Leaders spend billions
on Digital Transformation.
How to keep up?

Digital disruption is like a giant white shark hunting businesses in
the deep waters of the global economy. Industry leaders respond

/}‘A( with digital transformation initiatives and we can learn a lot from

their examples.
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INTRO

Digital transformation is not a buzzword anymore, it is a
matter of survival. Smart technological start-ups disrupt
established competitors and the whole industries. If
your products, services, and experiences are not digitally
enhanced, there is a big chance your business model will
become obsolete by 2020.

F)isruptive technologies affect global economy
in SO many ways:

® Create new business opportunities;

©® Generate new funding channels;

® Speed up business innovation;

©® Shift customer expectations;

® Increase the demand for digital employees.
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By 2020, digital will be the key
revenue driver for 50% of the
Global 2000 companies

By 2018, over 70% of the world’s
largest corporations will establish
dedicated digital transformation
teams

Keep in mind, the majority of the world’s biggest publicly
traded corporations operate in mature industries like
Retail, FMCG, Finance, Insurance, Automotive, Oil &
Gas. This means that virtually the whole global economy
is being disrupted. Decision makers across the globe
agree disruption is imminent even for industries where
penetration of digital technologies has been historically
very low. Facing digital disruptions, businesses react to
the changing environment.

At least 40% of all businesses will die in the next 10 years...
if they don’t figure out how to change their entire company
to accommodate new technologies.”

— John Chambers, Executive Chairman, Cisco Systems, 2015



At the same time, various studies indicate there is still
a huge gap between the understanding of the need for
change and starting with the actual digital transformation.

This data has one important implication:

Even if you are behind with digital,
there is still time to close the gap

With an effective digital transformation strategy in place,
any company can catch up with the leaders in a relatively
short timeframe. This is especially true for industries

where digital penetration is relatively low, e.g. insurance.

Still, before embarking on digital transformation, it’s only
logical to learn from the best - the digital natives. Studies
reveal, digitally established companies across different
industries follow common patterns when designing their
digital strategies. They also enjoy similar financial benefits
derived directly from the technological supremacy. What
can smaller businesses learn from these success stories?
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Digital Transformation Global Overview

. ~

5% 16%

of companies mastered digital to of companies think they
a point of differentiation from are digital natives
their competitors

47% 85%

of companies have not feel they will fall behind competitors if
started with digital they don't start digital transformation
transformation by 2019



LEARN FROM THE LEADERS - N-iX
OF DIGITAL TRANSFORMATION

Technology is disrupting the global economy and the
world’s largest companies invest heavily to take advantage
of these changes. Market leaders across different
industries like Verizon, Ford, Caixa, and Amazon spend
hundreds of millions USD to stay ahead of the crowd.
They put a lot of effort into developing a digital ideology
and sourcing top IT talent. These are digital natives.

As of May 2017, only 16%
of companies recognize themselves
as digital natives

Studies show these companies realized the challenges
brought by disruptive technologies early on and saw
the opportunities that came along. They acted fast to
adapt to the challenges and implemented their digital
transformation strategies. As a result, digital natives
enjoy distinct financial benefits.

Digital Natives:

Profitability: +25% above market.
Sales: +9% compared to industry average.

How can smaller companies keep up the pace? One way
todoitis to look at the digitally advanced enterprises and
learn from their success stories. Various studies show
technological leaders share certain common features:

A formal business strategy for digital. Digital natives
outlined and communicated how they are going to use
disruptive technologies to achieve their business goals.

CEO leads digital transformation. Top management
involvement stresses the importance of the digital
change. It also ensures the credibility of the
transformational efforts.

Outside boost of digital capabilities. Digital natives
turn to third-party service providers and open source
communities far more often than their competitors do.

Use these points as a guideline when assessing digital
transformation needs of your company.



DEVELOP BUSINESS STRATEGY | N-iX

FOR DIGITAL

It is hard to achieve any consistent results when you don’t
know where you are headed. There is little sense in
embarking on digital transformation because “you have
to”. A clear strategy helps you figure out how technology
is going to support your business objectives.

The strategy does not have to be frozen. The goals can
change along the way, as your organization learns more
about digital and as new opportunities and threats arise.
Moreover, as new disruptive technologies emerge, it is
important to revise the digital strategy on a continuous
basis.

‘ ‘ Silicon Valley is coming and if banks don’t up

their game, then tech companies will take over
the industry’s business.”
— Jamie Dimon, CEO, J.P. Morgan, 2015



FORM STRATEGIC -iX

PARTNERSHIPS

Even leading hi-tech companies cannot fill all technological
gaps. As new technologies continuously evolve, digital giants,
too, have to reach out to service providers and open-source
communities. Certainly, looking outside an organization is
also equally important for midsize and small companies.

Businesses can benefit from partnerships with
third-party solution providers in several ways:

Outsource parts of the
transformation process where your company has little
or zero expertise. This way you can close the gaps in
your digital capabilities and focus on other critical
transformational objectives.

. Learn about the newest disruptive
technologies and find ways to use them for your business
needs. Many ideas are born along the way as soon as
you engage with an outsourcing vendor. It is common
for partnerships to start on a smaller scale and then to
expand into additional digital solutions as you proceed
along the learning curve.

67% of companies believe the
partnership with a digitally
advanced vendor is a good digital
transformation strategy

Speed is one of the key features
of any digital transformation process. Third-party
providers already have expertise in particular domains.
Therefore, they can develop digital solutions faster than
your internal team.

Solution providers that
specialize in digital transformation usually have
experience in multiple disciplines. It is highly possible
that a single vendor can fill in most, if not all, of your
technological gaps. For instance, a single provider can
have expertise in scalable cloud solutions, blockchain,
digital mobility apps, big data tools, Al and machine
learning, VR/AR applications, and more.
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It seems businesses realize the importance of outsourcing Technological disruption calls for closer cooperation

to external service providers, but there is much room for between customers and vendors. This way clients learn
improvement. Studies reveal interesting findings: more about vendors’ capabilities. Additionally, vendors

become well aware of the customers’ needs and can offer
® The majority of businesses that collaborated with third- unique tailored solutions.

party vendors are satisfied with their choice to outsource.

® At the same time, companies are not structuring By 2019, 3rd platform technologies
consistent and ongoing collaboration with their solution & services will drive nearly 75% of
providers. For various reasons, they are reluctant to engage IT spending

in a deeper cooperation, which creates unnecessary
bottlenecks and slows down the implementation process.

® Asaresult, only 34% of businesses are completely
satisfied with their digital vendors.

‘ ‘ Big Data scales beyond the confines of the
traditional business model in the operation
of physical facilities; so companies are
outsourcing data processing tasks.”

— Philip Evans, senior advisor, Boston Consulting Group, 2016



EXPLOIT OPEN SOURCE

SOLUTIONS

Open source solutions and software components help
businesses close the gaps in their digital capabilities.
Just look at the major innovators of today’s digital era.
Amazon, Google, and Facebook rely on so many open
source components. Much of their successful innovation
can be attributed to the use of free software across their
products and services.

By 2020, digital transformation
teams will source 80%+ of their
solution components from open
source communities

Open source software offers great possibilities that you
simply cannot overlook:

With open source
software, companies no longer have to rely solely on their
own IT department. Open source communities remove
technological boundaries and enable businesses to deploy
digital solutions they would never be able to implement
on their own.

-iX

Proprietary software licenses eat
up a big chunk of the IT budgets. Using free components
instead allows redirecting expenditures to innovation and
other important aspects of digital transformation.

Shape your digital products and
services the way you want. With open source software,
you can easily add new features, customize, and adjust
platforms according to your business needs. This allows
to reshape software in order to create unique sales
propositions - something that is hard to achieve with
closed source software. Open source components
are also easier and faster to debug and patch, once
performance issues are discovered.

Outsourcing parts of the digital transformation
process and using open source components are
closely related.

Leading third-party solution providers rely heavily on
open source software, as in most cases this is the only way
to keep up with the latest technology. That is why finding
strategic partners with the required expertise is of key
importance for successful digital transformation.



SHIFT FROM DIGITAL STRATEGY
TO DIGITAL CULTURE

AS OF MAY 2017, THE BIGGEST DISRUPTIVE TECHNOLOGIES ARE (% OF RESPONDENTS):

54%

Mobile

58%

Cloud

&

]

Furthermore, digital innovation shows no signs of slowing
down. Quite the contrary, while new technologies like
blockchain, machine learning, and VR/AR are only gaining
steam, the Next Big Things are already at the doorstep.

Various industries are facing disruption from the
emerging technologies:

Direct neural interfaces that will connect human brains
to the machines. This technology is only in the experimental
phase, but it is already expected to become a market standard
in Healthcare and Consumer Electronics. Direct neural
interfaces can potentially affect many if not all industries.

Autonomous cars and flying vehicles can completely
alter the landscape of the global economy. This technology

52%

Data

AL 15

Social Media

is likely to change entire cities creating new channels for
companies to reach out to their potential customers.

Internet of Things (loT) is going to connect more and
more devices, becoming a game changer in consumer
electronics. Forecasts show that global sales of loT
products will double to reach three trillion USD by 2020.

Cognitive/Artificial Intelligence has been a hot topic
for the last 10 years. Finally, technology and computational
powers brought humanity to the verge of creating the first
true Al. Itis hard to predict how exactly it will affect the
economy, but it is clear the impact is going to be massive.

- N-iX



That said, businesses have to realize digitization is actually
not a one-time effort. Rather, it is a continuous process of
extracting value from existing and evolving technologies.

78% of organizations regard
strategic alignment of business
strategy and IT as the most critical
organizational capability

Therefore, digital transformation is just a tip of the
digitalization iceberg. It is necessary during the transition
phase, but the ultimate goal is to carve digital ideology
into the company’s DNA. Organizations must develop an
ability to adapt to evolving disruptive technologies on

a continuous basis. In a way, the global economy moves
towards agile, incremental, IT-like growth.

N-iX

‘ ‘ Digital is not part of our business;
digital is our business.”

- Ashok Vaswani, CEO, Barclays UK, 2017



TELEFONICA iX

As one of the world’s largest telecom providers, Telefénica
faced overwhelming competition from its more digitally
advanced competitors. Telecom operators owned

by Telefénica in various countries followed a huge number
of service delivery techniques and methods. This strategy
resulted in a very fragmented IT infrastructure and chaotic
data management.

Telefénica realized the need for digital transformation
with standardization in mind. They wanted to eliminate
fragmentation, boost customer service, and greatly
improve the efficiency of operations. Telefénica’s
management decided to deploy rigid out-of-the-box
solutions throughout its operator companies.

TELEFONICA'S STRATEGY FOR DIGITAL

Telefonica’'s management put business goals at the heart
of digital transformation. They developed a vision and
objectives for the change that later translated into a clear
company-wide digital strategy. Managers of the telecom
operators in separate countries and even front-line
employees were well aware of the intermediate targets
and the ultimate goals of the transformation process.

TELEFONICA'S STRATEGIC PARTNERSHIPS

After formulating its digital transformation initiative,
Telefénica started searching for strategic partners.
Overall, they selected three key partners:

Amdocs supplied customer experience solution.
Netcracker delivered business support system solutions.

Huawei provided Telco OS that covers an entire lifecycle
of telecommunication services and operations.

Opting for only a few vendors that deliver out-of-the-box
solutions enabled Telefénica to achieve its primary objective:
standardization. They created a unified catalog of services
across its divisions and automated many routine tasks. This
move allowed to transform a giant company into real-time,
data-driven, and omni-channel communications service
provider that is able to compete with the digitally native rivals
on a global scale.

At the same time, Telefénica did not want to rely on a single
vendor. By selecting a number of service providers, they
aimed to foster competition among suppliers and leave some
freedom of choice for telecom operators in particular regions
of operation.



TELEFONICA’'S OPEN SOURCE COMPONENTS

Telefénica was able to establish a robust big data
infrastructure and a standardized data model throughout
its multi-national mobile operators. The company decided
torely on avariety of open APIs for seamless integration of
any future internal or external solutions and components.
Open API frameworks also enable Telefénica to scale its
existing IT infrastructure in a timely and painless manner.
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Digital transformation at Telefénica was a success. The
initiative decreased time to market and greatly reduced
the number of data centers, physical servers, and IT
applications. Still, Telefénica management sees this
transformation only as the basis for future operation.

The end target is to make the company a digital native and
create a new business culture that incorporates digital
technology. Telefénica aims at digitizing its operations at
every stage of the value chain. The most recent novelty

of the telecom giant is the launch of an Al assistant Aura,
and the management says the innovation process is never
going to stop. The company will do what it takes to stay

at the forefront of digitization.



LEBARA

Lebara is a mobile virtual network operator (MVNO)
headquartered in London, UK. Like many other telecom
companies, Lebara realized its customers were looking
for digitally enhanced user experiences, automated
services, and easy-to-use web & mobile apps.

Lebara’s management decided to embark on a digital
transformation to match customer’s expectations and
ultimately grow their subscription base.

LEBARA'S DIGITAL STRATEGY

Lebara aims to transform into a fully digital operator. They
want to sell the vast majority of their services via digital
channels. Management identified three key areas of
digital transformation at Lebara:

® Microservices backend. Lebara decided to switch to
lightweight microservices infrastructure to create an omni-
channel delivery system. This goes a long way towards
delivering seamless, high-quality customer experience.

® Back office. The idea is to switch from complicated

tracking and reporting to standardized back-office operations.

Another issue is a legacy platform that interacts with
mobile operators in different countries.

@ Front office. In the long run, Lebara aims to shift their
focus from physical sales points to digital channels with
personalized subscription plans, promotions, billing, and
more. The company wants to create a set of mobile and web
solutions to enhance its digital services.

X



LEBARA'S STRATEGIC PARTNERSHIP WITH N-IX
Since 2014, Lebara developed a close partnership with a
Ukrainian solutions provider N-iX LLC. The management
decided to extend cooperation with its key vendor to include
digital transformation initiatives. N-iX offers expertise

in awide array of technologies including cloud, business
intelligence, mobile, and more. This cross-domain expertise
fits well into Lebara’s digital transformation strategy.

The solutions developed by N-iX include:

® Paymentengine;

® Customer management systems;

® Campaign management tools;

® Shared data and content management solutions;

® Real-time charging and offer management apps;

® Reporting, accounting, and billing applications;

® Digital content streaming.

Cooperation between Lebara and N-iX is a good example
of how a company can greatly improve customer service,
leverage digital know-how, and achieve cost efficiency at
the same time. With the help of its digital vendor, Lebara
is able to extend its internal capabilities significantly.

OPEN SOURCE COMPONENTS AT LEBARA

Inits solutions, N-iX extensively uses open source software
components on .NET, Java, and Hybris. Deep modifications
of these components are used in multiple solutions for Lebara.
This way the vendor extends its internal technological
capabilities, greatly increases software flexibility, and eases
modifications and patching. The ultimate goal is to increase
the value for Lebara.

Strategically, the management sees digital as an integral
part of the corporate culture, not merely a set of segmented
technologies. Lebara also wants to employ the IT development
approach across all of its operations. The company regards
Scrum, Kanban, and other Agile methodologies as a good fit
into their digital native strategy. Combining business goals
with a digital mindset should help to adapt seamlessly to any
existing and emerging technologies.

X



9 KEY TAKEAWAYS

Digital technologies disrupt global the economy. If your
products, services, and experiences are not digitally
enhanced, there is a big chance your business model will
become obsolete by 2020.

Digital natives spend hundreds of millions USD on
existing and emerging technologies to retain the
competitive edge. As a result, they are 25% more
profitable than their non-digital competitors.

Digital natives have a formal business strategy for digital
and a CEO leads digital transformation initiatives.

Digital natives actively cooperate with third-party
service providers and reach out to open source
communities more often than their competitors.

A clear business strategy for digital is necessary
to understand how technology is going to support
company’s business objectives.

Choosing the right digital partner is critical for successful
digital transformation. Third-party solution providers
give businesses access to sophisticated expertise and
valuable digital insights.

Technological disruption calls for closer cooperation
between customers and their digital vendors.

Open source solutions and software components
remove technological constraints, boost innovation,
and keep digital flexible.

Digitization is a continuous process of extracting value
from existing and evolving technologies. The ultimate
goal is to carve digital ideology into the company’s DNA.

X

— Andrew Pavliv, Founder & CEO, N-iX LLC, 2017
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HOW N-iX HELPS COMPANIES

GO DIGITAL

N-iX helps global enterprises with their digital transformation
initiatives. Over 600 software engineers in Ukraine, Poland,
and Belarus build sophisticated solutions that combine
various technologies including big data, business intelligence,
blockchain, data science, enterprise mobility, VR, and more.

We develop software and provide technological insights
for companies that operate in finance, healthcare,
hospitality, telecom, automotive, and other industries.
N-iX helps clients like Lebara and CurrencyCloud translate
their digital transformation strategies into success stories:

Employing Data Science, Big Data and Bl for data-
driven transformations;

Delivering innovative enterprise mobility solutions;

Transforming critical business processes through
effective CCM and ECM;

Leveraging blockchain technology to create
decentralized applications;

Building enterprise VR and AR apps.

Would you like to know more about Digital Transformation
expertise of N-iX? Connect with our experts using this

online form.


https://n-ix.com/contacts/

