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The growing
opportunity

Over the recent years, communication service
providers (CSPs) across the globe are witnessing
stagnation of traditional revenue streams in their
core services despite the enormous growth in
usage.

To escape the revenue stagnation and profit margin
erosion in traditional revenue streams, CSPs are

in the process of transforming into Digital Service
Providers (DSPs). The CSPs plan to achieve this

by innovating their service offerings, focusing on
end-customer experience and by adopting agile
go-to-market (GTM) business models that empower
consumers and enterprises to go beyond traditional
connectivity.

Therefore, CSPs are targeting new segments that
help in maximizing revenues, including the B2B2X
segment which is a promising and a growing
opportunity for CSPs to grow and create new
revenue streams.
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B2B2X is an emerging business model that is seen
as a natural extension of existing business models,
wherein CSPs can integrate traditional telecom and
technology services into a new breed of service
offerings used by enterprises to provide services to
any type of end customer.

While global technology players continue to
support technological evolution, CSPs are in a
better position to emerge successfully in the
B2B2X market due to its exclusive inherent
strengths, which cannot be replicated by other
players in the market. These strengths include

an established customer base and existing sales
reach, the ability to invest in long-term and capital-
intensive projects, experience in large-scale
infrastructure deployment, and recognized brand
in the market.This article explains the key B2B2X
market trends, associated business models and
challenges, and key recommendations for CSPs to
be successful in the B2B2X market.




B2B2X

business models

The ongoing digitalization wave brings technologies
like such as cloud, 5G and Internet of Things (IoT)
into play that can be leveraged by CSPs to create
differentiated services. These technologies offer
CSPs the chance to step beyond being a delivery
system and position themselves as an enabler.

As per industry experts, CSPs can realize
significant savings in capital expenditures
(capex) by moving to virtualized, cloud-based
architectures. Also, by leveraging cloud, CSPs
can build a new operating model to generate new
businesses by offering novel horizontal services
and commercial bundles. They can compete in
the new software-enabled and platform-based
ecosystem, using 5G and loT technologies to
create new services for enterprises and vertical
opportunities, where ultra-low latency, faster
gigabit speed and high density are critical.*

As per the Nokia report, CSPs can generate 60% of
their new revenues from B2B2X models compared
to traditional business-to-consumer (B2C) or
business-to-business (B2B) models.? To this end,
the top five growth verticals that CSPs are focusing
on are smart cities, industry 4.0, telehealth,
connected vehicles and entertainment.

While many different B2B models have been
implemented, there are three key business models
observed in the B2B2X ecosystem:

1. End-to-end provider model

In this model, CSPs develop all the required
capabilities and offerings in-house to provide
an end-to-end solution. To be successful in
this model, CSPs should have deep knowledge
across the value chain and should invest more
in innovation, and research and development
(R&D).

. Connectivity owner and lead ecosystem partner

model

In this model, CSPs partner with manufacturers
and professional service providers to develop
solutions and lead all customer touch points
for solution or service delivery. CSPs leverage
their strong relationships and understanding of
the market to develop solutions for small and
medium-sized enterprises (SMEs), local large
enterprises and government entities.

. Solution owner and lead ecosystem partner

model

In this model, CSPs develop a specific

skill set around an enterprise sector in a
specific domain and scale it to market across
various geographies through partnerships.
They leverage their niche, domain-specific
knowledge, capabilities and credentials to
develop sector-specific solutions.

1. The tech-driven telco: Unlocking growth beyond connectivity through an open digital architecture

2. The path to successful 5G monetization: Operator insight report
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https://www.tmforum.org/resources/whitepapers/the-tech-driven-telco-unlocking-growth-beyond-connectivity-through-an-open-digital-architecture/?_ga=2.86616920.1165862997.1674120081-1643974960.1674120080&amp;_gl=1*vn083j*_ga*MTY0Mzk3NDk2MC4xNjc0MTIwMDgw*_ga_W21R8NVK4E*MTY3NDEyMDA3Ni4xLjEuMTY3NDEyMDExMS4wLjAuMA..*_ga_KQXXW9EY6Y*MTY3NDEyMDA3OC4xLjEuMTY3NDEyMDExMS4wLjAuMA..
https://pf.content.nokia.com/t007f7-cns-monetization-5g-charging/The-Path-to-Successful-5G-Monetization?_ga=2.9475314.637876569.1674038281-168886254.1674038281#page=1
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3. Investing in developing in-house applications or
platforms

CSPs are also developing their own in-house
applications or platforms that could be used

to deliver services. These in-house developed
solutions may enable the CSPs to create its own
end-to-end solutions or collaborate with different
partners to develop solutions that meet end-users’
needs. Either way, this has led to an expansion

of revenue streams for the CSPs by providing
multiple B2B2X opportunities to further expand
their market share. One of the world's largest CSPs
has created an in-house loT development platform
that enables developers to collect, analyze and
share connected device data. This helps them
focus on building machine-to-machine (M2M)
applications to bolster their business’ competitive
advantage. This kind of a platform could provide
an opportunity for businesses to create unique
solutions to serve their customers. It also helps
the CSP to partner with businesses to develop IoT
solutions or to build its end-to-end IoT solution,
thus opening doors to B2B2X opportunities.

4. Investing in end-to-end service provisioning
platforms

Furthermore, CSPs are developing end-to-end
service provisioning platforms for accessing the.
entire value chain. These kinds of solutions help
CSPs to capitalize on the B2B2X opportunities
better and expand their revenue streams.

A leading American CSP developed an IoT
platform that provides services such as
connectivity and device management, along
with application development. It also serves
as a marketplace for its ecosystem partners,
thereby providing an end-to-end solution to its
customers.
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[l. MENA regional trends

Within the MENA region, a few CSPs have
already taken the lead on capitalizing the B2B2X
opportunities. They have formed strategic
partnerships with technology players, sector-
specific players and government entities to

offer a new breed of service offerings. Based on
the regional market trends, it is observed that
the MENA-based CSPs are keen on penetrating
into sectors such as banking and finance, and
government and public services.

CSPs in MENA are shifting to an open architecture
to enhance their flexibility and agility to deliver
B2B2X solutions. This also enables them to
incorporate sophisticated product bundling and
provide an industry standard configuration, price
and quote framework. Further, CSPs are also
adopting agile delivery models, where they bring
together a delivery team with industry competence
and leverage DevOps and design thinking. In
addition, CSPs in the MENA region are adopting
new pricing models that fit the partnerships.
Pricing models such as value-based, pay-per-use
(PPU) or pay- per-time, along with new charging
criteria such as flat, usage and burstable, are being
increasingly adopted by CSPs to maximize the
value capture from B2B2X opportunities.
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I. Existing assets and
capabilities are not flexible
enough to develop custom
solutions in the B2B2X
ecosystem

The B2B2X ecosystem demands finding and
establishing the right profitable partnerships.
This would be through the ability to experiment,
aqgility to form partnerships, and the flexibility
to collaborate in different ways with different
partners. In addition, this also requires flexible
assets and capabilities to innovate solutions.

ll. Current pricing models
restraining innovation in B2B2X
value proposition

CSPs would collaborate with various partners

and service providers in a B2B2X ecosystem.
Depending on the kind of partnership agreements
and the services provided, operators may need

to bill on their behalf for the whole B2B2X chain.
This will require to have systems in place to charge
for any type of metric or pricing model to avoid
constraining innovation. The challenge is therefore
to provide an integrated, end-to-end environment,
with service and billing transparency for the whole
B2B2X chain.

IIl. Security concerns
associated with 5G networks
being used in the ecosystem

With 5G being one of the main drivers in the B2B2X
ecosystem, there are several security risks that
come along with using the network. Some of them
being personal data collection, user privacy, device
vulnerability, the number of connected devices and
diverse networks.
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IV. Becoming susceptible to
sector-specific risks

One of the main themes of the B2B2X ecosystem is
that CSPs are expected to develop sector-specific
capabilities to develop customized solutions.

This will not only accentuate traditional risks like
security risks but will also expose CSPs to a new
set of risks associated with the sectors or verticals
they play in.

V. Adapting to the B2B2X
ecosystem requires adjusting to
changing ecosystem dynamics

In the past, ecosystems were simpler, often pulling
together offerings from vendors and reselling
them. In the B2B2X ecosystem, CSPs need to
support and embrace a cultural and technological
shift toward true co-creation via partnering with
different players across the ecosystem. This can
help create differentiated vertical solutions across
various segments.
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To emerge successful in the B2B2X market,
CSPs should brace themselves for a holistic
transformation across various dimensions of their
business and operating model, as described below:

1. Set up GTM models that are clearly built on
strengths

CSPs should select a suitable GTM model that
capitalizes on their existing customer base and
data assets while also focusing on their required
capabilities and expected returns.

2. Build a clear value proposition through the
identification of verticals or use cases

CSPs should focus and differentiate their
offerings based on their inherent strengths such
as brand equity with consumers and businesses,
proximity and relationships with customers
(government, enterprise, and consumers),
sector or use-case attractiveness in the markets
of focus, a defined business model and ability to
play in the sectors or use cases of choice.

3. Set up the right financial strategy to maximize
enterprise value and Return On Invested Capital
(ROIC)

CSPs must identify the best sources of funding
for their expansion plans and put in place

the appropriate procedures to guarantee

that expenses are controlled efficiently. To
effectively capture value in B2B2X solutions,
they should also consider new pricing models
such as value-based, PPU or pay-per-time.

4. Define an organization to deliver on the value
proposition with the right form of governance
and supporting key performance indicators
(KPlIs)

To maximize operational efficiency and to
ensure the success of the value proposition,
CSPs should determine the best operating
model. To do so, they must assess whether a
stand-alone B2B2X business or an integrated
organization is appropriate. They must make
certain that the top-down governance fosters
collaboration, capitalizes on conventional
company strengths, and manages the risks that
come with it.
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5. Acquire the capabilities to enable success and

set up an agile and innovative culture

CSPs should develop the right capabilities

and integrate them across the organization

in line with the needs of the business model,
value proposition and asset strategy, including
the factors such as vertical specialization,
telecom proficiency and consultative sales
approach. CSPs should ensure that the culture
is conducive to collaboration, constant change
and drives innovation.

. Build adaptable and scalable platforms that can

be leveraged for a variety of use cases

By embracing cloud native, open application
programming interfaces (APIs), distributed
architecture and other techniques, CSPs can
ensure that their platforms are as adaptable and
scalable as possible to meet the ever-changing
needs of their customers.

. ldentify the right partners and integrate them

CSPs must develop partnerships to ensure

that there is a win-win value proposition for all
parties. Especially in matters such as developing
adequate commercial models and bringing

in clarity of objectives and roles distribution
among partners. It is essential to have a clear
collaborative governance that drives efficiency
and minimizes conflict.

. Engage and collaborate with regulators

CSPs work closely with government entities.
CSPs are regarded as strateqgic partners

for large-scale government projects such

as smart cities. CSPs should leverage their
relationship with government entities to
engage and collaborate with regulators to
develop regulatory controls in the B2B2X
ecosystem. This can be done by taking into
account the factors such as evolving business
models, geographical coverage, value
proposition, telecom or technology for the new
jurisdictions in which they operate and sector
or vertical-specific requlators (e.g., health care,
manufacturing, and transportation).



EY | Building a better working world

EY exists to build a better working world,
helping to create long-term value for clients,
people and society and build trust in the capital
markets.

Enabled by data and technology, diverse EY
teams in over 150 countries provide trust
through assurance and help clients grow,
transform and operate.

Working across assurance, consulting, law,
strateqy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited, each
of which is a separate legal entity. Ernst & Young Global Limited,

a UK company limited by guarantee, does not provide services

to clients. Information about how EY collects and uses personal
data and a description of the rights individuals have under data
protection legislation are available via ey.com/privacy. EY member
firms do not practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

The MENA practice of EY has been operating in the region since
1923. For over 98 years, we have grown to over 7,500 people
united across 26 offices and 15 countries, sharing the same values
and an unwavering commitment to quality. As an organization, we
continue to develop outstanding leaders who deliver exceptional
services to our clients and who contribute to our communities. We
are proud of our accomplishments over the years, reaffirming our
position as the largest and most established professional services
organization in the region.

© 2023 EYGM Limited.
All Rights Reserved.

EYG no. 283597
ED None

This material has been prepared for general informational purposes only
and is not intended to be relied upon as accounting, tax, legal or other
professional advice. Please refer to your advisors for specific advice.

ey.com

Contacts

Marwan Ajami
EY MENA TMT Consulting Leader
marwan.ajamil@ga.ey.com

Aakash Sharma
EY MENA TMT Consulting, Director
aakash.sharma@ae.ey.com

Basel Alnachef
EY MENA TMT Consulting, Senior Manager
basel.alnachef@sa.ey.com




