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W H AT  I S  B U N D L I N G ?
Products and services of different kinds have 
been bundled for a long time to attract buyers. In 
the telco space, bundles have traditionally seen 
telecom companies offer various services such as 
mobile broadband, cable TV, voice services as part 
of one package. This has assisted in enhancing 
engagement, preventing customer churn, driving 
loyalty and subsequently generating higher 
customer lifetime value.
 
In this space, what is increasingly common is 
custom bundling, in which the subscription for 
a digital service is added to an existing mobile 
phone plan. From a telco’s perspective, this makes 

In a hard bundle, subscribers are offered a free 
trial to a digital service for a limited duration. Once 
the trial period is over, the users are converted 
into paid subscribers of the digital service. The 
subscription fees are paid through their monthly 
mobile phone bill.
 
In a soft bundle, digital services are offered as 
an add-on option – where the user is charged 
separately and can pay using direct carrier billing 
(DCB). Subscribers may be offered promotions, 
such as an extended free trial or a discount to the 
digital service.1 

Bundled subscriptions globally, in general, are on 
track to increase from 643 million in 2017 to 753 
million in 2021, and these are pre-COVID forecasts.2 
Given the significant uptake of online media 
services over H1 2020—which is likely to continue 
unabated for some more time—these estimates will 
almost certainly be comfortably exceeded as more 
users spend more time on their handheld devices 
consuming digital content in the form of movies, 
music or video games, among others.

Bundling benefits all key stakeholders – merchant, 
telco and the consumer, and results in revenue 
growth.3 A survey conducted by Ovum at the end 
of 2019 covering the markets of India, Australia, 
Singapore, Thailand and the Philippines, shows 
that bundled media offerings led to higher 
consumer spending on mobile or broadband 
subscriptions.4  

Forty-two percent of respondents said the bundled 
media service was the main reason why they were 
willing to spend more on their telco subscriptions. 
In fact, 45% of respondents said bundles either 
made them spend more on their telco plans or 
remain loyal to the telco, or both.

the roll out of turnkey bundle package services to 
both pre- and post-paid users easier. 

For example, Vodafone Australia offering a Norton 
anti-virus subscription along with a mobile phone 
plan or Verizon Wireless in the US offering a free 
Disney+ subscription to its VIP users for a year. 

Bundles offer flexibility. Once the free year (or 
period) has passed, customers can choose 
to either keep the service and continue the 
subscription, or opt out from the subscription plan. 
In addition to providing flexibility to the user, they 
provide benefits to telcos and merchants alike.

1  DOCOMO Digital. Enabling Telco Bundling. Available online at: 
 https://www.docomodigital.com/service-solutions/enabling-payments/telco-bundling/

2 Ovum. The Telco Services Bundle Unraveled. Available online at: 
 https://www.omdia.com/~/media/Informa-Shop-Window/TMT/Files/Ovum-Telco-Services-Bundle.pdf

3 Mobile Payments Today. Direct carrier billing makes the transition from digital content to physical goods (Part 2). Available online at:
  https://www.mobilepaymentstoday.com/articles/direct-carrier-billing-makes-the-transition-from-digital-content-to-physical-goods-

part-2/

4  Ovum. OTT Media Services Consumer Survey & OTT CSP Partnership Study. Available online at:
 https://www.amdocs.com/sites/default/files/Ovum-OTT-market-study-2019-20.pdf
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Exhibit 1: Experience with bundling paid media services with telco plans 
(% of respondents)

Exhibit 2: Reasons for purchasing telco plan with bundled OTT media service 
(% of respondents)

5 Ovum. OTT Media Services Consumer Survey & OTT CSP Partnership Study. Available online at:
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Bundling allows telecom companies to grow their share 
of revenue derived from digital services, augmenting their 
traditional voice and data revenues. According to Ovum’s 
study, 43% confirmed their loyalties to their existing telco that 
offered bundled services. Only 5% said that bundling did not 
impact either their loyalty or spending. There is a “direct link 
between average revenue per user (ARPU) and user-retention 
effects of carrier-bundled paid media services”. 5 

That things change quickly in the consumer technology 
space has been made clear through the ongoing COVID-19 
pandemic. Almost overnight, consumer needs changed – 
hundreds of millions of telco users were confined indoors, 
sharply increasing the consumption of all types of digital 
content. 

Bundling allows quick adaptation to such evolving consumer 
needs, especially given the rich value it offers to users. 
Bundling makes it easier than ever before for users to ‘sign on’ 
to different services, or at least try them. 

Bundled services make payments for digital services 
seamless by allowing users to pay through their mobile phone 
bills, as opposed to receiving and tracking several bills for 
multiple digital content services, and without having to use 
credit card details time and again to complete payments. 
Additionally, users repose greater confidence in telco 
customer support for the services when they are subscribed 
for a service through a bundle.6 

In fact, even in price-sensitive markets—such as the 
Philippines, Thailand and India—discounts offered for services 
were not the key consideration driving bundle purchases, 
but convenience is.7 Most users (60%) who sign-up for 
bundled services are drawn to the ease of paying via DCB, or 
because of better customer service. Less than 20% of users 
were driven by price subsidisation alone. In the context of 
convenience, 28% of users placed the highest importance on 
the ability to pay for a service through an internet or phone 
bill, while 20% were drawn to the convenience of paying for 
multiple services under one bill.8 

The convenience of bundling is augmented by DCB. Together, 
they have enabled higher customer conversion, as DCB 
eliminates pain points in payment processes such as having 
to provide credit card information and billing details to a third-
party application. DCB also ensures merchants are entering 
into a stable, long-term framework that allows end-users to 
access content. 

Moreover, it lowers the rate of ‘cart abandonment’ which is 
common with credit card payments, thus resulting in a higher 
transaction conversion rate. 

Low credit card penetration in many markets is another 
important consideration for digital services providers. In 
emerging markets, consumer segments with no cards too 
are keen to consume digital content and prefer to pay for a 
service or a subscription through their mobile bills, or airtime 
balance in the case of pre-paid connections. 

In fact, even in markets with high credit card penetration 
and usage, having an alternate means of payment is helpful. 
The youth are a key demographic when it comes to media 
consumption, and even in developed markets that are well-
banked, they may not have credit cards for the lack of credit 
history. 

Additionally, a lack of trust and questions around potential 
security issues in online transactions persist. Even if all 
these hurdles are surpassed, there remains the question of 
inconvenience. User experience is far better and payments 
seamless, when checkout flows are well within the app 
environment and do not require multiple clicks for payment 
authentication – as is the case with debit or credit cards.

Source: Ovum OTT market study 2019-20

Source: Ovum OTT market study 2019-20
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W H AT  A B O U T 
D O C O M O  D I G I TA L?

DOCOMO Digital partners with leading telcos across 
the world, providing merchants with access to more 
than 1.6 billion of their subscribers across markets 

globally. Its strong relationships allow it to initiate and 
facilitate bundling partnerships across the world. 

Given its size, DOCOMO Digital can provide the widest 
coverage and technical assistance, customer support, 
compliance and maintenance worldwide. This unique 
offering allows global reach while leveraging on local 
expertise.
 
Merchants are often reluctant—or find it difficult—to 
make a foray into new markets because of a lack of 
networks, an insufficient understanding of market 
dynamics, or because it is too expensive for them to 
undertake marketing and other costs associated with a 
market entry. 

Entering into a bundling arrangement with the help of 
carrier billing providers such as DOCOMO Digital allows 
merchants to overcome or mitigate these worries. 
DOCOMO Digital has deep relationships and wholesale 
commercial contracts, allowing it to do more and open 
new opportunities for merchants. As importantly, it is 
part of one of the largest mobile carriers in the world, 
NTT DOCOMO, which has also been front-runners in 
DCB globally. 

Telecom Carriers Digital Merchants
Alternative 

Payment ProvidersApp Stores
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The key considerations that lead to app store or merchant 
partners seeking out DOCOMO are:

Exhibit 3: Telco-OTT video partnerships and partnership growth by region, Q3 2018 
vs Q1 2019
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Simplicity of use from a customer 
standpoint. One of the best ways to 
encourage adoption of a new product or 
service is to make it easy to access and 
use. DOCOMO Digital enables this through 
the provision of a seamless payment and 
transactional experience.

Efficiency. Increasingly, DCB has been used 
as a co-marketing tool to distribute content, 
and to onboard new users and content 
segments. For merchants, this is often the 
most important consideration. They look 
at telco relationships wherein telcos are 
willing to co-create meaningful marketing 
campaigns and invest in making bundled 
offerings work, both in terms of acquisition 
as well as retention, thereby creating a win-
win for both the merchant and the telco. 

Expansion into unbanked markets. Credit 
card ownership is low in most emerging 
economies and DCB is a solution here. 
Even in developed markets, the youth don’t 
necessarily have credit cards, and they 
comprise a demographic group that spends 
considerable amount of time consuming 
media and content on handheld devices. 
DCB provides an alternative payment 
method without which a transaction may 
otherwise never happen.

Low cost of acquisition for merchants. 
DCB allows merchants the benefit of low 
customer acquisition costs. For example, 
Australian telcos in recent years have 
predominantly moved away from using 
DCB just as a payment method. They see 
partnerships with content providers as a 
form of acquisition and retention as well. 
For closer examination, one must contrast 
a DCB route to customer acquisition versus 
using credit cards. A merchant using credit 
cards as the sole payment method may incur 
an estimated 2% in payment fees and up to 
30% of lifetime value in cost-of-acquisition, 
according to our estimates. However, with 
a DCB arrangement, a tier-1 OTT merchant 
can reasonably pay a similar share or less 
of lifetime value in cost-of-acquisition in 
total for both payments and marketing 
costs incurred by the telco. While the total 
fees paid are about equivalent (or less), 
the marketing expenses assumed by the 

More than just a payments enabler. When a merchant wants 
to enter a new market or to onboard new users, DOCOMO 
Digital can serve as facilitator and extend its insights on 
ground knowledge around the local payments ecosystem. 
It can make telco connections, especially with large groups 
such as Vodafone and Telefonica, thereby enabling merchants 
to scale and expand faster. With the DOCOMO Digital 
Payment Facilitator model, merchants need not worry about 
settlement, reconciliation and the regulatory compliance 
aspects either – in a market they are entering for the first time.

Customer acquisition and retention for telcos. When a 
brand or service is introduced in a market in partnership 
with one particular telco, it can help that telco acquire new 
customers. At the end of the bundling period, customers may 
stick to the telco – with or without the bundle. For example, 
if a Spotify is launched in a market exclusively through telco 
A, there is a good chance telco A will acquire new customers 
who want to subscribe for the music streaming service.

Greater brand association with millennials and Gen Z. 
Younger customers want additional value-added services 
with whatever they buy or subscribe to. And if it is something 
‘cool’ or something that only a few of their peers have, they 
are more inclined to want it. For example, music streaming 
service Tidal has three qualities of streaming – master, hi-fi 
and regular fidelity. The master stream is a niche offering of 
very high quality, targeted specifically towards a discerning 

telco are smarter and more efficient. This 
is because telcos are able to drive more 
effective marketing campaigns since they 
possess data on all their users, their mobile 
habits, mobile spending patterns, among 
others. This gives a telco-driven marketing 
effort more teeth in meeting the eventual 
objective of providing a higher return on 
investment.

An additional revenue stream for 
telcos. Telecom companies are faced 
with increasing competition and shrinking 
margins across most of their core offerings. 
Bundling provides an additional revenue 
stream through the offering of non-core 
services, and results in higher ARPU. 

audience. Additionally, the company is owned by hip hop 
artist JayZ and other artists – and the JayZ brand draws more 
potential subscribers. This allows Tidal to grant access to 
exclusive concert ticket presales to its subscribers, among an 
array of other unique offerings. If a new, cool music streaming 
OTT service such as this is launched in a market only via a 
bundling promo with one telco, there are good chances even 
the telco’s brand will resonate better with the young.

Both telco and merchant would ideally want any bundle to 
convert into a long-term arrangement once the bundle period 
is over so that revenues can continue to be accrued. For 
instance, when Verizon offers Disney+ as a hard bundle for 
the first year to its premium subscribers, both Verizon and 
Disney want the user to choose to continue with the bundle, 
a ‘win-win’ scenario for both parties. The easiest way for this 
transition to happen is through DCB. 

As the content market has evolved, we have seen an increase 
in the number of telco-OTT partnerships. The chart below 
shows such an increase in every region for video partnerships, 
with strongest growth seen in Asia and Europe. These are 
numbers from 2019 – it is a fair assumption that the pandemic-
induced global lockdown and the accompanying spike in media 
consumption, would have resulted in a greater number of OTT-
telco partnerships since. 



H O W  A R E  S E R V I C E S 
B U N D L E D ?

Each bundle offers benefits to either a telco or 
merchant, or both. Some services that are not 
considered splashy enough—such as online software 
security products or task management software—
generate strong day-to-day value for the telcos and 
high ARPU. On the face of it, they may not invoke 
the same interest for a bundle that includes a TikTok, 
which is a flashier offering that already enjoys manic 
worldwide following. 

However, there is serious value to be derived from both. 

DOCOMO Digital helps telcos bundle digital services 
as part of limited-period offers to existing and new 
subscribers, thereby increasing viewership and 
establishing the loyalty of existing users. Preconfigured 
turnkey bundle packages—such as Amazon’s music, 
video and audiobook streaming—are added to the 
consumers’ mobile plans and rolled out seamlessly to 
both the pre- and post-paid subscriber base. 

Bundling has proven effective in increasing 
customer retention with targeted offers for multiple 
segments, which helps companies grow their digital 
consumption. A North American telco, Metro by 
T-Mobile, benefitted extensively by partnering with 
DOCOMO Digital in rolling out the Amazon Prime 
bundle, helping reduce customer churn, especially in 
its pre-paid segment.9

Of the 318 OTT-telco video partnerships tracked by 
Ovum globally, 41% comprised bundling. Hard bundles 
make up 14% (or 34% of bundles) – in this case a paid 
OTT service is included with a telco’s other offerings 
such as Internet or TV subscriptions. While 1% of 
partnerships employed both hard and soft bundles, 
26% of all OTT-telco partnerships (or 63% of bundling 
arrangements) are soft bundles, in which a time bound 
subscription is offered for a discount.10 

DOCOMO Digital offers pre-configured music and 
video streaming bundles with content providers. 

Such initiatives enable telcos to grow their digital 
consumption and reduce churn on account of targeted 
bundling offers for multiple segments. Telcos can also 
drive increased consumption within AppStores with 
limited-period bundles and cash-back offers. These 
promotions let subscribers experience the services 
without upfront commitments.11 

In the context of telco-OTT bundles, the common 
route taken is tariff bundling. The OTT subscription fee 
is added to the telco subscription charges. The OTT 
fee can be fully borne by the telco or passed on to 
the end user. A telco-OTT bundle also allows service 
integration. This means an OTT platform is integrated 
with the telco’s own TV/video service user interface. 
Furthermore, a telco-OTT bundle extends data offers, 
where data consumption for accessing the bundled 
OTT service is zero rated, something that works well 
for consumers.12 

9  DOCOMO Digital. Carrier billing. Available online at: 
 https://www.docomopayments.com/service-solutions/enabling-payments/carrier-billing/
   
10  Ovum. Global OTT video bundling deals and service partnerships. Available online at:   
  https://ovum.informa.com/~/media/informa-shop-window/tmt/files/ovum-global-ott.pdf
  
11  DOCOMO Digital. Enabling Telco Bundling. Available online at: 
 https://www.docomodigital.com/service-solutions/enabling-payments/telco-bundling/
  
12  Ovum. OTT Media Services Consumer Survey & OTT CSP Partnership Study. Available online at:
  https://www.amdocs.com/sites/default/files/Ovum-OTT-market-study-2019-20.pdf



Creating win-win partnerships Telcos as a distribution 
channel 

Progressive merchants are regularly seeking new channels 
to drive user acquisition and revenue growth. Where these 
partnerships work, they provide value to telcos as well. 
Bundling deals with Amazon by Latin American telcos, 
for example, have delivered strong results – particularly in 
Colombia, Guatemala and Bolivia. Telcos there have actively 
promoted bundles and this can be attributed to targeted 
advertising by telecom companies. 

DOCOMO Digital has wide coverage in emerging markets 
across Latin America, Southeast Asia and the Middle East, 
which provide large pockets of untapped growth. 

There are many telcos that specialise in distributing OTT 
services as a first approach to their markets, when a 
merchant/ OTT service provider is still unknown. In such 
cases—where the merchant brand is either new or not very 
popular yet—a telco can influence the terms of engagement 
more and set the business model in a manner that is 
favourable to itself.  

One such example would be the recent bundling partnership 
between audio and e-book company Storytel and 
Singaporean telco Singtel. Storytel, a popular brand in Europe, 
is still relatively unknown in Singapore, whereas Singtel is the 
city-state’s largest telco. However, there are clear synergies in 
the partnership, because Storytel’s offering is unique. Singtel 
is offering a Storytel subscription free for a trial period of one 
month, following which users can decide to either continue 
with a paid subscription or not.13  

On the other hand, when a merchant’s brand is big and 
popular, telcos have much to gain from a partnership and 
the merchant can influence the terms of engagement and 
set business models with terms favourable to them. In these 
cases, the telco will often invest in marketing or promotional 
activities for the merchant. 

In simple terms, the market strength or size of brand ultimately 
determines how revenue is split between a telco and a merchant, 
but the outcome is undoubtedly a win-win for both parties.

Spotify is a commonly used music streaming service, but 
making steady inroads in this space in some markets is an 
India-based music streaming service that isn’t as popular 
outside India. Although it is an established brand with wide 
popularity in India providing streaming music in many regional 
languages, it has not gathered much traction in other markets.
 
For illustrative purposes, we call the company Streamer. For 
Streamer to enter an overseas market, a bundling partnership 
with a telco could be the right go-to-market approach 
because that will allow it to leverage the consumer base of an 
established telco, but where does this journey start? 

Through its strong network of relationships, DOCOMO Digital 
can push Streamer’s value proposition, offerings and key 
attributes to telcos that it already works with (or knows well) in 
the market(s) Streamer wants to enter. There are ample growth 
opportunities for Streamer, particularly in markets that have 
large South Asian populations, which telcos may also be keen 
to tap into to drive customer acquisition and higher ARPU. 

Telecom companies harbour the ability to flex their marketing 
muscle – by using social feeds, cross-promotions, text 
messages and retail shops, among others. 

They can rely on their infrastructure advantage and customer 
base with OTT platforms and the latter’s on-demand content. 
OTT platforms, likewise, can be accessed by telcos’ existing 
customer bases using bundles. These agreements are 
especially important in the face of increasing competition in 
the telco market, stagnating core telco revenues and evolving 
market challenges.14 15  Ovum. OTT Media Services Consumer Survey & OTT CSP Partnership Study. Available online at:

 https://www.amdocs.com/sites/default/files/Ovum-OTT-market-study-2019-20.pdf
 
16  Statista. Number of mobile telecom subscribers in India as of December 2019, by company. Available online at:  
  https://www.statista.com/statistics/258794/mobile-telecom-subscribers-in-india-by-company/
 
17   Economic Times. Facebook buys 9.99% stake in Reliance Jio for Rs. 43,574 crore. Available online at:  
  https://economictimes.indiatimes.com/tech/internet/facebook-buys-9-99-stake-in-reliance-jio-for-5-7-billion/articleshow/75283735.cms

18   TechCrunch. Google invests $4.5 billion in India’s Reliance Jio Platforms. Available online at:  
  https://techcrunch.com/2020/07/15/google-invests-4-5-billion-in-indias-reliance-jio-platforms

What strengths can telcos 
leverage?

The most important is reach. For example, India has around 
1.1 billion mobile phone subscribers. A significant 56% are 
subscribed to more than one paid online video service,15 
demonstrating the appetite for OTT services in the Indian 
market (and its vast size), as well as the potential that OTT-telco 
bundling partnerships hold for both merchants and telcos.
 
Considering the appetite for video consumption, it is no 
wonder then that TikTok enjoyed a user base of about 120 
million before it was banned in India in June 2020. A large 
telco such as Reliance Jio, with its roughly 370 million 
subscribers,16 can easily leverage the extent of its reach and 
provide an avenue for new OTT streaming companies to tap 
into the large Indian market.
  
In an interesting development, in early 2020, social media 
behemoth Facebook invested US$5.7 billion for a 9.99% 
stake in Jio Platforms.17 Less than four months later, Google 
confirmed it is investing US$4.5 billion in the company for a 
7.7% stake.18 These investments illustrate the blurring of lines 
between merchants, telco providers and AppStore providers. 

Telcos can command higher 
fees given their marketing 
channel strength 

In many markets, telcos can command higher fees from 
merchants if they are well-entrenched and have large 
numbers of subscribers – as in the case of India (described 
above). The same can be true of telcos in countries such as 
Indonesia, Vietnam, Brazil, Bangladesh and Nigeria, to name 
a few. The large presence of telcos in these markets makes 
them effective channels for marketing a merchant’s product or 
service because they have tremendous reach.

Telcos are also invested in ancillary technologies such as 
digital marketing and data analytics. Singaporean telco 
Singtel has driven growth by prioritising acquisitions and 
this has resulted in access to technical knowhow on building 
app-based services in analytics and digital marketing. This 
is an example of the kind of capabilities telcos have started 
bringing to potential bundling arrangements; it is not about 
the customer traction alone. 

Considering their diverse competencies, telecom companies 
are now even more equipped to provide a greater value-driven 
collaboration for merchants to market their product or service 
offerings. Merchants, on their part, acknowledge the marketing 
clout that telcos hold. 

These factors determine the eventual revenue and/ or 
business models that telcos and merchants have in place. 

13  SingTel Newsstand. Storytel. Available online at: 
 https://newsstand.singtel.com/standalone/Storytel 
 
14  S&P Global Market Intelligence. Asia OTT Leaders Continue To Expand 

Partnerships With Telcos. Available online at: 
  https://www.spglobal.com/marketintelligence/en/news-insights/blog/

asia-ott-leaders-continue-to-expand-partnerships-with-telcos



The evolution of bundling

The traditional hard bundle model provides a steady source 
of revenue for telcos and is the most lucrative. They do come 
with some risks for telcos, but the corresponding rewards are 
much greater. Likewise, while the risks associated with soft 
bundling are relatively small, the revenue sharing models vary 
accordingly too. 

The industry is also witnessing the growing prevalence of 
other arrangements, which neither fall entirely into the soft 
bundle category, nor the hard bundle. This segment is being 
promoted by merchants themselves, especially in the games 
and productivity segments. 

Bundling is becoming more popular globally as both 
merchants and telcos appreciate the benefits it brings. 
Bundling is, in many ways, a forerunner to longer-term DCB 
arrangements that bring value to all stakeholders – the 
merchant, the telco and the consumer.
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A B O U T  U S
DOCOMO Digital is the international payments business of NTT DOCOMO. We partner with carriers, 
merchants, OTT services, app stores and payment providers in both developed and emerging markets 
around the world. We solve the challenges of customer acquisition and retention, regulation, and 
complexity for our partners with alternative payment methods such as direct carrier billing and digital 
wallets. With teams based in fifteen countries, we enable our partners to grow their digital services 
revenues while enhancing the customer experience for their users. Our robust managed services 
platform and coverage across carriers and the most locally relevant payment methods enable faster 
time-to-market, especially for streaming, gaming, eCommerce, and productivity application providers.

For more information, visit www.docomodigital.com or find us on LinkedIn.


