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Three Ways CSPs Can Move 
Beyond the Dumb Pipe to Win  
the Digital Economy
As the digital revolution sweeps across the globe, 
communication service providers (CSPs) find themselves 
caught on the outside looking in. Telecom companies have 
provided the connectivity and infrastructure that is set to deliver 
$10 trillion in value over the next decade, but all of the windfall 
will go to other industries. Meanwhile, CSP share of industry 
profits is in steady decline, falling from 58 percent in 2010 to 
an estimated 45 percent in 2018.1 Operators have also seen 
anywhere from a 13 to 36 percent drop in ARPU since 2012.2 

For CSPs, the way forward is clear: They must reclaim the 
mantle of innovation and become the digital-first companies 

that they have enabled so many others to be. However, this 
is just the first step on the long road to digital transformation, 
and it’s one that is quickly becoming table stakes for 
operators. To truly set their businesses apart, CSPs will need 
to look beyond digital processes and tools.

Where to look is next big question, and for an increasing 
number of companies, the answer is right next-door. In fact, 
a recent survey by McKinsey & Company found that a third 
of businesses are moving to adjacent businesses—such 
as financial services, IT services, or media—to find new 
opportunities and revenue.3 
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1  “Digital Transformation Initiative: Telecommunications Industry,” White Paper, World Economic Forum, January 2017
2  Ibid.
3  “How telecom companies can win in the digital revolution,” McKinsey & Co., October 2016
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With digital now a given, CSPs that don’t pursue adjacent 
opportunities may find themselves struggling. The trick is 
figuring out which business lines to pursue; a right move can 
transform a company, while a wrong one might be a costly 
distraction that leaves a business even further behind. Here 
are three ways CSPs can create a smart strategy to move 
beyond the “dumb pipe” and pursue adjacencies that will 
give them the competitive edge.

1.  Define what “adjacent” means  
for your business

The seamless, automated nature of digital technology is both 
a blessing and a curse for anyone in charge of planning a 
digital business strategy. With a few integrations and API 
calls, a CSP can sell just about any digitally connected 
product or service, from office productivity software and 
music subscriptions, to food deliveries and smart home 
monitoring, and everything in between.

Here’s a recent example of a CSP venturing outside of its 
core business area. Orange, the largest telecom operator in 
France, recently partnered with French insurer Groupama 
to launch Orange Bank. The mobile-only bank is expected to 
generate around €400 million in revenue in 2018, and reach 
2 million customers over the next decade.4 

    French telecom operator Orange  
recently launched a mobile-only bank 
that is expected to generate around 
€400 million in revenue.

Orange’s foray into financial services is paying off, but 
not every adjacent move has to be as big. Smaller scale 
strategies—such as bundling software with core services,  
or packaging network data and insights and offering it  
as a product—can be just as impactful. 

How far should your company go to find adjacent 
opportunities? The answer lies with your customers.  
A detailed assessment of your customer segments will  

go a long way toward helping you discover untapped demand 
for digital products and services in adjacent areas.

2.  Focus on the value proposition  
and go vertical

Even if CSPs can offer any digital service, that of course 
doesn’t mean that they should. A well-defined value 
proposition and specific customer targets are essential for 
any offering, but they become even more critical for products 
and services that are adjacent to your core business. 

There are no shortcuts to creating value propositions and 
products that resonate with customers. However, a strong 
bet is to develop offerings for the vertical markets that matter 
most to your audience. Depending on your digital maturity, 
these bundles can take almost any form. For example, a CSP 
could target field service delivery businesses with mobile 
connectivity and tablets, core offerings, as well as software—
in this case, an adjacent product targeted to an adjacent 
vertical—that enables them to schedule jobs, generate 
quotes, and invoice customers while in the field. The CSP 
could also bundle in onboarding and training services to help 
customers deploy and use their new software.

A suite of core and adjacent products aimed at particular 
vertical segments gives bundles a built-in appeal that is  
easy to understand. This can help accelerate marketing and 
sales, and help deliver results faster. Moreover, verticals 
have clear boundaries that can make it easier to test and 
validate your strategy. 

Taking the time to develop deep expertise in vertical markets 
usually leads to the best outcomes, but time is a luxury that 
most CSPs do not have. The increasing use of platforms 
and ecosystems, however, clears the way for a solution: 
partnering. In fact, the World Economic Forum has identified 
effective vertical-market collaboration an “imperative” for the 
telecommunications industry moving forward.5 It’s the only 
way to keep moving fast enough to meet customer demand 
for new, innovative products and services.

4  https://www.orange.com/en/Press-Room/press-releases/press-releases-2017/Orange-is-now-also-a-bank
5  “Digital Transformation Initiative: Telecommunications Industry,” White Paper, World Economic Forum, January 2017
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   The World Economic Forum has 
identified collaboration an “imperative” 
for the telecommunications industry.

3.  Prepare for digital disruption  
with platform technology

A recent survey found that a strong majority, 73 percent, of 
mobile users across the US and UK would switch to Amazon, 
eBay, Netflix, or PayPal for their mobile service.6 This 
eye-opening number points to a rising threat that keeps an 
increasing number of CSP executives up at night: disruption. 

They are right to be worried. Telecommunications ranks 
number two on the list of top industries facing disruption 
from digital technologies, second only to media.7 It may be 
cold comfort to know that if you’re a CSP that isn’t prepared 
for disruption, you’re not alone. KPMG has found that only 
about half of telecom companies have a clear strategy and 
mission for disruptive technology, and just 23 percent feel 
their company is “very prepared.”8 

The best way to plan for the unpredictability of digital 
disruption is to invest in flexible technologies that allow 
you to be as nimble as possible. For today’s CSPs, that 
means only one thing: platforms. With advanced billing and 
provisioning, platforms can allow companies to package 
and deliver digital products as a service in a streamlined, 

user-friendly way. They also support the growth of digital 
ecosystems, which can enable companies to develop better 
features at a faster pace than working alone. 

Implementing or upgrading a platform to minimize future 
disruption is no easy task. To start, take the pulse of your 
organization by assessing how you currently deliver digital 
products. Identify the technology tools and processes  
what would need to change to make delivery faster and  
more flexible. 

    Just 23% of telecom companies feel 
“very prepared” for digital disruption.

Interested in Learning More?
AppDirect is a trusted advisor to leading companies around 
the globe as they explore their options for using platforms to 
drive digital transformation. Our flexible, modular technology 
powers marketplaces, billing and distribution, and reseller 
services for businesses in a range of industries, including 
CSP, financial services, cloud infrastructure and deployment, 
and more. Our technology offers centralized billing, identity 
management, and automation solutions that can greatly 
accelerate time to market, expand your cloud service 
ecosystem, and engage your customers.

For more information, please visit www.appdirect.com.

AppDirect provides the only end-to-end cloud commerce platform for succeeding in the digital economy. The AppDirect ecosystem connects channels, developers, 
and customers through its platform to simplify the digital supply chain by enabling the onboarding and sale of products with third-party services, for any channel, 
on any device, with support. Powering millions of cloud subscriptions worldwide, AppDirect helps organizations, including Jaguar Land Rover, Comcast, ADP,  
and Deutsche Telekom, connect their customers to the solutions they need to reach their full potential in the digital economy. AppDirect is headquartered in  
San Francisco, California, with offices around the globe and works across vertical industries, including software, manufacturing, value-added resellers, and 
financial services. J.P. Morgan, Foundry Group, iNovia Capital, StarVest Partners, Stingray Digital, and Mithril Capital Management have invested in AppDirect.

6  http://www.matrixx.com/press_release/survey-shows-75-percent-consumers-buy-mobile-services-amazon-paypal-netflix/
7  How telecom companies can win in the digital revolution,” McKinsey & Co., October 2016
8  https://home.kpmg.com/xx/en/home/insights/2016/11/disruption-is-the-new-normal-for-telecommunications.html


