providers this would mean a lot of extra business. MTL created the Public Services division from among its existing staff, and while this has been successful in terms of being able to offer a good range of services, there have also been a few problems. 
In pursuit of gaining a foothold and presence in the public services domain, two years ago MTL bought up SHRC, a public service specialist online recruitment company, for £10 million. This was based on a strategic growth plan, partly as a way in to the sector, and partly to gain an immediate and substantial client base on which to base further business development in MTL’s own specialist services and expertise. However, almost for the first time, MTL found itself having to face substantial operational problems, and this delayed the development of the new customer bases. 
The problem with SHRC
One of SHRC’s main platforms was an online job application system for junior doctors in the UK NHS. Rather than writing to hospitals for their first and second job appointments, junior doctors filled in SHRC’s website based questionnaire and application form. Completion of the questionnaire and application form gave a ‘points score’, and from this score decisions were made anonymously by a centrally-based HR and job offers system in relation to the range and location of opportunities. SHRC had taken the contract for ten years, based on a standard outsourcing model of service delivery in return for assured levels of fees delivered from the public purse.
The relationship had come about as the result of an initiative which was devised and implemented by a think tank at the central policy offices of the NHS. Reporting directly to the Secretary of State for Health, the stated aim was to cut out bureaucracy and waste, and reduce the time taken to fill specific junior doctor posts. Interviews were to be removed, so that prospective junior doctors would simply be notified by email of where they were to be located, the hospital that they would be working for, and the specific department to which they would be attached in the first instance. 

The system caused controversy and many difficulties. It quickly became apparent that the database itself was not secure, which led to allegations made by students and junior doctors that their applications had been tampered with or altered. There was also no guarantee of the integrity of the form completion process and in many cases forms that had been fully filled in were incomplete when they were downloaded by prospective employers. Additionally, prospective employees had not been told why they were or were not successful with their applications, and why they had, or had not, been given particular jobs. Candidates had little or no chance of visiting the prospective placement in advance of their date for starting work. Consultants and more senior staff were also being given no say in choosing those with whom they were going to have to work, and as the minimum placement for such positions is normally six months, there is great potential for conflict. Since the takeover, MTL have had to deal with these problems and with disaffected individuals, as well as trying smooth over issues with respect to NHS bureaucracy and the Secretary of State’s office. MTL has also had great difficulty in trying to get clear answers in what is required from them in the coming period from NHS institutions and the Secretary of State’s office.
The problem with Vectis

MTL has also had trouble with its management of technologically-driven hospital, local government and social services. Shortly after the purchase of SHRC, MTL acquired a company called Vectis, which delivered premium rate telephone, internet and television services to NHS patients and staff. Again, MTL bought Vectis primarily for its customer and client base, which included half of the hospitals and doctors surgeries in the north of England. On the face of it this was an excellent deal: MTL paid £1 Million for Vectis, which had stated annual revenues of £9.5 million at the time, and contracts worth potentially £30 million. The services delivered by Vectis included premium rate telephone lines, television packages and internet provision for hospitals. The service to doctors’ surgeries included access to the nationwide NHS database and confidential access to all staff and patient records. At the time of the takeover Vectis was negotiating with local government and social service institutions to develop similar products and services for residential institutions and council offices. Additionally, Vectis had secured agreement from the NHS that they would be able to use the existing database for other, limited and specified marketing and promotional purposes. The original idea was that all of this would be used for health promotions, but many other companies (including Tesco and McDonalds) had become able to use the database and were now promoting their full range of products and services. Vectis had also begun to supply the doctors’ surgeries with electronic patient monitoring systems and electric call signs – the signs telling waiting patients that their appointment was now due and which doctor to go and see. This was to be a contract worth just under £1 million on a one-off basis and with the promise of being able to install and manage the systems driving the prescription drug databases. There was therefore a substantial volume of existing and potential business in place, as well as a large, assured and overtly valuable customer and client base to be acquired. The price at which it was offered looked very good value indeed. 
It is clear, however, that things are not so straightforward. Government policy has changed and the database may not be used for any purposes other than medical and surgical management. Because of budget cuts, no work will be engaged with local government or social services for at least three years. Additionally, NHS restructuring has meant that the state of the technology and database management for health and patient services is now also uncertain, and MTL has been told that it will not receive any fresh contracted work until NHS budgets have been fully appraised and re-cast. Even the one-off (the supply of notices and prescription database management) is now in question as doctors are to be given full budget management responsibilities. Again, repeated requests for clarity from the relevant public offices have been met with what MTL understand to be delays and prevarication.  
MTL is not accustomed to these ways of working. The entire success of the company has been founded on inherent clarity of purpose, and quick and transparent agreement on the basis of contracts. This in turn has been supported by environmental as well as technological and project management expertise and this, along with the speed of movement on which the business model is based, has always been a critical factor and the core of the basic value in MTL’s dealings with commercial organisations. MTL, in the past, has always had customer and client decision-makers - clearly this is not the case with the public service organisations. Despite access to ministerial offices and top and senior managers in government services, Vectis and SHRMC have so far failed to develop their potential. 

MTL therefore has to evaluate its position in relation to the public service work that it was once so keen to get into. It also has to evaluate the role, function and remit of SHRC and Vectis, and its approach to this part of the customer and client base. Above all the whole public service oriented venture needs a clear and positive direction. It is also the case that MTL do not want to lose their core reputation for speed and excellence of service through being associated with public service ventures that either do not deliver, or which suffer from lack of clarity of purpose. 
The existing commercial side of the business remains strong and in many of its markets and locations, business goes on much as usual. MTL has plans for expansion into new markets within the EU, and in the past two years has already gained a foothold in the USA, France, Germany, Saudi Arabia, China and India. There is, however, clear indications that there is to be increasing competition on the domestic front. 
The problem (in so far as there is one) is ensuring that the existing reputation for absolute assurance and product and service quality is not compromised as the company develops and expands. Additionally, Myra has been headhunted by Shell to join them as Chief Operating Office (COO) and is to leave MTL in three months’ time. 

Appendix 1:
MTL Core/Key Company Data

	Turnover (£ million)

	This year
	Last year
	Previous year

	144
	142
	133

	Of which
	
	

	Commercial
	
	

	133
	130
	219

	Enterprise
	
	

	4
	1
	1

	Database solutions
	
	

	3
	3
	2

	SHRC
	
	

	3
	3
	1

	Vectis
	
	

	1
	4
	3


	Net profit (£ million)

	This year
	Last year
	Previous year

	16
	16
	15

	Of which
	
	

	Commercial
	
	

	10
	14
	13

	Enterprise
	
	

	2
	1
	(1)

	Database Solutions
	
	

	3
	2
	1

	SHRC
	
	

	3
	(3)
	4

	Vectis 
	
	

	(2)
	2
	(2)


	Capital structure

	Share Capital
	
	

	94
	84
	49

	Retained profits
	
	

	21
	3
	19

	Long and short term loans
	
	

	5
	20
	2


Appendix 2
Competitors’ data: turnover/sales income (corporate communications activities only)
	PAS

	This year
	Last year
	Previous year

	Commercial
	
	

	190
	170
	168

	Enterprise
	
	

	7
	16
	19

	Database solutions
	
	

	75
	105
	120


	Redstone

	This year
	Last year
	Previous year

	Commerical
	
	

	31
	17
	4

	Public sector
	
	

	4
	3
	2


	Touchbase

	This year
	Last year
	Previous year

	Commercial
	
	

	16
	14
	9

	Database solutions
	
	

	12
	12
	11


	Whittle Telecommunications

	This year
	Last year
	Previous year

	Database management only
	
	

	84
	74
	17


	ICL (public sector only)

	This year
	Last year
	Previous year

	80
	56
	56
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