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TELECOMS – INTO THE NEW ERA
Telecoms companies have demonstrated their resilience and adaptability amidst the recent turmoil, with many of them using the slowdown as an opportunity to retool and regroup, rebuilding a solid base from which to capitalise on the recovery.
However, with broadband becoming ubiquitous and the growth of services exploding, the telecom value chain is fragmenting rapidly with many operators losing out to application, content and device providers who are accumulating much of the new revenues and opportunities which exist.
Colin Brereton, Leader, Global Communications practice, PricewaterhouseCoopers said:
“To be successful in this new business environment and claim their rightful share of future revenues in the digital era, PricewaterhouseCoopers believes that there are 6 key challenges which need to be addressed by operators.  By doing so, they will be positioned to retain and expand their market share.”
The Challenges
· Establish ownership and understanding of the customer:  As the succession of new players enter the communications marketplace it’s becoming difficult for any one organisation to claim ownership of the end customer.  Customers’ loyalty and brand trust has shifted away from the service operators and migrated towards the device itself, and the online applications accessed through it.   To turn the tide on this trend, operators must reshape their business to put the customer (be it an individual consumer or a business) first and foremost in all they do.  By understanding and listening to what the customer wants and needs, and delivering a personalised service to them will stem the loss of customers and brand loyalty.
· Monetise new services effectively:   The rising penetration of both fixed and wireless broadband has enabled the launch of many new online services with the mobile handset becoming an indispensable converged lifestyle tool handling virtually everything people need.  And in the process, realising millions of dollars in sales, all of which can be lost if the operators haven’t taken a fresh look at their positioning in today’s ecosystem of network-centric digital services and adapted their business models.    To capture the opportunities and revenues from newer and emerging services the best approach is through collaborative revenue sharing partnerships which will bring access to critical expertise and speed up the time to market.
· Achieve economic returns from the continuing rise in digital traffic:  Consumer demand continues to drive huge rises in the volumes of data traffic that operators have to carry across their networks but many consumers are on fixed-price access plans.  So what do the mobile operators do to charge appropriately for this increase?  The clearest way out of this situation is for them to adopt a use-based charging model for mobile data.  It might not be an easy sell to the customer but  operators have no choice and some have already taken that step as has been seen in countries such as Japan and the US.
· Improving operational simplicity and efficiency:  This is a major objective for many operators who have grown by consolidation and the use of “bolted-on” solutions to handle new services.  This has left many of them with highly complex and inefficient operating models.  One of the key attributes for success both now and in the future will be greater organisational agility in order to respond to both internal challenges and those posed by the fierce competition from the application and device suppliers, who have had the competitive advantage in recent years due their higher degree of ability and speed to market.
Another key priority in operational simplification is the permanent and ongoing reduction in the cost base.  Operators must focus more rigorously on their key differentiating sources of value, moving many to shift support functions into horizontal shared services and outsource non-core activities, including the entire network.  
One critical step which many operators have yet to take is to remove customer, product and business intelligence from the various silos and centralise it on an enterprise-wide basis.  By unifying all this intelligence into one central entity, the operators will benefit from greater efficiency, agility and responsiveness to external change, whether driven by customers, competitive dynamics or regulation.
· Managing regulatory risk: The credit crunch has seen Regulators take a renewed interest in the telecoms industry both at a national level and globally.  Increasingly this has caused regulation to be seen as a political issue rather than purely maintaining healthy competition or protecting consumers.  The continued flux in the markets also isn’t helping the situation.  While continuing to protect both competition and consumers, the regulators should focus less on price controls and more on the customer’s wider interests, with the tax authorities looking at incentivising good corporate behaviour and long-term wealth generation.
There is always going to be a difference in the level and price of services offered by providers but so long as opportunities remain for new entrants to enter the market, and companies are not profiteering from customers, the regulators should stand back.
· Creating value through consolidation:  Consolidation will continue in the telecoms sector.  However the industry will now see deals driven by emerging market giants who are seeking exposure in developed markets.  Consolidation will also be driven by three objectives – economies of scale, fixed/mobile convergence and sustainable cost reduction which will help to provide a robust platform for growth in the digital age.  The priority of any deal is to create shareholder value – something which has proved elusive in the past.
Added Brereton:
“There is no question that the explosive growth in broadband services and the rapid take-up of new devices (and subsequent rise in data traffic) are presenting major challenges to network operators.  However if they put the customer first and centre of everything they do, collaborate effectively to target and  exploit new opportunities and ensure operational agility (brought by operational simplifications and centralised intelligence) they have the capacity and capabilities to reposition themselves in this digital age.”
ENDS
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