
SUCCESSFUL IT TRANSFORMATION
RECOGNIZE YOUR BOUNDARIES AND ACT ACCORDINGLY



The telecommunications industry is being hit from many sides these days. Companies 

struggle to systematically transform themselves in line with simple and “lean” operator 

models to address the challenges of digitalization in an increasingly competitive environment. 

In coping with the transformation requirements regarding processes, systems, skills and 

capabilities, IT is facing two major challenges: 

First, Oliver Wyman’s International Telecommunications Benchmark (ITB) shows that during 

the past five years, the ratio of IT costs over revenue among Europe’s major telecommunication 

incumbents has risen in an environment of stagnating or declining revenues.

Second, the demands from the respective business divisions have intensified. IT departments 

are required to implement more change requests with the same resources and budget, to 

speed up the implementation of new tariff options or to continuously bolster online sales 

and service channels by delivering new capabilities. 

Moving forward, all signs indicate that the needs of business divisions will continue to grow, 

creating an ongoing challenge for IT departments.

FIVE FACTORS INFLUENCING THE SUCCESS 
OF IT TRANSFORMATIONS 

Large numbers of telecommunications companies have already stepped up and tried to 

seal the expanding breach between the needs of business divisions and the perceived 

performance of IT departments by launching far-reaching IT transformation programs. 

But these programs have generally been only partially successful. The reasons for this 

range from unfilled business payoffs to canceled IT programs whose sunk costs exceeded 

the profitability improvements that were initially envisioned. Based on the wide range 

of programs that Oliver Wyman has seen, a recurring pattern was identified: Operators 

frequently selected a transformation approach that did not best facilitate the success of the 

IT transformation. In order to increase the degree of future success and to implement an 

IT transformation that will truly pay off, this article will focus on three points: the frequent 

reasons that influence the success of the programs, an approach that pinpoints the best 

method of transformation and fundamental success factors for each selected approach.

1. Synchronization with product reality

Many transformation programs are viewed as big bang projects that stretch over three years 

to five years. IT departments set out to conduct these programs in tandem with daily business 

operations and to put old systems out to pasture once the new stacks are ready and data 

has been successfully migrated. In such approaches, the business division itself frequently 

gets “lost” along the way, often because new products, services and competitive conditions 

cause the needs of the business divisions to change at the drop of a hat. This makes defining 

set timeframes impractical, particularly due to the fact that this kind of approach is unlikely to 

generate useful, measurable interim results. One concrete example: Years of diligent attempts 

to develop a central product catalogue that could display price options on the basis of various 

factors were rendered useless once flat-rate options came along. 
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2. Business-driven transformation 

For years, most programs were launched solely as IT-based transformation programs 

(like the installation of new BSS/OSS system stacks). It was not common to drive IT 

transformations as part of a greater business transformation that sought to find a common 

solution for achieving business objectives. One example seen in the past involved the 

improvement of the deployment process handled through the call center: IT set out to 

reduce the number of technical queries when obtaining customer location data. But 

established procedures and unclear areas of responsibility prevented the business division 

from signing off on modifications to the customer order-capture process. In the end, the 

efficiency-boosting potential remained untapped.

3. Sufficient decision-making power

Frequently, telecommunications companies underestimate the effort that goes into creating 

an effective transformation management system. They often treat IT transformations like 

a black box and limit their focus to IT program management, which prevents sufficient 

amounts of management and divisional decision-making power from being integrated into 

the transformation program. Critical project roles are assigned to employees who lack the 

knowledge and decision-making authority necessary to anticipate and represent the needs 

of the business. The time spent briefing them in these areas results in costly delays and 

poor decisions. In an IT transformation, this may translate into inexperienced employees 

being asked to select which legacy price plans should be migrated. Plagued by doubt or 

uncertainty, these employees might decide that “no migration is possible.”

4. Avoidance of old complexity in new processes and systems

In many cases, the complexity already permeating company operations is simply copied into 

the new systems. During the specification phase of a transformation program, the business 

division will demand the exact mirroring of pre-existing, sometimes outdated functions in 

addition to the mapping of new functions. This may be compounded by insufficient focus 

on proven industry standards and little effort to consciously drop obsolete functions. 
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ExHIBIT 1: FIVE FACTORS INFLUENCING THE SUCCESS OF IT TRANSFORMATIONS
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At one market-leading telecommunications company in Europe, Oliver Wyman 

witnessed how complex old rates used by just a subset of active customers were copied in 

a time-consuming process. No attempt was made to use the transformation program as an 

opportunity to discard these remnants of the past or to address the related IT maintenance 

efforts, new investments in the target system and additional process costs.

5. Creation of incentives for participating vendors

Friction frequently occurs when an excessively large number of different vendors are involved 

in a project. Furthermore, the vendors lack incentive to complete a transformation program 

quickly as long as they are held to effort-based contracts rather than performance-based 

agreements. This leads to budget overruns and overworked project teams who only have 

time to focus on the absolutely necessary tasks. Managing the essence of the transformation 

program takes a lower priority.

DE-RISKING IT TRANSFORMATION 

Over the years, Oliver Wyman has learned that one key to a successful transformation program 

is a systematic analysis of the degree of freedom available to each respective operator. This 

analysis must be conducted before the program is launched. Oliver Wyman refers to it as the 

“dance-floor concept” (see Exhibit 2). An analysis depicting the boundaries of the dance floor 

helps operators visualize the possible leeway for a transformation. The dance-floor assessment 

is broken down into 10 segments:

 • IT legacy structure: Have complex existing legacy systems been successfully 

replaced in the past? 

 • Use of standardized processes: To what extent are eTOM processes used in 

customer-facing processes and are the ITIL processes used in service management?  

Which processes are already receiving automated support?

 • IT partner integration: How much experience does the company have with vendor 

management? Are strategic vendors and partners active in areas that are relevant  

to the transformation program?

 • Personnel situation: How available is key qualified personnel in the affected business 

divisions and the IT department?

 • Availability of investment funds: How available is Capex in the current financial  

year and the two subsequent financial years? Is a freeze expected or is the company 

carrying out a cost-optimization program that will also reduce the amount of money 

for capital expenditures? Are short-range cash-optimization guidelines expected to 

be issued by headquarters?

 • Cost structure: How does the company’s current cost base measure up to competitors’ 

and, as a result, how large is the possible efficiency boost generated by the 

transformation program?
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 • Sales upside: How high could the transformation push sales? How realistic is this in 

the current market?

 • Organizational situation: How much autonomy does the company have to plan  

a transformation project on its own, approve it and launch it? How centrally can 

management be performed by the divisions involved in the program?

 • Transformation experience and culture: What sort of track record does the operator have 

for successful IT implementations? How extensive are the company’s change culture and 

capacity for innovation?

 • Regulatory conditions: How willing is the company to talk to regulators about certain 

aspects of the transformation, including modifications of performance and rate 

calculations? What are the chances that regulators will approve the requested changes?

On the basis of the in-depth operator interviews conducted within the framework of these 

questions and related scoring of received information, Oliver Wyman is able to determine 

the size of the dance floor.

ExHIBIT 2: ExAMPLE OF A DANCE FLOOR

QUESTIONNAIRE

1.    IT legacy structure

2.    Use of standardized processes

3.    IT partner integration

4.    Personnel situation

5.    Availability of investment funds
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WHAT STEPS SHOULD BE TAKEN ON THE DANCE FLOOR?

Depending on the size of the identified dance floor, three typical approaches can be 

developed. They each facilitate a successful IT transformation – but in different ways.

Continuous transformation

In the first approach, the transformation occurs in a sequence of many small steps instead 

of one fell swoop as a result of an assessment – this results in a small dance floor. The 

transformation program takes on the features of a continuous improvement process  

in which optimization potential is constantly pinpointed, evaluated and tapped. To the  

greatest extent possible, change needs are addressed by using standardized processes  

like demand and release management. Because continuous improvement requires a high 

degree of continuity and discipline, this type of transformation should not be viewed as  

a routine business operation. Our experience shows that three rules must be kept in mind:

Identify the long-range goal:  This must be defined even with 

restricted leeway and provides the only way to uniformly set and 

prioritize the small steps. The objective is to develop a joint IT and 

business vision, not specific system improvements or goals for each. 

This vision should focus on reaching a common understanding of 

processes, management and systems.

Prioritize transformation issues in daily business:  Repetitive 

transformation steps must be clearly prioritized according to their 

program contribution and classification. Subsequent steps would 

be carried out as “mini-projects”. One critical aspect of this work 

is to create a central coordination unit that will keep its eye on the 

forest amid the many saplings of implementation projects  

being carried out.

Continuously back up framework transformation conditions:  

A long-term transformation program carried out in many small steps 

requires a high level of dedication and a central goal. It is simply not 

enough to recognize the need for a transformation program once, to 

undertake doable improvement steps and then move on to a new set 

of issues. By providing management with a monthly progress update, 

for example, the many small improvements can be seen within a 

shared context.
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Evolutionary transformation

This approach turns requirements into transformation bundles and prioritizes them. 

These bundles are then carried out in succession rather than in one sudden company-wide 

change. This approach is particularly suited for companies with midsized dance floors. 

The fundamental rules of this evolutionary concept are:

Develop transformation bundles: The first key requirement for 

an evolutionary transformation program is to define discernible 

bundles, which could include cross-divisional improvements in 

customer processes. Other options include bundling of individual 

products or functions. A dedicated program team should handle 

the conception and implementation work as well as tackle the 

transformation bundle in periods of six to twelve months without 

slowing down daily business operations.

Achieve measurable business benefits for each transformation 

bundle: Measurable benefits should be assigned to each bundle. 

These benefits must be quantifiable and recognizable for business 

segments and in some cases even for the end customer. As part of 

this work, the perspectives of IT and the business division should be 

condensed into a single case. The success indicators/KPIs contained 

in this summary should be aligned with the priorities of the business 

divisions and should lay down specific, measurable improvements 

for each transformation bundle. Pure IT KPIs, like CRM maintenance 

costs, should not play a major role here. 

Develop new ways of thinking in the transformation bundle:  

A sustainably successful transformation program must do more 

than just work down a laundry list of transformation bundles and 

hone in on business benefits. Another vital requirement is to develop 

a new way of thinking within the bundles themselves. The old ways 

must be questioned, and the project team should delve into such 

issues as why a separate process needs to be set aside for every 

customer segment. Oliver Wyman has demonstrated in its work 

that this approach produces sensible, useful methods for executing 

of transformation bundles because small process changes alone 

generally have very little financial impact.
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Business change program

In contrast to the evolutionary process, this concept involves a sweeping, one-step 

transformation. Typically, such a program lasts at least three to five years and embraces 

all functions within a company, processes and IT systems. The keys to its success lie in a 

high degree of decision-making freedom and a commitment to the transformation process 

conducted on a relatively large dance floor. The three fundamental rules of this process are:

Employ a “zero-based” transformation goal: The high level of decision-

making freedom uncovered by the dance-floor analysis should serve 

as the motivating force to achieve fundamental change. In this 

case, work literally begins with a blank sheet of paper and a number 

of fundamental questions: How should we position ourselves to 

achieve maximum efficiency while, at the very least, maintaining 

our present level of customer satisfaction? And what is keeping us 

from minimizing the customization of available standard solutions? 

To fully exploit the opportunity for revolutionary change, these 

questions must be asked over and over again.

Deliver interim success: Given the length of the transformation 

program, prompt and regular delivery of tangible successes is 

essential. These interim steps, which can be reported every six 

months, may indeed cause development costs to rise. But the 

benefits arising from the reduction of transformation risks far 

outweigh these extra costs. The resulting cascade of positive 

developments will begin with such things as the early use of new 

functions and ultimately lead to a higher degree of transparency 

and a continuous confirmation of the transformation program’s 

ability to deliver. These gains will subsequently reinforce cross-

divisional support for the entire effort.

Integrate transformation partner: The success of scaling 

resources and know-how that is required by a comprehensive 

business change program hinges on the appropriate assimilation of a 

transformation partner into the process. One aspect of this approach 

is to create a strict vendor interface that focuses on performance 

management. Above all, though, the incentive package for the 

transformation partner must be intelligently drawn up. In essence, 

the partner must have a vested interest in delivering results on 

time, on budget and of high quality as well as in achieving long-

range reductions in IT costs. The result: increased transparency 

of supplier services and the chance to slash the total costs of the 

transformation program throughout the project’s life.
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SUMMARY

To offset rising cost pressure over the long term and to close the gap between perceived IT 

performance and the growing demands of business divisions, IT must select a transformation 

concept that has a higher chance of succeeding than ones undertaken in the past. If you have 

planned an IT transformation or are already in the middle of one, it is advisable to invest 

in selecting the appropriate approach, including a critical examination of your business’s 

own parameters, abilities and experience. But choosing the right concept is hardly enough 

in and of itself to produce major change. Oliver Wyman’s experience has shown that a strong 

commitment to the selected concept and the implementation of the guidelines outlined 

in this report will measurably increase the chances that the transformation program will 

succeed in the end.



CASE ExPERIENCES 

IT TRANSFORMATION AT OPERATORS FACING 
THE FIxED/MOBILE INTEGRATION CHALLENGE

In recent years, many operators have followed a strategy of offering convergent 

products to their residential and business customers. Some operators who 

followed this strategy of “all services from one supplier” have used the new 

positioning as a way to reinvent themselves by creating new brand positioning 

and establishing brand promises of “simplicity”, “easy interaction”, superior 

customer experiences and lean go-to-market structures. 

Flipping the perspective, reality within these operations often diverges from this 

ideal. Although convincing in branding and go-to-market, many operators have 

struggled to master the next logical, necessary step of back-end integration. 

Behind the fixed/mobile facade, there are often two companies operating, 

working together with a good number of workarounds or intermediate solutions 

using old disjoined structures. Today, these operators are still dealing with 

such issues as:

 • Separate and heterogeneous product structures that are not prepared 

to handle real converged, modular offers for creating an amazing 

customer experience 

 • The unsolved issue of the future, unified customer data structure, which 

should enable two-way cross- and upselling between the individual and other 

members of his or her family or household

 • Several variants of customer-facing processes, supported by a good 

number of fixed and mobile IT stacks and systems, as well as unclear 

responsibilities and non-harmonized structures 

 • Limited flexibility in IT architectures to support the specific demands 

of multichannel client services in sales and service or customer 

value-oriented selling

 • Significant back-office overhead maintaining and supporting parallel, 

duplicate processes (e.g. bill creation, collections and management of 

numbers and SIM cards)
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The reasons why many operators have not yet mastered this challenge and taken 

this “obvious” next step are manifold: Precedence is instead given to assigning 

higher and more short-term priorities for the development of marketable 

products and services or to fulfilling the requirements of urgent topics like 

successful multichannel management and online shifts as well as the migration 

of customers to IP infrastructures, just to name a few factors. The list of burning 

issues that today’s operators and their respective IT teams are expected to support 

and deliver – ideally in parallel – continues to expand. Many times operators 

have failed to find the right approach to master this variety of fundamental 

changes while securing the investments and capacity necessary to complete 

the fixed/mobile integration.

Large change programs often veer off course when it comes to adhering to the 

requirements of freezing developments on the market and product-development 

side or fulfilling the request to double IT spending for developing existing 

systems in line with the future greenfield target application landscape. 

Because of these trends, several of recent Oliver Wyman clients have decided 

to take the evolutionary approach. A key aspect of this approach involved 

performing the transformation of one customer-facing process at a time to 

ensure a fundamental, end-to-end optimization. Based on the importance of  

the service processes (determined by total costs and service volumes as well 

as the high proportion of external workforce), this process is often chosen as 

a starting point. 

Following this approach, these operators have proven themselves capable of 

living up to their brand promise of simplicity and lean convergent operations. 

Step-by-step consolidation of IT systems and structures led to shorter time-to-

market periods (20-40% decrease) and fewer costs for launching new campaigns 

and products (50-75% decrease per campaign). In addition, they also resulted in 

a higher degree of automation by eliminating workarounds between fixed and 

mobile processes (20-30% increase) as well as a significant step toward a higher 

degree of online share in sales and service by laying the foundation for a new 

customer interaction model in parallel to integrating the back-end process 

(50%-100% increase). Overall, a 15-25% reduction of the process costs  and the 

realization of IT savings in the range of 10-30% have proven to be  realistically 

achievable in a timeframe of three to five years.
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