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Exercise two

1. 	As the first to set up telecommunication infrastructures, systems, and services in the United Kingdom, BT is recognized as a first-mover in the telecommunication industry. Discuss advantages and disadvantages of being a first mover like BT.

A: Advantages and disadvantages for a first mover like BT can be listed as follows: 
Advantages:
· building brand loyalty,
· technological leadership, 
· pre-emption of scarce resources, and
· exploiting switching costs 

Disadvantages:
· higher spending on R&D, 
· the need for supplier development, 
· distribution channels creation, 
· enabling technology development, 
· complementary goods production, and 
· learning customer requirements.


2.	Compare and contrast being a first mover in a service sector (e.g., telecommunications) and in a manufacturing sector (e.g., Sony or Airbus). Discuss opportunities and threats for first movers in each sector.

A: Students should address the general advantages and disadvantages mentioned above, and specify (compare and contrast) them for manufacturing and service sectors separately. They should consider the intangibility and heterogeneity of services (compared to manufacturing products) too.  
Because of less technology or know-how embedded in the service sector (compared to manufacturing), "early followers" and "late entrants" can possibly catch up the first movers quickly. 

3. 	When it comes to global expansion and setting up affiliates abroad, how is a service company’s focus different from that of a manufacturing company? What elements are necessary for a service company to achieve global success? What are the obstacles to global expansion?

A: One of the main characteristics of service is “customer integration” which means participation of the customer in service production and/or delivery. This significantly affects the service operations globally. In the global expansion of a service, the geographical distance between service provider and customer affects the possibility and/or efficiency of service delivery and the cost of moving service providing factors to service delivery location. Moreover, because of direct contact between customer and service resources, many service elements are perceived directly by the customer. Service elements are usually very dynamic and cannot be planned in advance. In expansion of a service globally, this can make more problems. In different cultures, several behaviors are perceived differently. This cultural difference makes global service delivery complicated. 
Considering those factors, global service providers like BT should take key factors like customer integration and cultural gaps into consideration. They can also try to separate the service production and service delivery stages and minimize customer integration. 

4. 	Why do you think BT is losing its market share to smaller companies in the UK? Explain.

A: Lack of flexibility, higher price and very high competition on quality of services (e.g. broad-band speed) are the main areas which BT faces challenges in.  With significant investment in new technologies, BT tries to be a first-mover in the global telecommunication business. This leaves them less room to compete on price in the very competitive market in the UK. 

5. 	What challenges do you expect for BT in international markets?
· Global competitors with advanced technologies and massive investments in research and development.
· Emerging low-cost competitors from Asia.
· Global economic crisis which has slowed down the development plans (as major market for BT).
Increase in operational and research and development costs.



