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Rewan Kumar Dahal (Nepal)

INTERNAL BUSINESS PROCESS
PERFORMANCE OF THE
NEPALESE TELECOM INDUSTRY

Abstract

The study looked at the use of internal business process metrics within the perfor-
mance assessment framework of the Nepalese telecom industry. It employed a descrip-
tive study approach and an organized questionnaire survey instrument. The popula-
tion of this study included all of Nepal’s telecom operators and their employees. The
sample organizations from which random sampling techniques obtained the responses
of 318 employees were Nepal Telecom and Ncell. The employees who hold at least of-
fers and above positions at their company were the targeted respondents of the study.
Three parts of the survey questionnaire were set up with 27 questions of different types
to gather data. SPSS (statistical package for social sciences) program was employed
to process and analyze the data. Sixteen measuring variables within four constructs
were examined to assess the IBPP (internal business process performance). Three of
these constructs: operations management ( = 0.229, p < 0.01), customer management
(B = 0.380, p < 0.01), and regulatory and social processes (p = 0.175, p < 0.01) were
found to have a statistically significant and favorable impact on the IBPP while innova-
tion processes (f = 0.024, p > 0.05) was not properly applied and understood in the
Nepalese telecom industry. The findings of this study will help identify the primary
drivers of performance metrics and their relevance in organizational performance for
the Nepalese telecom industry.

Keywords employees, Ncell, Nepal telecom, non-financial
measures, performance
JEL Classification 125,132,186

INTRODUCTION

The performance measurement framework is a set of indicators that en-
able organizations to adequately and proficiently accomplish their ob-
jectives (Ahmad & Zabri, 2016). It is an assortment of processes that
an association uses to monitor its strategy execution, convey its status
and achievement, and influence its stakeholders’ attitudes and activities
(Franco-Santos et al., 2007). The performance measurement system re-
flects the fundamental lens through which individuals ’see’ their asso-
ciation performance. The biggest challenge of modern business organ-
izations is breaking a fundamental rule of performance measurement.
The truth is that even though the majority of the company has become
too sophisticated, performance metrics and measuring systems remain
a stronghold of conventional thought. The significant issue with per-
formance measurement is that the environment has changed; howev-
er, performance measurement has remained almost the same (Spitzer,
2007). Many existing measures seriously restrict performance and pre-
vent changes in a breakthrough performance, especially in knowledge
work and services industries (Kaplan & Norton, 2001).

Various success metrics and assessment methods can transform how
individuals perceive their work, products, and customers in organiza-
tions. Several businesses have sought to reinvent themselves by imple-
menting short-term strategies and improvements in superficial pro-
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cesses, systems, or technology without making any substantial adjustment to the way people see their
organizations and their way of organizations (Dotzel et al., 2013; Farooq & Hussain, 2011; Kaplan &
Norton, 2001; Selvam et al., 2016). Organizational transformation does not entail a significant shift in
organizational structure or processes, but only how to assess the organization, including modifying the
current performance assessment framework (Spitzer, 2007). Out of various transformation steps, this
study concentrated on the performance measures of internal business processes becoming an integral
type of corporate disclosure. The assessments focus on an organization’s activities that delight its cus-
tomers and achieve excellence through continuous process improvements.

Throughout the past few years, analysts and practitioners have emphasized the importance of going
beyond financial indicators to incorporate a greater range of non-financial indicators into an organi-
zation’s performance reporting. Thus, the study focuses on non-financial measures based on internal
business process measurement for the Nepalese telecommunications industry since it is an essential
means of productivity in economies and societies. The industry contributes significantly to countries’
economic activities and other sectors” development (Venkatram & Zhu, 2012).

Liberalization of Nepal’s telecom sector has improved accessibility, availability, and reliability in the quality
and services through private sector participation. Five telecom operators (Nepal Telecom, Ncell, Smartcell,
Hellonepal, and United Telecom Limited) with a wide range of technologies provide services in Nepal. Nepal
Telecom (NT) is a public corporation with over 91 percent holding of the Government of Nepal, while oth-
ers are private companies. As per the Nepal Telecommunication Authority (2020) Report, NT (46.91%) and
Ncell (47.30%) captured more than 94 percent of the Nepalese Global System for Mobile (GSM) market. In
such a scenario, this effort concentrates on applying internal business processes in performance measure-
ment of the Nepalese telecom industry, taking as a sample of two major players: NT and Ncell.

In general, Nepalese organizations failed to realize the real power of measurement. Therefore, the study
proposed a subjective view of performance measurement through a new lens and tried to find the an-
swer: (i) what is the internal business process performance? (ii) why are they needed in organizational
performance measurement systems? And (iii) how do they affect organizational performance?

Measurement is probably one of every organization’s highest leverage practices. When most people
think about measurement, they think about its technical components, such as data collection, process-
ing, statistical calculations, analysis, etc. However, success assessment by incorporating non-financial
measures is far more than number and scorecard tables. Numbers are used in measurement, but it is not
about numbers. It is about perception, comprehension, and interpretation (Spitzer, 2007). If a measure-
ment is done effectively and correctly, it can have a significant positive and transformative impact on its
overall performance. The purpose of the study was to observe the effectiveness of internal business pro-
cess measures in the Nepalese telecommunications industry and aimed to (i) examine the applicability
of internal business process in performance assessment systems; (ii) access important internal business
process performance indicators; and (iii) evaluate the power of internal business processes.

The performance assessment systems focused on financial metrics performed well in the industrial era.
Nevertheless, today, systems are out of line with businesses’ expertise and skills (Kaplan & Norton,
1992). When Kaplan and Norton (1993) analyzed three organizations’ overall performance using a bal-
anced scorecard, this was the cornerstone of non-financial performance metrics in an organizational
performance measuring framework (e.g., internal business processes, consumers, learning and growth,
etc.). Non-financial performance indicators have attracted increased attention from modern business
organizations in recent years as a means of providing managers with more knowledge and insights
(Ahmad & Zabri, 2016). In the context of information technology-based services, non-financial perfor-
mance indicators such as IBPP are significant, even though their everyday activities are more challeng-
ing than those of any other type of association.
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1. LITERATURE REVIEW

AND HYPOTHESES
DEVELOPMENT

ICTs (information and communications technol-
ogies) have transformed the ways of today’s busi-
nesses courses. In the telecommunication indus-
try, the benefit of ICTs has been evaluated by how
they can expand intangible assets like improve
response quality and timeliness, service custom-
ization, and relationship management (Josee et al.,
2016). Information systems used to evaluate indi-
vidual and organizational capabilities are called
corporate performance measurement systems
(Zuriekat et al., 2011). These systems are critical
sources of information about financial outcomes
and internal processes (Yeniyurt, 2003).

Amir and Lev (1996) examined the effectiveness of
non-financial metrics in wireless communication
businesses. They noticed that significant invest-
ments were made in intangibles like research and
development, customer acquisition, franchise de-
velopment, and brand development to ensure the
smooth operations of the businesses. Technology
and communication have historically been allied
with considerable advancements, which has re-
sulted in the telecommunications business experi-
encing a growth pattern that is distinct from that
of other industries (Khanmohammadi et al., 2015).
As a result, technological advancements have
emerged as a strategic resource for telecommu-
nications companies to improve efficiency, con-
trolling operations, productivity, and profitability
(Josee et al., 2016).

The internal business process interventions al-
low managers to recognize essential processes for
achieving customer and stakeholder goals (Kaplan
& Norton, 2001). The internal processes’ primary
concern is to enhance order management, distri-
bution, production of goods, serving consumers
satisfactorily, and increase return on investment
(Farooq & Hussain, 2011). Atkinson et al. (2014)
categorized the internal process measures as (i)
operations management processes (OMPs) that
improve asset efficiency and supply chain man-
agement; (ii) customer management processes
(CMPs) that monitor the process of customer val-
ue enhancement and include selection, acquisi-
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tion, retention, and growth; (iii) innovation pro-
cesses (IPs) that demonstrate the process of deliv-
ering new goods and services; and (iv) regulatory
and social processes (RSPs) which concerns with
the environment, health and safety, employment
practices and community investment. Such initi-
atives incorporate internal business practices to
ensure that the goods and services provided by
businesses meet the needs of their customers and
other stakeholders.

OMPs are the basic set of daily operations that
take inputs, generate outputs, and provide cus-
tomers (Silver, 2004). It is about getting things
done effectively and efficiently in organizations.
Studies showed that measures like assets utiliza-
tion (Majumdar, 1998), excellence in processes
(Muazu & Tasmin, 2017), superior supplier capa-
bilities (Flint et al., 2002; Scheer et al., 2010), better
customer service (Joshi, 2014), business process
reengineering (Khashman, 2019; Mukherjee &
Chatterjee, 2013), time-based competition (Hum
& Sim, 1996; Sapkauskiene & Leitoniene, 2010),
etc., are applicable in the telecom industry to as-
sess the OMPs performance. CMPs broaden and
deepen customer relationships (Kaplan & Norton,
2001). The processes analyze and improve custom-
er-centric issues to gain effectiveness and efficien-
cy within an organization. Based on the literature,
the measures of the processes are acquiring new
customers (Min et al., 2016), satisfying and retain-
ing existing customers (Ali et al., 2010; Ndubisi,
2003), generating growth with customers (Kaplan
& Norton, 1996; Ndubisi, 2003), etc.

IPs produce innovative products, processes, and
services, helping the business enter new markets
and customer segments. Practical innovation
drives customer acquisition, loyalty, and growth,
leading to increased operating margins (Kaplan
& Norton, 2001; Kyei & Bayoh, 2017). It may be
incremental changes to existing goods, making
breakthroughs such as entirely new products and
services, lowering prices, improving performance,
new business models, new projects, and many
other types (Morris, 2013). According to previ-
ous studies, some of the IPs measures in the tel-
ecommunications industry are: designing inno-
vative products and services (Kyei & Bayoh, 2017),
achieving outstanding research and development
processes (Kaplan & Norton, 2001), handling the
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research and development portfolio (Cooper et al.,
1998; Kaplan & Norton, 2001), etc. The reputation
for excellence in RSPs helps businesses recruit and
retain high-quality staff. Managing and reporting
on regulatory and social success across a range of
crucial dimensions such as environment, employ-
ees’ health and safety, employment practices, com-
munity investment, etc., is essential (Atkinson et
al., 2014; Kaplan & Norton, 2001).

A performance assessment framework is used to
measure institutional activities’ efficiency and
efficacy to understand design and usage factors
better. Diverse internal and external environ-
mental factors affect organizational performance
assessment. Measuring business process efficien-
cy includes controlling whole chains of institu-
tional actions that eventually add value to its
customers. An organization can do more with its
existing resources through eflicient business pro-
cesses to increase productivity (Sullivan, 2001).
Academic researchers have noted a strong asso-
ciation between business process efficiency and
organizational performance. Such a relationship
has been observed either as a causal relation-
ship (Melville et al., 2004) or as distinct coex-
isting indicators (Kaplan & Norton, 1996). The
IBPP model is depicted in Figure 1 as a systemic
representation.

Equation 1 described a regression model based on
the framework for IBPP:

Y =a+ BOMPs+ 3,CMPs +
+f,IPs + B,RSPs + ¢,

©)

Where Y -IBPP, o - Constant, 3, , - Estimated
parameters of the IBPP, & - Error term of the
IBPP,

DEPENDENT VARIABLES

Operation Management Processes (OMPs)

Customer Management Processes (CMPs)

Innovation Processes (IPs)

Regulatory and Social Processes (RSPs)

~
—
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OMPs - Operation management processes,
CMPs - Customer management processes, IPs —
Innovation processes, RSPs — Regulatory and so-
cial processes.

In addition to the measured variables, the varia-
bles such as defects in product and processes, re-
liability of equipment, time to resolve customers
concerns, number of environmental and safety in-
cidents, etc., also affect the IBPP, as indicated in
the equation’s error term ({;‘)

The study established the following hypotheses:

H:  Measures in OMPs are used effectively and
efficiently to have a meaningful and impor-
tant impact on IBPP.

H:  Measures in CMPs are used effectively and
efficiently to have a meaningful and impor-
tant impact on IBPP.

H_:  Measures in IPs are used effectively and effi-
ciently to have a meaningful and important
impact on IBPP.

H_:  Measures in RSPs are used effectively and ef-
ficiently to have a meaningful and impor-
tant impact on IBPP.

2. METHODOLOGY

The quantitative research technique was used to
collect the designated respondents’ information
and conducted statistical analysis to evaluate the
opinion and establish the conclusion. Information
was acquired from a primary survey utilizing an
organized questionnaire. The study utilized SPSS

INDEPENDENT VARIABLE

Internal Business Process Performance (IBPP)

Figure 1. The framework of the study
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Table 1. Construct-wise reliability indicators

Construct . Cronbach’s alpha | Average inter-item correlation Observed variables No. of items
OMPs 0876 e 0489 . _VAR_8,9,1011,12,13
CMPs 0.741 0.434 VAR_14, 15, 16
S 0.783 . JOASL .. VAR 17,1819
RSPs 0708 A VAR_20, 21, 22,23 4

Total no. of test-items

version 23 programming to analyze and interpret
information.

The study population includes all the telecom
operators in Nepal and their employees. Two
major operators, NT and Ncell, were the exam-
ple companies as they possess more than 94%
of the Nepalese telecom industry’s market share.
Designated respondents were the employees hold-
ing at least an officer or/and above position in
their company. Using a random sampling tech-
nique, a sum of 318 accurately filled responses was
acquired. The example companies had 1,850 re-
spondents as of February 29, 2020. As Krejcie and
Morgan (1970) and Bowerman et al. (2004) recom-
mended, the example size of 318 was adequate for
further analysis.

The survey questionnaire comprised 27 items and
was divided into three parts. The initial part asked
respondents general and demographic informa-
tion, including seven questions. The subsequent
part requested literature-based IBPP measures,
including 16 queries. The last part requested for
general IBPP and included four queries. The last
two parts centered on IBPP variables, and a pro-
gression of close-ended inquiries was formed to
get the required data from the respondents. All
the survey items of the second and third part of
the questionnaire were assessed on a six-point
Likert-type scale with 1 = strong disagreement to
6 = strong agreement. The six-point scale was cho-
sen to prevent middle-rating indifference.

Both online and field surveys were used to collect
data. An online survey was administered to ap-
proach a total of 500 respondents using a database
provided by the respective sample companies dur-
ing 120-days of March-June 2020. Out of them,
152 responses were obtained and recorded. On the
other hand, a total of 500 respondents were ap-
proached in a field survey. One hundred sixty-six
correctly filled up responses were recorded from
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182, where 16 were refused in data recording be-
cause of incompleteness. Therefore, the study uti-
lized a total of 318 responses.

The reliability of the IBPP measures was evaluat-
ed using Cronbach’s alpha (a« = 0.911) and an in-
ter-item coeflicient (r = 0.389) obtained from 16
observed variables. The construct-wise analytical
reliability indicators are presented in Table 1.

Table 1 showed that all constructs had strong al-
pha values, 0.7 or more, as suggested by Nunnally
(1993). Furthermore, the constructs had an excel-
lent average inter-item correlation coefficient and
dropped in the best scope of 0.15 to 0.50 as pro-
posed by Clark and Watson (1995). The study had
a sufficient example size since the Kaiser-Meyer-
Olkin (KMO) value of 0.894 from 16 observed var-
iables was more significant than an edge worth of
0.5, as suggested by Kaiser (1974). The noteworthy
value of Bartlett’s test of sphericity (2519.343, df
=120, p = 0.000) demonstrated that the observed
variables had some associations with one another.
The constructs’ legitimacy was evaluated through
CR (composite reliability) and AVE (average vari-
ance extracted). As suggested by Hair et al. (2010),
observed variable-wise standardized regression
loads equal to 0.50 and more were engaged into
reflection at the respective constructs for ascer-
taining the CR and the AVE. The construct-wise
validity measures are presented in Table 2.

Table 2. Validity measures

. Constructs
Indicators ; ;
OMPs | CMPs IPs RSPs
CR 083 . 0761 . 0828 . 0745
AVE 0.557 0.524 0.616 0.426

Table 2 showed that all the constructs had CR val-
ues of more than 0.7 and AVE of more than 0.50,
except the RSPs proposed by Fornell and Larcker
(1981). Moreover, they asserted that the latent
construct legitimacy is satisfactory if the AVE is

http://dx.doi.org/10.21511/ppm.19(4).2021.12



less than 0.5, but CR is greater than 0.70. Besides,
Bagozzi and Baumgartner (1994) also stated that
AVE values greater than 0.4 are viewed as accept-
able validity measures. Therefore, all the IBPP
constructs’ had good validity measures.

3. RESULTS

This study was the employees’ assessment of the
Nepalese telecom operators regarding whether the
internal business process indicators were applied
in an organizational performance measurement
framework. To accomplish the study goals, primary
data had been collected from 318 employees of NT
and Ncell through an organized survey question-
naire. The employees were 259 (81.4%) from NT and
59 (18.6%) from Ncell. According to the example
outlined, the respondents’ working department
was from 18.9% general administration; 34.9% ac-
count/finance; 14.8% management; 28.9% techni-
cal/IT; and 2.5% legal. The current working posi-
tion of the employees were: 85.5% officers, 12.6%
managers, and 1.9% executives. Female employees
were comparatively lower than the male employees
in the Nepalese telecom industry. The study cap-
tured 24.8% responses from the female employ-
ees and 75.2% from the male employees, having
distinctive age groups and all seven provinces of
Nepal. More than 92% of respondents had at least
five years’ experience in the telecommunications
sector concerning their work experience years.

A standard multiple regression was carried out be-
tween IBPP as the dependent variable with OMPs,
CMPs, IPs, and RSPs as independent variables.
The IBPP model outline and ANOVA (analysis of
variance) results are displayed in Table 3 and Table
4, respectively. The adjusted multiple correlations

Table 5. IBPP regression coefficients of IBPP

Problems and Perspectives in Management, Volume 19, Issue 4, 2021

were considerably different from zero (F = 71.670,
p > .000), and the set of independent variables ex-
plained 47.1% of the variation in the dependent
variable. The overall model description is reported
in Table 5.

Table 3. IBPP model outline

Adjusted R . Std. error
Model : R : R : : .
oael ; fisquare square :of the estimate
0.691 0.478 0.471 0.62466
Note: Predictors: (Constant), OMPs, CMPs, IPs, RSPs.
Dependent variable: IBPP.
Table 4. IBPP ANOVA result
Model E Sum of E E Mean E sig.
¢ squares : square :
Regression 111861 : 4 : 27.965 : 71670 : 0.000
_Residual 313: 0390
Total 233992 :317:
Note: Predictors: (Constant), OMPs, CMPs, IPs, RSPs.

Dependent variable: IBPP.

Regression equations are:

Y=a+ p1OMPs + f2CMPs +

+B3IPs+ B4 RSPs + ¢, L

Y =0.935+0.2130MPs +
+0.352CMPs +0.0191Ps +
+0.184 RSPs + ¢.

@

All the independent variables, excluding IPs, con-
tributed significantly to the IBPP of the Nepalese
telecom industry that meant the hypotheses HI,
H2 and H4 were accepted, and H3 was rejected.
There was no multi-collinearity problem, as the
observed variance inflation factors (VIF) value
did not exceed the threshold value of 4.0 and the
tolerance less than 0.2 as recommended by Hair et
al. (2010).

Unstan_d?rdized Stand_ar_dized ‘ %Collinearity statistics% Remarks on
Model coefficients coefficients t-value Sig. .
” ” hypothesis
B S.E Beta Tolerance: VIF
(Constant) 0.935 0.202 4.619 0.000 : -
T Rt T S AcceptEd
T | T S S AcceptEd
e T s o ReJeCtEd
T i o Accepted

Note: Dependent variable: IBPP.

http://dx.doi.org/10.21511/ppm.19(4).2021.12
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4. DISCUSSION

The study’s literature review revealed four primary
constructs to measure the IBPP. Out of them, the
latent measures OMPs, CMPs, and RSPs were ob-
served as significant contributors to the Nepalese
telecom industry’s IBPP. The CMPs was one of the
most significant contributors to IBPP (f = 0.380,
p = 0.000, AVE = 0.524) and widely understood.
The OMPs stood at second (8 = 0.229, p = 0.000,
AVE = 0.557) and the RSPs at third (f = 0.175, p
= 0.001, AVE = 0.426) while assessing the IBPP of
the industry.

As earlier research observed (like Ali et al., 2010;
Kaplan & Norton, 1996, 2001; Min et al., 2016;
Ndubisi, 2003), the study showed that the observed
CMPs variables directly affected the IBPP, thus
contributing to overall organizational efficiency. It
induced as earlier studies (like Farooq & Hussain,
2011; Flint et al., 2002; Hammer & Champy, 1993;
Hum & Sim, 1996; Joshi, 2014; Khashman, 2019;
Majumdar, 1998; Mukherjee & Chatterjee, 2013;
Sapkauskiene & Leitoniene, 2010; Scheer et al,
2010) that OMPs were significantly associated
with IBPP in the Nepalese scenario. Service indus-
try operational excellence reduces costs, optimizes
output, reduces delivery time, and improves cus-
tomer satisfaction (Muazu & Tasmin, 2017). It al-
so reinforced Kaplan and Norton’s (2001) findings

that non-financial interventions related to OMPs
allow managers to recognize processes essential to
achieving the goals of customers and stakeholders.

Similarly, the study’s outcome was also consistent
with Sureshchandar and Leisten’s (2005) findings
that RSPs are new considerations and hold some
weight affecting organizational performance.
Evidence showed that the latent variables take a
step forward in both strategy formulation and im-
plementation side-by-side. The study results were
also consistent with Selvam et al. (2016), where
they claimed that organizational performance is
a relevant construct across the globe and often
used as a dependent variable. Hence, organiza-
tional efficiency is a subset of corporate success
that encompasses both operational and financial
outcomes.

Contrary to previous studies (Cooper et al., 1998;
Kaplan & Norton, 2001; Kyei & Bayoh, 2017;
Morris, 2013), the latent variable IPs (measur-
ing variables such as offering innovative services,
achieving excellence in research and development,
and managing R&D portfolio, etc.) were not prop-
erly utilized and understood in the Nepalese tele-
communications industry. However, innovations
impress consumers by translating new ideas in-
to products/services and enhancing firm value at
reasonable risk (Dotzel et al., 2013).

CONCLUSION

Organizational performance is a complex multi-dimensional construct. Any single-dimensional meas-
ures may not fully cover all aspects and provide a comprehensive understanding of organizational per-
formance. The study coped with measuring IBPP of the Nepalese telecom industry though there are
several other measures. While examining the applicability and importance of the IBPP measures in
the Nepalese telecommunication’s performance assessment systems, the latent measures: OMPs (with
six observed variables), CMPs (with three observed variables), and RSPs (with four observed variables)
were significant and influential. The latent measure IPs with three observed variables (8 = 0.024, p >
0.05) was not properly applied and understood. While evaluating the power of the IBPP measures, the
latent measure CMPs (8 = 0.380, p < 0.01) was the most dominant followed by OMPs (3 = 0.229, p < 0.01),
and RSPs (8 = 0.175, p < 0.01) respectively.

The actual power of organizational success is not determined by the dependence on accounting-based
performance metrics alone. This study identified the value of using IBPP on organizational perfor-
mance in the Nepalese scenario’s managerial decision-making process. Therefore, non-financial per-
formance measures (like internal business processes) complement financial assessments as short-term
indicators of progress towards long-term goals and provide employees with relevant feedback not avail-
able from the accounting measurements. Hence, the study supports to prove Spitzer’s (2007) adage that
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says ‘'when performance measurement is done right, both the organization itself and its people will be

impacted positively’.

Earlier studies showed that various performance appraisal models had been applied all around the globe.
But in Nepal’s case, none of the companies appears to be explicitly using the non-financial performance
measures. Therefore, this study attempted to identify the non-financial measures in the IBPP of the
Nepalese Telecom Industry. It leads to a better understanding and analytical approach in organizational
performance to telecommunications services. It also can create more opportunities for developing more
optimized systems for managing processes, improving employees’ performance, making managerial
decisions, and enhancing the overall effectiveness of the organization’s services. It is believed that the
study would provide helpful guidance for understanding key drivers and offer valuable information on
strategic areas of performance measurement for the Nepalese telecom industry.
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