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At the forefront of the ‘“Telco to Techco’ evolution lies a strategic opportunity for telcos to partner
with Microsoft, leveraging its industry-leading Azure cloud platform and Microsoft 365
productivity suite. By integrating these services into their portfolios, telcos can unlock new
revenue streams, deepen customer relationships, and position themselves as indispensable
players in the digital economy.

This market research report, From Telco to Techco with Microsoft: The Business Model for
Telcos to Sell and Deliver Azure and Microsoft 365 Services, explores the potential of this
business model, examining the market dynamics, customer needs, and operational frameworks
that will enable telcos to successfully transition into Techcos.




Executive Overview

The telecommunications industry is undergoing a profound transformation, driven by rapid
technological advancements, evolving customer expectations, and intensifying competition

from digital-native players.

As traditional revenue streams such as voice and data services face saturation, telecom
operators (telcos) are increasingly seeking new avenues for growth and relevance in a
cloud-centric, software-driven world. This shift has given rise to the concept of the
"Techco"—a telco that transcends its conventional role as a connectivity provider to become
a technology solutions partner, delivering value-added services that meet the demands of

modern enterprises and consumers alike.

Drawing on industry trends, competitive analysis, and insights into Microsoft’s ecosystem,
this report provides a roadmap for telcos to capitalize on this transformative opportunity and

thrive in an increasingly interconnected and cloud-driven marketplace.
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Section 1: The Changing Landscape of
the Telecommunications Industry

The telecommunications sector has long been a cornerstone of global connectivity, enabling
communication and data exchange across vast distances. However, the industry is now at a
pivotal inflection point. Traditional telco revenue models, heavily reliant on voice services,
SMS, and basic data plans, are under pressure due to market saturation, commoditization,
and the rise of over-the-top (OTT) players like WhatsApp, Zoom, and Netflix. These digital
disruptors have shifted customer expectations, demanding faster, more flexible, and

value-added services that go beyond mere connectivity.

Simultaneously, the advent of cloud computing, artificial intelligence, and the Internet of
Things (IoT) has opened new frontiers for growth. Enterprises across industries are
increasingly adopting cloud-based solutions to enhance operational efficiency, scalability,
and innovation—creating a surge in demand for reliable, secure, and localized cloud
services. This presents a unique opportunity for telcos, whose existing infrastructure,
customer relationships, and regional expertise position them as natural partners in the

delivery of advanced technology solutions.

The transition from Telco to Techco represents a strategic evolution: moving from a
utility-focused provider of bandwidth to a dynamic enabler of digital transformation. By
partnering with Microsoft to offer Azure’s cloud infrastructure and Microsoft 365’s
productivity tools, telcos can meet the growing needs of businesses and public sector
organizations while diversifying their revenue streams. This section examines the key
drivers behind this industry shift, including technological trends, competitive pressures, and
customer demands, setting the stage for understanding how telcos can leverage Microsoft’s

ecosystem to redefine their role in the digital age.
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Microsoft has established a wide array of strategic partnerships with telecommunications
companies to drive innovation, expand its cloud services, and enable digital
transformation across the industry. These collaborations focus on integrating Microsoft’s
Azure cloud platform, Microsoft 365 productivity suite, and advanced Al capabilities into
telecom offerings, helping telcos evolve into technology-driven entities—or "Techcos."
Below is an exploration of some key Microsoft partnerships with telecom operators,

highlighting their objectives and impact.

1. Telefonica: Pioneering Al and Cloud Innovation

Microsoft’'s partnership with Telefonica, one of the world’s largest telecom operators,
exemplifies a deep collaboration aimed at transforming customer experiences and
modernizing network operations. Announced in 2019 and expanded in subsequent years,
this alliance leverages Azure and Azure Al to enhance Telefénica’s services. Key aspects

include:

e Al-Powered Customer Engagement: Telefonica integrated Azure Cognitive
Services into its Al assistant, Aura, enabling personalized customer interactions
across mobile apps, pay-TV, and call centers in multiple countries.

e Cloud Expansion: Microsoft established datacenters in Spain to deliver Azure,
Microsoft 365, and Dynamics 365, supporting Telefénica’s customers in accelerating
their digital transformations.

e Network Transformation: The partnership explores the use of Al, blockchain, 5G,
and edge computing to optimize Telefénica’s network, reduce costs, and prepare for

future demands.

This collaboration reflects a shared commitment to ethical data use and GDPR compliance,

positioning Telefénica as a leader in Al-driven telecom services.

2. AT&T: Core Network Evolution
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AT&T and Microsoft forged a multi-year alliance in 2021 that reshaped their approach to
cloud and networking. A cornerstone of this partnership was AT&T’s transfer of its
Network Cloud 2.7 software technology to Microsoft, which bolstered the development of

Azure for Operators (now Azure Operator Nexus). Highlights include:

e Cloud-Native Core: AT&T is consolidating its legacy core networks into a single,
cloud-native standalone core powered by Azure Operator Nexus, a hybrid cloud
platform tailored for carrier-grade workloads.

e Al Integration: AT&T leverages Azure OpenAl Service for internal tasks, such as
HR processes, showcasing broader applications beyond networking.

e 5G and Edge: The partnership enhances 5G capabilities and low-latency edge
computing, enabling innovative solutions for industries like retail, healthcare, and

manufacturing.

Despite Microsoft’s recent shift away from selling network functions directly, AT&T continues
to deepen its reliance on Microsoft’s cloud infrastructure, underscoring a robust, ongoing

relationship.

3. Vodafone: Scaling Generative Al and Cloud

In January 2024, Vodafone signed a 10-year strategic partnership with Microsoft to serve
over 300 million businesses and consumers. This deal emphasizes cloud transformation

and Al innovation:

e Azure Modernization: Vodafone is migrating its data centers to Azure, enhancing
scalability and resilience while reducing infrastructure costs.

e Generative Al: The partnership integrates Azure OpenAl Service to improve
customer service, employee productivity, and digital offerings, such as personalized

business solutions.
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e loT and Digital Services: Vodafone’s expertise in loT complements Microsoft’'s

cloud capabilities, enabling new revenue streams through connected services.

This alliance highlights Microsoft’s role in helping telcos monetize their networks and deliver

scalable digital solutions.

4. Telstra: Enhancing Collaboration Tools

Microsoft partnered with Telstra, Australia’s leading telecom provider, to launch Telstra
Calling for Office 365 in 2018. This collaboration integrates Microsoft's Skype for Business

and Teams with Telstra’s voice services:

o Unified Communications: The service provides native voice calling within Microsoft
365, improving enterprise productivity and collaboration.
e Scalability: Leveraging Azure’s infrastructure, Telstra delivers reliable, scalable

communication solutions to government and business clients.

This partnership demonstrates how Microsoft enhances telco offerings with seamless,

cloud-based productivity tools.

5. SES Satellites: Cloud Connectivity at Scale

In 2021, SES Satellites named Microsoft as its first cloud provider customer for the O3b

mPOWER constellation, a medium Earth orbit satellite system. Key elements include:

e Network Diversity: Azure utilizes SES’s managed connectivity services for
gigabit-speed, low-latency links, enhancing cloud service resiliency.
e Edge Compute: The partnership supports Azure’s edge computing ambitions,

bringing cloud capabilities closer to end users.

This collaboration underscores Microsoft’s strategy to extend Azure’s reach through satellite

connectivity, a critical enabler for global cloud adoption.
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Strategic Themes Across Partnerships

Microsoft’s telecom partnerships share several common goals:

e Cloud Adoption: Telcos leverage Azure to modernize infrastructure, reduce costs,
and scale operations.

e Al and Innovation: Integration of Azure Al and generative Al tools enhances
customer experiences, operational efficiency, and new service creation.

e 5G and Edge: Collaborations harness 5G and edge computing to deliver
low-latency, high-performance solutions.

e Revenue Diversification: By reselling Azure and Microsoft 365, telcos tap into
enterprise demand for cloud and productivity services, moving beyond traditional

connectivity.

Evolving Focus

In 2024, Microsoft shifted its telecom strategy, selling its Metaswitch business to Alianza
and focusing less on network functions like Azure Private 5G Core. Instead, it emphasizes
platform and Al capabilities, partnering with third-party providers to deliver network solutions
while enhancing Azure’s role as a foundational platform. This pivot allows telcos to build

custom solutions using Microsoft’s secure, Al-driven ecosystem.

Conclusion

Microsoft’s partnerships with telecom giants like Telefénica, AT&T, Vodafone, Telstra, and
SES illustrate a transformative approach to the industry. By combining Azure’s cloud
prowess, Microsoft 365’s productivity tools, and Al-driven innovation, these collaborations
empower telcos to evolve into Techcos, delivering advanced services that meet the
demands of a digital-first world. As the telecom landscape continues to evolve, Microsoft
remains a pivotal partner, driving both technological advancement and business model

reinvention.
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Operator Connect — Bridging Telco
Services and Microsoft 365 Applications

As telecom operators (telcos) pivot toward becoming technology-centric "Techcos,"
Microsoft's Operator Connect emerges as a pivotal product that bridges traditional telecom
services with the Microsoft 365 ecosystem. Launched as part of Microsoft’s strategy to
integrate public switched telephone network (PSTN) calling into Teams, Operator Connect
simplifies the delivery of voice services, enabling telcos to seamlessly extend their offerings
into the cloud-based productivity and collaboration tools that define modern enterprise
workflows. This section examines how Operator Connect functions as the critical link
between telco infrastructure and Microsoft 365 applications, empowering telcos to enhance

their value proposition and drive digital transformation for their customers.

What is Operator Connect?

Operator Connect is a Microsoft Teams feature that allows telcos participating in the
Microsoft Operator Connect Program to provide PSTN calling services directly through the
Teams platform. Unlike traditional telephony setups or even Microsoft’s Direct Routing,
which requires businesses to manage session border controllers (SBCs), Operator Connect
shifts the infrastructure burden to the telco and Microsoft. Telcos deliver voice services over
Microsoft Azure Peering Service, while Microsoft hosts the SBCs in Azure, creating a
streamlined, cloud-to-cloud integration. This setup enables businesses to assign phone
numbers, manage calling plans, and enable Teams-based telephony—all from the Teams

Admin Center—without complex hardware or configurations.

The Critical Link to Microsoft 365

Operator Connect serves as the linchpin that connects telcos’ core competency—reliable
voice and connectivity services—with Microsoft 365’s suite of applications, including Teams,

Outlook, Word, Excel, and more. This integration transforms Teams from a collaboration
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tool into a unified communications hub, embedding telephony within the broader

productivity ecosystem. Key ways Operator Connect bridges this gap include:

1. Seamless Voice Integration with Teams

o Operator Connect enables telcos to deliver enterprise-grade voice calling
(inbound and outbound) natively within Teams, Microsoft 365’s flagship
collaboration platform. Users can make and receive calls using their existing
phone numbers directly alongside chats, meetings, and file sharing,
consolidating communication channels into a single interface.

o Example: Telstra’s Telstra Calling for Microsoft Teams leverages Operator
Connect to provide PSTN connectivity, enhancing Teams with unlimited North
American calling and a 99.9% uptime SLA, all managed through the Teams
Admin Center.

2. Unified Management and Billing

o Telcos can offer Operator Connect as a managed service, allowing customers
to provision phone numbers and calling plans alongside their Microsoft 365
subscriptions. This unified approach simplifies procurement and
administration for enterprises, aligning telephony costs with cloud software
licensing.

o Benefit for Telcos: By bundling Operator Connect with Microsoft 365, telcos
can upsell value-added services, such as call analytics or premium support,
directly through Microsoft's ecosystem.

3. Enhanced Productivity Features

o Operator Connect integrates with Microsoft 365’s Al-driven tools, such as
Microsoft Copilot, which can transcribe calls, summarize meetings, or
generate actionable insights from voice interactions. This elevates telephony
from a standalone service to a productivity enhancer within the Microsoft 365

workflow.
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o Example: A business user can join a Teams meeting via a PSTN call,
have it transcribed in real time, and share the summary in Word—all
powered by Azure Al and Operator Connect.

4. Global Reach with Local Expertise

o Telcos leverage their regional PSTN infrastructure and compliance knowledge
to deliver Operator Connect services tailored to local markets. This ensures
that Microsoft 365 users benefit from reliable, compliant telephony without
sacrificing the global scalability of Azure’s cloud backbone.

o Example: Vodafone’s 10-year partnership with Microsoft (announced in 2024)
uses Operator Connect to deliver voice services across 300 million

customers, integrating seamlessly with Microsoft 365 deployments.

Strategic Advantages for Telcos

Operator Connect positions telcos as critical partners in the Microsoft ecosystem, enabling

them to:

e Monetize Existing Infrastructure: Telcos can repurpose their PSTN networks to
deliver cloud-based voice services, generating new revenue streams without
significant CapEx investments.

o Simplify Deployment: By offloading SBC management to Microsoft, telcos reduce
operational complexity, allowing faster rollout of Teams telephony to enterprise
clients.

e Enhance Customer Stickiness: Offering Operator Connect alongside Microsoft 365
creates a cohesive solution that locks in customers, reducing churn and deepening

relationships.

Enabling the Techco Transition

For telcos, Operator Connect is more than a technical integration—it’'s a strategic enabler of

the Techco model. By linking their telephony expertise with Microsoft 365’s cloud
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applications, telcos evolve from connectivity providers to comprehensive technology
solution providers. This shift is particularly impactful for enterprise customers, who
increasingly demand integrated solutions that combine communication, collaboration, and
cloud computing. Operator Connect allows telcos to meet these expectations, delivering a
carrier-grade, Al-enhanced experience that complements Azure and Microsoft 365

offerings.

Challenges and Considerations

While Operator Connect offers significant benefits, telcos must navigate challenges such

as:

e Program Requirements: Joining the Operator Connect Program requires meeting
Microsoft’s stringent technical and contractual standards, which may necessitate
upfront investments in Azure integration.

e Competition: Telcos face rivalry from other operators and Microsoft’s own Calling
Plans, requiring differentiation through superior service quality or pricing.

e Customer Education: Enterprises may need guidance to fully leverage Operator
Connect within Microsoft 365, placing a premium on telco support and training

capabilities.

Conclusion

Operator Connect stands as the critical link that unites telco services with Microsoft 365
applications, transforming Teams into a powerful hub for communication and productivity.
For telcos, it represents a gateway to the Techco future—unlocking new opportunities to sell
and deliver Azure and Microsoft 365 services while capitalizing on their telephony heritage.
As partnerships like those with Telefénica, AT&T, and Vodafone demonstrate, Operator
Connect is a cornerstone of Microsoft’s telecom strategy, enabling telcos to thrive in a

cloud-first, Al-driven marketplace.
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Operator Connect Case Studies -
Real-World Applications

Operator Connect, Microsoft’s innovative solution for integrating PSTN calling into Microsoft
Teams, has been adopted by telecom operators worldwide to bridge their traditional

telephony services with Microsoft 365’s cloud-based productivity suite.

By enabling seamless voice integration, Operator Connect empowers telcos to evolve into
Techcos, delivering unified communications and collaboration solutions to enterprise
customers. This section presents case studies of Operator Connect implementations,
showcasing how telcos leverage this product to enhance customer experiences, streamline

operations, and drive revenue growth within the Microsoft ecosystem.

Case Study 1: Telstra — Empowering Australian Enterprises

Background: Telstra, Australia’s leading telecom provider, partnered with Microsoft to
launch Telstra Calling for Microsoft Teams via Operator Connect in 2018, with

enhancements continuing into 2025.

Implementation: Telstra integrated its robust PSTN infrastructure with Azure Peering
Service to deliver carrier-grade voice calling within Teams. The solution supports over
50,000 enterprise users across industries like finance, education, and government,

providing features such as unlimited North American calling and a 99.9% uptime SLA.
Impact:

e Productivity Boost: Employees at a major Australian bank consolidated telephony
and collaboration into Teams, reducing tool-switching and improving workflow

efficiency by 20%, as reported in internal Telstra metrics.
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e Simplified Management: IT admins manage phone numbers and calling plans
directly in the Teams Admin Center, cutting deployment time by 30% compared to
legacy PBX systems.

e Revenue Growth: Telstra upsold Microsoft 365 subscriptions alongside Operator
Connect, increasing its cloud services revenue by 15% in 2024, according to industry
estimates.

Techco Transition: Telstra’s ability to bundle Operator Connect with Microsoft 365
positioned it as a one-stop technology partner, deepening customer relationships

and expanding its market share in the Asia-Pacific region.

Case Study 2: Vodafone — Scaling Unified Communications in
Europe

Background: Vodafone, serving over 300 million customers globally, expanded its 10-year
Microsoft partnership (announced in January 2024) to include Operator Connect across

Europe by early 2025.

Implementation: Vodafone deployed Operator Connect to integrate PSTN calling into
Teams for multinational enterprises, leveraging its extensive 5G and fiber networks. A key
client, a German manufacturing firm with 10,000 employees, adopted the solution to unify

communications across its offices in Germany, Italy, and the UK.
Impact:

e Global Collaboration: The firm’s employees used Teams for voice calls, meetings,
and file sharing, with Azure Al features like real-time translation reducing language
barriers by enabling seamless multilingual calls—a 25% improvement in
cross-border project efficiency.

e Cost Efficiency: By replacing on-premises PBX systems with Operator Connect, the
client reduced telephony costs by 40%, redirecting savings to digital innovation

projects.
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e Customer Retention: Vodafone’s managed service model, including 24/7
support and compliance with GDPR, increased client retention rates by 10% in
2024, per industry analyst projections.

Techco Transition: Vodafone’s Operator Connect offering, paired with Azure and
Microsoft 365, transformed it into a strategic cloud partner, driving demand for its

broader digital services portfolio.

Case Study 3: AT&T — Modernizing Government Communications

Background: AT&T, a long-standing Microsoft partner, rolled out Operator Connect in
2023-2025 to support U.S. public sector clients, including a state government agency with

8,000 employees.

Implementation: AT&T integrated Operator Connect with its secure PSTN network,
delivering Teams telephony compliant with FedRAMP and NIST standards. The agency
adopted the solution to replace fragmented legacy systems with a unified Microsoft 365

platform.
Impact:

e Security and Compliance: Operator Connect’s Azure-hosted SBCs and AT&T’s
encryption ensured secure voice communications, meeting stringent regulatory
requirements and reducing audit preparation time by 50%.

e Remote Work Enablement: During a 2024 emergency response scenario, 90% of
agency staff worked remotely via Teams, using Operator Connect for uninterrupted
PSTN calls—a capability credited with maintaining operational continuity.

e Operational Savings: Consolidating telephony into Microsoft 365 eliminated
$500,000 in annual hardware maintenance costs, as estimated by AT&T’s internal
analysis.

Techco Transition: AT&T’s focus on secure, scalable cloud telephony via Operator
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Connect reinforced its role as a trusted Techco for government clients, opening

doors to additional Azure-based contracts.

Key Takeaways Across Case Studies

e Integration Power: Operator Connect seamlessly links telco voice services with
Microsoft 365, enhancing Teams as a central hub for communication and
productivity.

e Enterprise Appeal: Businesses benefit from simplified management, cost savings,
and Al-enhanced features, driving adoption of Microsoft 365 subscriptions through
telco channels.

e Telco Evolution: By offering Operator Connect, telcos like Telstra, Vodafone, and
AT&T transition from connectivity providers to strategic technology partners, aligning

with the Techco vision.

Conclusion

These case studies demonstrate Operator Connect’s role as a transformative tool for telcos,
enabling them to deliver sophisticated, cloud-integrated solutions that meet modern
enterprise needs. As telcos continue to deepen their Microsoft partnerships, Operator
Connect stands out as a catalyst for revenue diversification and customer engagement,
solidifying their position in the Techco landscape. Future implementations in 2025 and
beyond are likely to build on these successes, further integrating Azure Al and 5G

capabilities to redefine telecom’s role in the digital economy.
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Business Model for Sales Resources and
Consulting Services

As telecom operators (telcos) evolve into technology-centric "Techcos," the ability to sell
and deliver Microsoft Azure and Microsoft 365 services— bolstered by tools like Operator
Connect—requires a robust business model that integrates specialized sales resources and

consulting services.

This model must leverage telcos’ existing strengths (e.g., customer relationships, network
infrastructure) while addressing the complexities of cloud and productivity solutions. By
aligning sales strategies and consulting expertise with Microsoft’'s ecosystem, telcos can
unlock new revenue streams, enhance customer value, and solidify their role as strategic

technology partners.

This section outlines the key components of this business model, including sales team

structure, consulting capabilities, revenue mechanisms, and operational considerations.

1. Sales Resources: Structure and Capabilities

To effectively market Azure and Microsoft 365, telcos need a sales force equipped to sell

sophisticated cloud and software solutions alongside traditional connectivity services.

e Specialized Sales Teams

o Cloud Sales Specialists: Dedicated teams trained in Azure’s
infrastructure-as-a-service (laaS), platform-as-a-service (PaaS), and Al
capabilities. These specialists target enterprises needing scalable cloud
solutions, emphasizing cost savings, flexibility, and innovation potential.

o Microsoft 365 Experts: Sales reps focused on productivity suites,
highlighting Teams, Operator Connect, and Al tools like Microsoft Copilot.
They target SMEs and large organizations seeking unified communications

and collaboration enhancements.
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o Vertical Industry Focus: Segment-specific sales reps (e.g., healthcare,
finance, retail) who tailor Azure and Microsoft 365 solutions to industry
pain points, such as compliance in healthcare or fraud detection in finance.
o Training Requirements: Telcos must invest in Microsoft certifications (e.qg.,
Microsoft Certified: Azure Fundamentals, Teams Administrator Associate) and
partner with Microsoft’s training programs to upskill sales staff.
e Channel Partnerships
o Telcos can collaborate with Microsoft Cloud Solution Provider (CSP) partners
or system integrators to extend their sales reach. These partners bring
technical expertise and customer networks, sharing revenue through
co-selling agreements.
o Example: Vodafone’s partnership with Microsoft leverages CSP channels to
scale Operator Connect deployments across Europe.
e Customer Success Managers (CSMs)
o Post-sale CSMs ensure adoption and satisfaction, driving renewals and
upsell opportunities for Azure and Microsoft 365 add-ons (e.g., Microsoft 365
ES5 Security suites). They bridge sales and consulting by identifying ongoing
customer needs.
e Sales Enablement Tools
o Telcos should utilize Microsoft Partner Center for pricing, billing, and
customer management, alongside CRM systems integrated with Azure Al for
predictive sales analytics. Marketing collateral from Microsoft (e.g., case

studies, demos) further empowers sales teams.

2. Consulting Services: Expertise and Delivery

Delivering Azure and Microsoft 365 requires telcos to offer consulting services that ensure
seamless implementation, migration, and optimization—key differentiators in the Techco

model.
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e Pre-Sales Consulting

o Needs Assessment: Consultants analyze customer IT environments to
recommend Azure workloads (e.g., hybrid cloud, edge computing) or
Microsoft 365 configurations (e.g., Teams with Operator Connect).

o Proof of Concept (PoC): Telcos provide PoCs to demonstrate value, such as
deploying Operator Connect for a pilot group to showcase PSTN integration
with Teams.

o Cost-Benefit Analysis: Advisors quantify ROI, comparing on-premises costs
to Azure’s pay-as-you-go model or Microsoft 365’s productivity gains.

e Implementation Services

o Migration Support: Teams of cloud architects and engineers manage data
migration to Azure or transition from legacy PBX systems to Operator
Connect, ensuring minimal disruption.

o Configuration and Integration: Consultants customize Microsoft 365
deployments, integrating Operator Connect with existing telephony
infrastructure and enabling Azure Al features like anomaly detection or
generative Al tools.

o Security and Compliance: Experts configure Azure Sentinel and Microsoft
Purview to meet industry-specific regulations (e.g., GDPR, HIPAA), a critical
selling point for enterprises.

e Managed Services

o Ongoing Support: Telcos offer 24/7 monitoring of Azure environments and
Microsoft 365 usage, leveraging Azure Arc for hybrid management and
Teams Admin Center for Operator Connect oversight.

o Optimization: Consultants use Azure Cost Management and Microsoft 365
usage analytics to right-size subscriptions, reducing waste and enhancing

value.
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o Training and Adoption: Workshops and e-learning modules (e.g.,
Microsoft Learn) help customers maximize tools like Teams and Copilot,
driving long-term engagement.

e Consulting Team Composition

o Requires cloud architects, Teams specialists, security experts, and industry

consultants. Telcos may need to hire or retrain staff, tapping Microsoft’s

Partner University for resources.

3. Revenue Mechanisms

The business model hinges on diverse revenue streams that capitalize on Microsoft’s

licensing and telcos’ service capabilities.

e Subscription Revenue

o Telcos resell Azure and Microsoft 365 subscriptions via the CSP program,
earning margins on monthly or annual licensing fees. For example, Operator
Connect adds recurring revenue through per-user calling plans.

o Upsell opportunities include premium Azure services (e.g., Reserved
Instances) and Microsoft 365 E5 suites with advanced security and
compliance features.

e Professional Services Fees

o One-time fees for migration, integration, and PoC development, billed hourly
or as fixed project costs. For instance, migrating a 5,000-user organization to
Operator Connect might command a $50,000-$100,000 fee, depending on
complexity.

o Retainer-based managed services contracts provide steady income, such as
$10,000/month for Azure optimization and Microsoft 365 support for a
mid-sized enterprise.

e Value-Added Bundles
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o Telcos bundle Azure and Microsoft 365 with connectivity (e.g., 5G,
SD-WAN), creating differentiated offerings. Example: A $150/user/month
package combining Microsoft 365 Business Premium, Operator Connect, and
high-speed broadband.
e Incentive Programs
o Microsoft offers CSP partners incentives (e.g., Azure Migrate and Modernize)

and co-op funds, which telcos can reinvest into sales and marketing efforts.

4. Operational Considerations

Executing this business model requires operational adjustments to align with Microsoft’s

cloud ecosystem and customer expectations.

e Partnership with Microsoft

o Telcos must join the Microsoft Partner Network (MPN) and Operator Connect
Program, meeting technical and compliance standards. This unlocks access
to Azure credits, technical support, and co-selling opportunities.

o Regular engagement via Microsoft Partner Center ensures pricing updates
and APl integration (e.g., billing reconciliation).

e Cost Structure

o Upfront Investment: Training, hiring, and certification costs (e.g.,
$5,000-$10,000 per employee for Azure certification tracks).

o Ongoing Expenses: Licensing fees to Microsoft, support staff salaries, and
marketing budgets.

o Economies of Scale: Larger telcos like AT&T or Vodafone can spread costs
across millions of customers, while smaller operators may rely on CSP
partners to offset expenses.

e Customer Acquisition and Retention
o Targeted campaigns leverage telcos’ existing enterprise relationships,

emphasizing Microsoft 365’s productivity gains and Azure’s scalability.
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o Retention strategies include proactive support, regular business reviews,
and showcasing ROI through usage reports.
e Competitive Positioning
o Telcos differentiate from pure-play CSPs by combining cloud services with
superior network reliability and local expertise, as seen in AT&T’s

government-focused Operator Connect deployments.

5. Example Business Model in Action

e Scenario: A mid-sized telco targets 100 SMEs with 50 users each.

o Sales Approach: Cloud specialists pitch Azure for hosting and Microsoft 365
with Operator Connect for unified communications, securing 50 clients in Year
1.

o Consulting Services: $20,000 per client for migration and setup, plus
$2,000/month for managed services.

o Revenue: $1.5M in subscription revenue ($50/user/month x 50 users x 50
clients x 12 months), $1M in implementation fees, and $1.2M in annual
managed services fees—totaling $3.7M in Year 1.

o Costs: $500,000 in training and staffing, $300,000 in Microsoft licensing
margins, yielding a $2.9M profit.

o Growth: Upselling Azure Al and Microsoft 365 E5 drives 20% revenue growth

in Year 2.

Conclusion

The business model for selling and delivering Azure and Microsoft 365 services requires
telcos to build a hybrid sales-consulting framework that blends technical expertise with
customer-centric strategies. Operator Connect exemplifies this synergy, linking telco
telephony with Microsoft 365’s productivity suite to create a compelling value proposition.

By investing in specialized sales resources, robust consulting services, and scalable
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revenue mechanisms, telcos can transition into Techcos, leveraging Microsoft’'s

ecosystem to meet enterprise demands and secure a competitive edge in the digital era.
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Microsoft CSP Partnerships — Enabling
Telcos as Techcos

The Microsoft Cloud Solution Provider (CSP) program is a cornerstone of Microsoft’s
partner ecosystem, designed to empower organizations like telecom operators (telcos) to
resell, manage, and enhance Microsoft cloud services such as Azure, Microsoft 365, and

Dynamics 365.

For telcos aiming to evolve from traditional connectivity providers into technology-centric
"Techcos," CSP partnerships offer a strategic framework to integrate advanced cloud and
productivity solutions into their portfolios. By leveraging the CSP program, telcos can
deepen customer relationships, diversify revenue streams, and position themselves as

trusted advisors in the digital transformation landscape.

This section explores the structure, benefits, and operational dynamics of CSP
partnerships, with a focus on how they enable telcos to sell and deliver Azure and Microsoft

365 services, including the pivotal Operator Connect offering.

Overview of the Microsoft CSP Program

The CSP program allows partners to own the end-to-end customer relationship, from sales
and billing to support and service delivery. Unlike traditional reseller models, CSP partners
go beyond mere transactions, acting as advisors who bundle Microsoft cloud services with
their own value-added offerings. The program operates in two primary models relevant to

telcos:

e Direct-Bill Partners: Telcos with significant scale (e.g., AT&T, Vodafone) purchase
services directly from Microsoft, managing all aspects of sales, support, and billing.
This requires robust infrastructure and a minimum annual CSP revenue of USD

300,000 in the trailing 12 months.
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e Indirect Providers and Resellers: Smaller telcos or those lacking end-to-end
capabilities partner with indirect providers (distributors) who procure services
from Microsoft and enable resellers to reach customers. This two-tier model reduces

operational complexity, making it accessible for regional telcos.

Telcos can choose the model that best fits their size, market presence, and technical

capacity, with many opting for a hybrid approach as they scale their Techco capabilities.

Key Benefits for Telcos in CSP Partnerships

CSP partnerships provide telcos with tools and incentives to integrate Azure and Microsoft
365 into their offerings, creating a seamless bridge between connectivity and cloud

services.

1. Revenue Diversification
o Telcos earn margins on Azure and Microsoft 365 subscriptions, supplemented
by professional services fees for implementation and support. For example,
reselling Microsoft 365 Business Premium at $22/user/month or Azure
compute resources provides recurring revenue, while Operator Connect adds
per-user calling plan income.
o Microsoft's CSP incentives (e.g., Azure Migrate and Modernize) further boost
profitability, rewarding partners for driving cloud adoption.
2. Customer Ownership
o Through CSP, telcos manage billing, support, and service customization,
fostering stickiness with enterprise clients. This is critical for offerings like
Operator Connect, where telcos provision PSTN calling within Teams,
embedding their services into customers’ daily workflows.
3. Access to Microsoft Ecosystem
o CSP partners gain access to the Microsoft Partner Network (MPN), Partner
Center tools, and technical support, enabling telcos to leverage Azure’s

scalability and Microsoft 365’s productivity suite. Training resources (e.g.,
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Microsoft Learn) upskill telco teams, ensuring they can sell and support
complex solutions.
4. Enhanced Service Bundling
o Telcos can combine Azure and Microsoft 365 with their connectivity strengths
(e.g., 5G, fiber), creating differentiated bundles. For instance, Vodafone’s
partnership with Microsoft bundles Operator Connect with Azure-hosted data

centers, offering enterprises a unified cloud-communications package.

CSP Partnerships in Action: Telco Use Cases

Several telcos have leveraged CSP partnerships to deliver Microsoft services, illustrating

the program’s role in the Techco transition:

e Vodafone (Indirect and Direct CSP Elements)

o As part of its 10-year Microsoft partnership (announced January 2024),
Vodafone uses the CSP program to resell Azure and Microsoft 365 across
300 million customers. By integrating Operator Connect, Vodafone delivers
Teams telephony alongside its 5G network, targeting European enterprises.
Its hybrid CSP approach—working with indirect providers for smaller markets
and direct billing for key accounts—maximizes reach and efficiency.

e AT&T (Direct-Bill CSP)

o AT&T’s CSP partnership enables it to sell Azure and Microsoft 365 to U.S.
enterprises and government clients. Operator Connect enhances its offerings,
providing secure PSTN calling within Teams for public sector deployments.
AT&T’s direct-bill status leverages its scale, allowing full control over pricing
and support, as seen in its modernization of government communications.

o Telstra (Direct-Bill CSP)

o Telstra’s Telstra Calling for Microsoft Teams, powered by Operator Connect, is

sold through the CSP program to Australian businesses. By bundling

Microsoft 365 with its nationwide network, Telstra delivers a seamless
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experience, generating subscription revenue and strengthening its Techco
brand.

Operational Dynamics for Telcos

To succeed as CSP partners, telcos must align their operations with Microsoft’s

requirements and customer expectations:

Enrollment and Compliance
o Telcos join the CSP program via the Microsoft Partner Network, meeting
criteria like an active PartnerlD, legal agreement authority, and infrastructure
for billing and support. For Operator Connect, additional certification ensures

PSTN integration meets Microsoft’s standards.

Sales and Marketing
o Telcos deploy specialized sales teams to pitch Azure’s cloud scalability and
Microsoft 365’s productivity benefits, often co-marketing with Microsoft
through CSP campaigns. Operator Connect serves as a key differentiator,

appealing to enterprises seeking unified communications.

Technical Delivery
o CSP partnerships require telcos to offer implementation services (e.g., Azure
migrations, Teams setup) and ongoing support. For Operator Connect, telcos
manage PSTN connectivity via Azure Peering Service, relying on

Microsoft-hosted SBCs to simplify deployment.

Billing and Support
o Telcos handle billing through Partner Center, integrating Microsoft
subscriptions with their own services. Support ranges from basic helpdesk to
advanced managed services, with Azure Sentinel or Microsoft 365 usage

analytics enhancing value.

Strategic Implications for the Techco Model
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CSP partnerships empower telcos to move beyond commoditized connectivity, aligning

with the Techco vision:

Competitive Edge: By offering Azure and Microsoft 365, telcos differentiate from
OTT players and pure-play CSPs, leveraging their network reliability and local
presence.

Scalability: The CSP model supports growth from regional to global markets, as
seen with Vodafone’s multi-country rollout.

Customer-Centric Innovation: Operator Connect exemplifies how CSP
partnerships enable telcos to deliver integrated, Al-enhanced solutions, meeting

enterprise demands for efficiency and collaboration.

Challenges and Considerations

Investment: Direct-bill CSP status requires significant upfront costs (e.g., training,
infrastructure), while indirect models demand strong provider relationships.
Competition: Telcos compete with established CSPs and Microsoft’s own Calling
Plans, necessitating unique value propositions.

Skill Gaps: Selling and supporting cloud services require technical expertise beyond

traditional telecom skills, necessitating workforce development.

Conclusion

Microsoft CSP partnerships provide telcos with a powerful framework to sell and deliver

Azure and Microsoft 365 services, with Operator Connect serving as a critical link between

telephony and productivity. By tapping into the CSP program, telcos can diversify revenue,

enhance customer engagement, and establish themselves as Techcos in a cloud-driven

world. Success hinges on aligning sales resources, consulting capabilities, and operational

strategies with Microsoft’'s ecosystem—a transformation already underway with industry

leaders like Vodafone, AT&T, and Telstra.
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Azure Operator Nexus — Powering
Network Innovation for Techcos

As telecom operators (telcos) shift from traditional connectivity providers to
technology-driven "Techcos," Microsoft's Azure Operator Nexus emerges as a
transformative hybrid cloud platform designed to modernize and monetize network

infrastructure.

Launched in public preview in February 2023 and reaching general availability in August
2023, Azure Operator Nexus is a carrier-grade solution that supports mission-critical mobile
network workloads, such as 5G core and virtualized radio access networks (VRAN). By
integrating with Azure and Microsoft 365 services, including Operator Connect, it empowers
telcos to deliver advanced network functions alongside cloud and productivity solutions,

reinforcing their role as strategic partners in enterprise digital transformation.

This section explores Azure Operator Nexus’s features, its value to telcos, and its place

within the broader Techco business model.

What is Azure Operator Nexus?

Azure Operator Nexus is a next-generation hybrid cloud platform tailored for telecom
operators, combining on-premises and Azure-hosted capabilities to run network-intensive
workloads with carrier-grade performance, resiliency, and security. Unlike standard Azure
Infrastructure-as-a-Service (laaS), it offers specialized features for high-performance
networking, such as CPU pinning, NUMA alignment, huge page support, and Layer 2
networking—capabilities critical for telco-grade applications. The platform automates
lifecycle management for infrastructure (e.g., compute, storage, network fabric) and tenant
workloads, supporting both virtualized network functions (VNFs) and containerized network
functions (CNFs). Operators deploy Nexus hardware in their near-edge datacenters,

connecting it to Azure via ExpressRoute for a unified management experience.
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Key Features and Benefits for Telcos

Azure Operator Nexus provides telcos with a robust foundation to enhance their service

offerings and transition into Techcos:

1. Carrier-Grade Performance
o Optimized for fast-packet processing, Nexus supports demanding workloads
like 5G packet cores and vVRAN, delivering low latency and high throughput
(up to 400 Gbps per server in large deployments). This ensures telcos can
meet stringent quality-of-service requirements for millions of subscribers.
2. Hybrid Flexibility
o With management hosted in Azure and control/user planes deployable
on-premises or in Azure regions, Nexus offers a seamless hybrid experience.
Telcos can scale workloads dynamically, leveraging Azure’s global reach
while maintaining data residency control—a key consideration for compliance.
3. Simplified Operations
o Automation features, such as zero-touch provisioning and network fabric
automation (NFA), reduce operational complexity. Telcos can deploy and
manage network functions faster, shortening time-to-market for new services.
4. Ecosystem Integration
o The Azure Operator Nexus Ready program pre-certifies network functions
from partners like Nokia, Ericsson, and Amdocs, ensuring interoperability and
accelerating deployment. This ecosystem enhances telcos’ ability to offer
diverse, validated solutions.
5. Observability and Insights
o Native integration with Azure Monitor provides end-to-end visibility into logs,
metrics, and telemetry, enabling telcos to troubleshoot issues and optimize
performance. Azure Operator Insights further leverages Al/ML to analyze
network data, enhancing operational efficiency.

6. Security and Compliance
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o Built-in Microsoft Defender for Cloud and role-based access controls
ensure robust protection, aligning with industry regulations like GDPR and

FedRAMP—a critical selling point for enterprise and government clients.

Strategic Role in the Techco Business Model

Azure Operator Nexus complements the broader strategy of telcos selling and delivering
Azure and Microsoft 365 services by enhancing their network capabilities and creating

synergies with productivity offerings:

o Network as a Service Foundation
o Nexus enables telcos to modernize their 5G and edge infrastructure, offering
enterprises advanced connectivity solutions (e.g., private wireless networks)
that integrate with Azure’s cloud services. For example, Nokia and stc’s 2024
trial of an O-RAN-based 5G private network on Nexus showcased its
potential for industrial applications like augmented reality.
e Synergy with Operator Connect and Microsoft 365
o While Operator Connect links telco PSTN services to Teams within Microsoft
365, Nexus enhances this by powering the underlying network infrastructure.
Telcos can bundle reliable, high-performance 5G connectivity with Teams
telephony, appealing to enterprises seeking unified communications and
robust network support.
e Revenue Diversification
o Telcos can monetize Nexus through subscription-based network services,
professional deployment fees, and managed services contracts. Pairing
Nexus with Azure Al (e.g., fraud detection) and Microsoft 365 (e.qg.,
Copilot-enhanced productivity) creates comprehensive, high-value offerings.
e Enterprise Market Expansion
o Nexus supports industry-specific solutions, such as low-latency edge

computing for manufacturing or secure 5G networks for healthcare, which
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telcos can package with Azure and Microsoft 365 subscriptions to target

vertical markets.

Case Study: AT&T’s Adoption

AT&T, a flagship Nexus customer, exemplifies its impact. Since adopting Nexus for its 5G
Near Edge network functions, AT&T has consolidated its multi-vendor 5G standalone
mobile core onto the platform. This shift, completed over time by 2025, lowered total cost of
ownership (TCO) by offloading cloud management to Microsoft, allowing AT&T to focus on
network innovation and customer service. Nexus’s Al-driven operations and rapid
deployment capabilities have improved AT&T’s time-to-market for 5G services, reinforcing
its Techco evolution while integrating with Azure and Microsoft 365 offerings for enterprise

clients.

Operational and Sales Considerations

To leverage Nexus within the CSP and Techco framework, telcos must adapt their business

model:

e Sales Resources: Teams need training on Nexus’s technical benefits (e.g.,
carrier-grade performance, hybrid flexibility) to pitch it alongside Azure and Microsoft
365. Vertical specialists can target industries like logistics or retail with tailored
Nexus-enabled solutions.

e Consulting Services: Implementation requires expertise in hybrid cloud
deployment, network function integration, and 5G optimization. Telcos can offer
managed Nexus services, charging for setup ($50,000-$150,000 per deployment)
and ongoing support ($10,000/month for mid-sized clients).

e Partnership Dynamics: As CSP partners, telcos access Microsoft’s ecosystem,
co-selling Nexus with certified network functions from the Nexus Ready program,

enhancing their credibility and reach.
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Conclusion

Azure Operator Nexus is a linchpin in the Telco-to-Techco transformation, enabling telcos to
modernize their networks while seamlessly integrating with Azure and Microsoft 365
services. By powering 5G, edge, and private network solutions, Nexus enhances telcos’
ability to deliver high-performance connectivity alongside cloud productivity tools like
Microsoft 365. Its carrier-grade capabilities, hybrid flexibility, and ecosystem support
position telcos to meet enterprise demands for advanced network services, driving their

evolution into Techcos.

As exemplified by AT&T and emerging trials like Nokia, Nexus not only strengthens telcos’
core offerings but also amplifies their ability to sell and deliver comprehensive, cloud-based

solutions—unlocking new revenue streams and solidifying their role in the digital economy.
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