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Digital is chaning the world. The way in which many people live and 
work has changed dramatically to “ROADS” (Real-time, On-demand, 
All-online, Do-it-yourself and Social). The transition to a fully digitalized 
business environment is also happening with remarkable speed in 
the world of telecommunications. Telecom players should strategically 
combine growth and efficiency into a new blueprint to unlock the full 
potential of digital, and transit to next generation telco in the business 
transformation.

We believe that all telecom players can manage the journey to the 
next genereation telco, even if some incumbents are currently meeting 
unprecendented challenges. Ultimately we think six golden rules will 
help rebuild competitive edge and accelerate the transformation.

1) Expand core business right – synergy of data and digital services

2) Evolve a digital ecosystem to support aggregation and open 
capability

3) Sharpen the digital operation and ready for future evolution

4) Adopt cloudized infrastructure architecture

5) Build Best Network for greater connectivity

6) Outsource or partner with non-core functions

Then can the telecom players become fit for the fututre and optimized 
for providing attractive returns. The future is now.

1 Executive Summary
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2 Transiting to Digital

In 2014 global Internet user penetration has reached 39%, and 
smartphone penetration grown over 40%. Growing use of digital 
applications has triggered series of consequences -- increasing user 
sophistication and then more demanding customers, greater focus on 
customer experience and an emphasis on offering portfolio of services, 
and an explosion in the volume of data traffic. Comparing with 2012, 
global consumer Internet trafffic grew 31% in 2014. 

The revolution leads to both disruptions and opportunities to the world 
of telecommunicaitons. Consumers have been turning to “ROADS” 
(Real-time, On-demand, All-online, Do-it-yourself and Social). They are 
online almost permanently and use ubiquitous communications which 
are far beyond traditional voice and messaging services. Internet firms 
have also been expanding the user base by innovative service portfolio 
and business models. Those heavily impact the telcos’ revenue growth 
and return of investments. On the other hand, the natural relationship 
between data traffic and networks still offers opportunities. Image a 
hours railway trip in which the rail company could sell any commodity 
to passagers and earn the revenue. However, it is theoretical. Many 
telecom incumbents do not perfom well on the data monetization as 
generally thought to have capability to handle the opportunities. 

It is not news in the industry that the incumbents have started their 
journey to digitization. In the environment full of profitability pressure 
and continuous changes, several challenges have prevented those 
telcos from reaching expected results, including aggressive digital 
service offering but limited synergy with existing core service, intense 
focus on operation but limited focus on digital business model, 
traditional separation of business and IT, legacy silo systems and 
uncoordinated pursuit of a few tactical ad-hoc digital initiatives.

Becoming a digital business requires businenss transformation. 
The telecom players should fundamentally rethink their strategies, 
business and operation models. A digital strategy combining growth 
and efficiency can produce a new blueprint to unlock the full potential of 
digital, and add great values on the journey to next generation telco.
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3 Unlock the Digital potential 

3.1 Growth interweave with efficiency

The opportunity to focus on growth interwoven with efficiency is very 
important for the telecom players. Telecommunications is an industry 
accustomed to growth. The capital markets favor a story in which 
growth is a major value driver. Integration of progress of core business, 
growth strategy, core investments and relevent challenges can be 
the story. The telecom players should demonstrate their profitability, 
strategic growth potentials and strategy layout of developing protfolio of 
mature and innovative busiensses as the story in the dynamic market 
environment where customers become more sophiscated and OTT 
players invade cross the blurring border. It follows that a blueprint 
tailored to the specific environment is formulated to guide relevent 
initiatives and actions.

The transformation will optimize the three layers: i) busienss and 
marketing & sales, ii) operation and application, and iii) infrastructure. 

Harnessing the digital, telcos shall accordingly 1) create an ongoing 
optimized portfolio of telecommunications and digital services aligning 
with innovative busienss models, including monetization and seamless 
customer engagement, the portfolio is a strong base for optimizing the 
business mix and customer experience; 2) rebuild a lean operation 
which focuses on enhancing core functions and partners for non-core, 
e.g., outsource services or share services, becoming lean is about being 
flexible and powerful to market demands and cost competitive as well; 
3) establish an agile network and IT infrastructure to support the digital 
busienss and lean operation, optimizing utility and investment efficiency.

Figure 1: Acquire strategic growth potential
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As we developed our digital strategy approach, we focused on both 
growth and efficiency themes, and covered the layers of busiennss, 
operation and infrastructure.

The approach addresses three key questions as below:

1) What portfolio of products and services and what relevent busienss 
models could create values and profits in the dynamic market 
environment?

2) What architecture could support a customer oriented, agile and cost 
competitive operation model?

3) What core capabilities should be developed to handle the increasing 
complexity?

Solutions to the questions result in a blueprint to be tailored to the 
telco’s specific situation and help unlock the full potential of digital. 

3.2 Digital strategy approach

Figure 2: Digital Strategy Framework
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4 Six golden rules distinguish 
the winner

We believe that all telecom players can manage the journey to the 
next genereation telco, even if some incumbents are currently meeting 
unprecendented challenges. Each telecom player has own spcific 
environment. There is not “one size fit all” solution. Ultimately, though, we 
think there are six golden rules can be used for the transformation and 
support to become fit for the future, based on our acculumated expertise 
and collabration with many telecom companies all over the world.

1) Expand core busines right – synergy of data and digital services

2) Evolve a digital ecosystem to support aggregation and open 
capability

3) Sharpen the digital operation and ready for future evolution

4) Adopt cloudized infrastructure architecture

5) Build Best Network for greater connectivity

6) Outsource or Partner with non-core functions

Expand core business right

The data has been becoming telcos’ core service and important 
revenue engine. On the other hand, the progressing informatization in 
the enterprise segment also presents many telecom players with a high 
potential growth opportunity.

Facing intense competition and pressure from growth, telcos have to 
expand their core business to data and digital services, and optimize 
business mix with rebuilding a portfolio of data, digital and traditional 
services aligning with innovative business models. 

The key is creating synergy of data and digital services and enhancing 
bundling to maximize share of subscribers’ wallets. Telcos should 
develop “core” digital services, e.g., content, payment and e-commerce, 
and bundle with tiered data planning to attract targeted digital 
consumers. Currently the revenue from digital services still accounts 
for small percentage, but the services increase user stickiness to data 
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connection, besides, the revenue is growing rapidly.

Innovative business models are also necessary for monetizing the 
digital services. For example, the model of “Free” supported by CP/SP 
sponsored or revenue sharing is already used by some telcos.

To grab a share of ICT opportunity in the segment of enterprise, on 
one hand, telcos will need to refocus efforts to capture the opportunity 
presented by the millions of small and medium-sized enterprises 
(SMEs) over the next several years. Proposition of value for money, 
standardized and bundling services offering and convenient support 
service are key success factors. 

On the other hand, telcos can also consider expanding offering and 
strengthening delivery capabilities to lock in key accounts among large 
enterprises and government agencies to capture large-scale digitization 
opportunities. The offering, including unified communications, DC and 
cloud, and M2M, should be packaged into solutions to drive vertical 
industry service selling. 

Additionally, M&A in the IT territory can be a quicker path to enhance 
telcos’ ICT offering, delivery capabilit ies and business client 
relationship, so have NTT and DT done.

Evolve a digital ecosystem to support aggregation and open 
capability

Digital consumers are getting used to interacting with service 
ecosystems built up by OTT players and easily accessing the digital 
services exposed through the ecosystems. 

The telecom players need to nurture and grow their own ecosystems 
while walking out the walled garden and transiting to digital service 
providers. Contents, APIs and developers really matter in the 
ecosystems. This requires incentives for players in other industries and 
domains to join the ecosystem to expose their services and engage 
with others. 

On the other hand, digital service providers exist in one or more 
ecosystems, as well as drive their own ecosystems. There is 
competition and often collaboration as well. As making progress with 
the digital transformation, telcos should consider all players in the 
ecosystem and their various contributions. Partners are not only as 
partners, they can be a customer, or a channel. An added value is 
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to support partners to accelerate business expansion and market 
penetration.

Sharpen the digital operation and ready for future evolution

Telcos have been attempting to respond with an increasing focus on 
an excellent customer experience. But their ambitions are hindered by 
their existing silo systems, fragmented system architecture, inconsistent 
data across different systems, and the migration challenges arising 
from legacy systems.

The telecom players have to rebuild their digital operation models and 
upgrade their digital service platform accordingly. 

The digital operation model should focus on core functions and steer 
non-core. The model is supported by five key components: 1) real-time 
and online-offline seamless customer experience, 2) digital service 
support enabling shorter time-to-market and strong service portfolio, 3) 
big data based real-time analytics and prediction, 4) digital ecosystem 
support, including capability exposure, experience assurance and 
partner management, and 5) agile IT infrastructure. The lean model will 
make telcos powerful and flexible to current and future market needs.

A flexible digital service platform that allows the integration of 
addi¬tional modules via clear interfaces is a strong base for the 
operation model. Based on hierarchical componentized and decoupled 
software architecture, the digital service platform can support multiple 
business scenarios and enhance customer experiences. Moreover, it is 
ready for further evolution to Telco OS.

Adopt cloudized infrastructure architecture

The trend of convergence of CT and IT infrastructure is no doubt. 
Telcos’ network architecture will reconstructure toward data center 
based, hardware programmable and cloudized resource pool. NFV and 
SDN will help achieve decoupling of softwarae and hardware and smart 
orchestration accordingly, increasing efficiency and utility.

Cloud is at the centre of how the telecom players transform to agile and 
high efficiency operation. Cloudized architecture can not only decouple 
software and hardware, but service and data. It makes telcos’ core 
networks and IT operations more flexible and scalable, and enables 
telcos to provide digital services in an agile and cost competitive way.
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To support varied service scenario, cloudized infrastructure will be 
deployed following with a principle of “physical dispersion, logic 
centralization”. A unified architecture is must for the service and 
infrastructure deployment. Furthermore, in the long-term perspective, the 
infrastructure will be planned, built-up and operated in a unified way. 

Build Best Network for greater connectivity

A lot of money has been spending to ramp up 4G/LTE and optical fiber 
networks because digital services are cranking up the huge volume 
of data traffic on rapidly penetrating smart devices. Obviously digital 
consumers rely heavily on excellent network connectivity. Moreover, the 
connectivity has also been critical to the process of digitization across 
many industry sectors. Companies depend on the connectivity to attract 
the digital consumers and offer compelling customer experiences. In 
addition, OTT players also need the telcos’ networks as a platform for 
their business models.

Therefore, the best network connectivity with consistently high average 
speed and sufficient capacity is telcos’ source of competitive edge for 
the future. Mobile broadband construction needs to aim at providing 
end-users “3 seconds” experiences on accessing specific digital service 
and acquiring contents. More coverage, more capacity and less delay 
are the three keys. On the other hand, mobile broadband and fixed 
broadband networks deployment should be collaborated to build the 
ubiquitous connection.

Several new technologies and methods should be used to build the 
connectivity with higher efficiency, including SDN, NFV and big data 
based analytics. Partnering and outsourcing can also be considered to 
optimize efficiencies of CAPEX and OPEX, such as joint operation, site 
sharing and network service outsourcing.

Outsource or Partner with non-core functions

Many telecom players have started testing and implementing new models 
to improve efficiency. Partnering and outsourcing are commonly adopted. 
The overall idea of these models is to increase synergies and efficiencies 
and share them among the part-ners. Network, IT and call centers are 
mostly often considered as the areas where partnering is relevant. 

To define the partnering strategy, first of all, each single function should 
be identified as core or non-core. The core functions focuses on 
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strategic tasks and the steering of non-core functions, such as shared 
services or mass delivery processes. In the non-core functions, the 
focus is on creating synergies and improving efficiencies. 

The structure of the telcos and the availability of partners impact the 
partnering approaches. A multina¬tional telecom group could centralize 
its core network operations and save on resources, partnering internally 
across its subsidiaries and outsourcing services for cost competitive. In 
contrast, a stand-alone telco might only seek for external partners. 

On the other hand, selected partners’ expertise and scale are also 
key considerations. For example, a primary system integrator model 
to handle a large and complex partnering program requires partner’s 
broader domain knowledge and strong multi-vendors management and 
coordination capabilities.

5 Building the “ROADS”

Currently, many telecom players are on the journey to the next 
generation telco. Transformation will last for several years. Several 
practices can streamline the process and reduce potential risks. 
Firstly, as discussed above, a clarified strategy with an ongoing 
optimized portfolio of products and services is a necessary base. 
Second, top leader’s commitment and sponsorship is a key to push 
the transforamtion and innovation. Finally, a master plan with clear 
milestones and targets should be defined and then reviewed in the 
progressing phases, including updates with regard to changes.

Here is an example. A leading telecom group, operating in multiple 
countires across Africa and the Middle East, is facing with high growth 
potential of data and digital services. The group wants to build a strong 
base for sustainable growth in the digital era. As a strategic partner and 
a trusted adviser, Huawei is working with the group to make progress in 
the transformation. Huawei helped the group to define digital strategy 
and digital service portfolio. Meanwhile, a strong commitment and 
sponsorship from the group top leader established a strong base for 
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the transformation as well.

Huawei is also supporting many other telecom companies, from mature 
European market to Asian, African and Latin American markets, to 
become fit for the future and build the excellent customer experiences.

6 Conclusion

The transformation toward next generation telco is a key topic on the 
C-level’s agendas in the world of telecommunications. A digital strategy 
combing growth and efficiency will formulate a blueprint to unlock the 
full potential of digital. The approach rebuilds and optimizes the three 
layers of business, operation and infrastructure for the telecom players. 
Future telcos will look and act completely different. 

Based on the digital strategy, the top leader’s commitment and 
an ongoing optimized roadmap are strong bases to streamline 
implementation of the transformation. Strategic partners’ supports and 
collaborations also add great values to the journey.

The path to the digital business might be bumpy, but it is worth the 
effort. An agile, powerful and modern telecom player can confidently 
tell a new growth story. We believe that the six golden rules will help do 
this.

1) Expand core business right – synergy of data and digital services

2) Evolve a digital ecosystem to support aggregation and open 
capability

3) Sharpen the digital operation and ready for future evolution

4) Adopt cloudized infrastructure architecture

5) Build Best Network for greater connectivity

6) Outsource or Partner with non-core functions
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