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Executive summary

As telecom operators move ever more rapidly into the age of
digitization, a growing number of them are appointing high-level
executives to lead the charge. The task of the executives, who are
often designated “chief digital officers,” or CDOs, is to gather the
cross-functional expertise and capabilities needed to take advantage
of their companies’ privileged position as enablers of the digital
revolution. In 2014, Strategy& conducted a study of more than

100 telecom operators around the world, to better understand

who these new CDOs are and how they view their efforts to move
their companies forward.

Overall, 22 percent of the telecom operators we examined have
already appointed a CDO or equivalent, many of them in just the
past year or so. European telecoms are somewhat ahead of the curve:
More than a quarter have such executives in place. Most CDOs come
from backgrounds in business strategy or marketing, rather than
technology, but just less than a third have been appointed at the
C-suite level. All of them are male.

In order to get the perspective of a working CDO, we spoke at length
to Timo Sillober, the director of transformation and digital at Vodafone
Germany. He is especially bullish on how digitization can transform
the ways his company’s consumer and business customers interact
with Vodafone, and his efforts are already showing results. But he also
remains realistic about the goals of the company’s efforts to digitize.
“Digital, to me, doesn’t mean 100 percent digital,” he says. “Digital,

to me, means that the customer can seamlessly interact with us any
way he wants to. It’s super simple, it’s convenient, and it works all the
time. I believe that eventually most customers will prefer to interact
with us digitally.”
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‘The digital mandate

The telecom industry occupies a special place in the ongoing move

to fully digitize how businesses operate internally and how they
connect with and interact with customers, both consumers and other
businesses. The broadband and wireless networks they have built,
and the technologies that make them run, have enabled the Internet
to become the hugely influential utility it is now, and have led to the
rise of the nearly ubiquitous smartphone.

Ironically, telecom operators themselves have long struggled to

benefit from digitization. Indeed, many are at risk of becoming the
commoditized “dumb pipes” through which so much critical data is
carried — unable to profit from all the activity, yet forced to continue to
invest in their networks in order to keep up with the explosion in traffic.

In their efforts to turn this situation around, a growing number of

operators, like companies in other industries, have created a new Although

position, usually called chief digital officer, or CDO (although the CDOs have a
actual titles may vary). The CDO’s task is to boost the company’s .

efforts to take full advantage of digitization, both internally and wide range Of

in its interactions with retail and business customers. responsibilities,
CDOs differ not only in their backgrounds and levels of responsibility, their OverarChlng

but also in their missions. Some have been brought in to transform their goal is essentially
companies’ digital presence with sleek online channels seamlessly
integrated across all customer touch points. Others are expected to
leverage digital tools and technologies to transform their companies’
internal efficiency and create new low-cost business models. Still others
are grappling with how to bring new digital products and services

to market, either through costly in-house development or through
partnerships with so-called over-the-top leaders.

the same.

Regardless of the brief, it’s a lot to ask. In hopes of gaining a better

idea of who these CDOs are, where they came from, and the extent of
their responsibilities, Strategy& recently conducted a study of CDOs at
telecoms around the world. The picture that emerges shows that although
CDOs have a relatively wide range of backgrounds and responsibilities,
their overarching goal is essentially the same: to build their companies’
capabilities — the tools, techniques, technologies, and talent — to restore
them to their rightful position as leaders of the digital revolution.
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A portrait of the telecom CDO

So far, the number of telecom operators around the world that have
appointed a CDO is relatively small. Of the 104 telecom operators we
studied, 22 percent have a CDO or equivalent in place. That should
come as no surprise, as the position is a relatively new one; after all,
many of the technologies and business practices that have led to
digitization are themselves less than a decade old, and CDOs first
appeared in companies in 2009. But the number is growing quickly —
more than half of current CDOs were appointed since the beginning of
2013 — and more operators will likely create and fill the position soon.

More than a quarter of European telecom companies have appointed

a CDO, compared with 21 percent among telecoms globally (see Exhibit 1,
next page). European firms may be moving more quickly on this front
because chief information officers (CIOs) there tend to be more

technically oriented than they are elsewhere, thus creating a greater More than

need for a high-level position with a wider scope. CIOs in the U.S.,

on the other hand, typically take on a more strategic role, one more half of current
likely to include responsibility for digitization rather than requiring CDOs were

a separate position to prioritize it. app ointed since
This hypothesis may be borne out by the very different backgrounds the beginning
of the CDOs at the companies studied. More than 40 percent have a Of 2013.

background in product management and marketing, another 27 percent
come from strategy and business development backgrounds, while just
23 percent started out in technology or IT (see Exhibit 2, next page).

A good understanding of, and some experience with, corporate IT

and telecom networking operations is no doubt a prerequisite for the
position. But equally important, if not more so, is a strong sense of
telecom customers — who they are, the products and services they

are demanding, now and in the future, and the kinds of experiences
they expect in dealing with their telecom providers. This is especially
true if, as in Europe, generally speaking, CIOs are already in place
who can focus primarily on the technical issues involved.

How important is the new role of CDO? Judging by its position in the
corporate hierarchy and on the company organization chart, many
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Exhibit 1
European operators have moved somewhat more quickly
than those in other markets to appoint CDOs

World 104
Europe 39
Asia-Pacific 26
North America 14
_ ] n=104
South and Latin America 25
- Source: Strategy& CDO
YES NO Survey 2014
Exhibit 2
CDOs are more likely to come from marketing and business
development backgrounds than from technology or IT
Product management 40%
Strategy and business
development
n=22

Technology and IT

Source: Strategy& CDO

Other Survey 2014
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telecom operators are taking the digital revolution quite seriously,

while others continue to downplay the role. Less than a third of CDOs
are members of the C-suite, where they likely report directly to the CEO,
and another 5 percent are members of their companies’ management
boards. Even more CDOs, however — 36 percent — work at the director
level, whereas 27 percent are at lower levels, where they are “heads of”
various functions (see Exhibit 3). Clearly, many operators do not yet
fully understand the critical importance of digitization, and that
building the digital capabilities needed must be supported at the
highest levels of the company.

CDOs’ briefs and responsibilities typically depend on their position and
on how their companies are organized. Those at the highest levels are
typically members of their companies’ executive team, while other
operators, like Australia’s Telstra, have spun off their digital operations
into separate divisions. Gerd Schenkel, for example, the executive
director of Telstra Digital, leads the firm’s efforts to leverage digitization
to improve the customer experience while lowering costs.

Exhibit 3
Most CDOs remain below the C-suite level

Director level 36%
C level
Department head

Other

n=22

Source: Strategy& CDO

Survey 2014
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'A CDO at work

Timo Sillober is typical of the new CDO, and his career and current

role demonstrate why that role has already become key to the digital
transformation at many telecom operators, both large and small. Sillober,
currently the director of transformation and digital and a member of the
executive committee at Vodafone Germany, began his career in business
process consulting and then IT development planning. After that, he held
several positions in IT sales and services at Siemens. When he first moved
to Vodafone, in 2005, he worked to consolidate and extend the firm’s IT
and “total communications” function throughout Europe.

This business transformation experience led Sillober to the U.K., where
as head of transformation and online at Vodafone UK, his task was to
take the division into the digital future.! Doing so proved difficult at
first, until the company realized that the shift would require more
than a new website and new services such as a multichannel customer
appointment system. “Our business processes, our infrastructure, our
IT weren’t anywhere close to supporting a truly digital, multichannel,
multiproduct company reorganization,” he says. “In effect, we needed
to build an entire new company.”

So Sillober was asked to create a completely new end-to-end business
process design:

We started off by mapping various customer journeys. What are the
wow moments where a customer would say, “Well, that’s really easy and
simple to interact with, really fits my needs, and stands out against the
competition?” This process in turn led to a discussion of the capabilities
the company would need to provide that experience — everything from
instant multichannel customer views and billing to full transparency
into inventory at all of the company’s 2,000 stores across the country.
Ultimately, Vodafone UK needed to revamp its entire IT system to back
up the new processes and capabilities. The transformation allowed
Vodafone UK to design and deliver new products and services that could
be offered and sold in a truly omnichannel way with much shorter time
to market. As a result, Vodafone UK regained its lost market share and
ultimately became the leader in digital offerings in the U.K.

Strategy&




Sillober’s success in the U.K. led him back to Vodafone’s German
division, where he was asked to take on a similar transformation

in 2012.2 Vodafone Germany was among the market share leaders

there, but was lagging in digital sales among both retail and enterprise
customers. The company placed all of its customer experience resources
within Sillober’s organization, including digital services for every
customer segment. So he is again responsible for building the capabilities
and new business processes for every channel — in-store, digital, and
call centers — while also delivering new services such as data sharing
and new converged products. Already, more than two thirds of Vodafone
Germany’s customer self-service transactions take place on its new
digital platform. And almost five times as many customer interactions
with the company take place through its mobile app rather than through
its traditional call centers.?

The effects of the transformation at Vodafone Germany extend beyond
the customer experience to include sales. By bringing actual service
agents into many of its stores, the company has changed the all-too-
often adversarial relationship between retail and digital channels. “In
Germany, 50 percent or more of customers still want to have the device
in their hands to try before they buy it,” Sillober says. “Our store agents
have come to understand that digital is a good thing, because the more
traffic we generate in online, the more footfall we create in the stores.”

Sillober’s goal, ultimately, is to transform Vodafone Germany through
digitization into a total communications platform for both its retail and
enterprise customers. Yet his view of digitization is not black and white.
“Digital, to me, doesn’t mean 100 percent digital,” he says. “Digital, to
me, means that the customer can seamlessly interact with us any way
he wants to. It’s super simple, it’s convenient, and it works all the time.
I believe that eventually most customers will prefer to interact with us
digitally. But if they decide to talk to us on the phone, or walk into a
shop, they need to have the same great experience. [ want my customers
to say, ‘Why would I ever walk away from this company? Everything

I do works, every promise they make they keep.””
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Conclusion

Timo Sillober may have more authority than most CDOs to transform
his company into a fully digital business. Still, his experience suggests
both how CDOs in the telecom industry should be thinking about their
roles and what operators must do to make a full digital transformation.
For many companies and their CDOs, the task will be arduous: outdated
organizational design, solidified business processes, and legacy

IT systems will remain serious obstacles to real change. However,
companies must undertake the effort — with the understanding

that, given the difficulties, their CDOs must have the full support of
top management to complete the top-to-bottom transformation
required. Telecom operators cannot expect to move successfully into
the digital age until they focus on the experiences, technologies, and
platforms that will best enable all of their customers — retail and
enterprise alike — to get what they want from their telecom provider.

Endnotes

" Interview with Timo Sillober (in German), IFA 2013: www.youtube.com/
watch?v=2AzP53Kz3fU.

2 Sillober has also recently been named a member of the Digital Advisory
Board for the state government of North Rhine-Westphalia in Germany:
www.digitalewirtschaft.nrw.de/beirat/.

3 Interview with Timo Sillober, Bloomberg Television, Mar. 20, 2014:

www.bloomberg.com/video/transforming-vodafone-to-fully-digital-sillober
-ryhMilP9SYqgLZ8uoBes4Q.html.
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