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As a result the maintenance service 
of IBM has been, in the past, substan-
tially the same as that of H P; or the 
‘managed service support’ of BT simi-
lar to that of Orange; while the elec-
tricity, gas or water services of differ-
ent utilities have been exactly the same 
as their peers.

The technology industries have, to 
date, routinely failed to produce real 
value propositions which entice peo-
ple to pay more for these core and 
added-value services than they proba-
bly should. 

They are the complete opposite of 
the luxury goods industry which uses 
heritage, sex, design, distribution and 
celebrity to create aching desire for 
bits of leather and fragrant water, 
imbued with a mystique by names 
such as Gucci and Chanel. 

The IT industry invests huge sums 
in science and research. Many have 
their own state-of-the-art laboratories 
and sponsor doctoral programmes in 
universities across the world.

It will announce new breakthroughs 
and excite the world with dreams of 
‘life-transforming’ technologies such 
as did, each in their day, broadband, 
cellular telephony and digital TV. 
They then market and sell their offer 
through worldwide distribution sys-
tems founded on the belief that every-
one is changing very fast and wants 
everything cheaply. 

They discount and throw away the 
value of their precious scientific 
advances because of the logical and 
systematic approaches that got them 
there in the first place. 

Creating a dead frog
Creating a service inside a technology 
firm has been a little like high school 
biology. S tudents are shown a frog, 
which jumps and croaks. They are 
taught about its physiology and evolu-
tion. They are then shown how to slap 
it down and dissect it. They can see 
how the tendons interconnect and 
where all the internal organs are. Yet, 
once they are finished, they are left 
with a dead frog. 

Case study: an international network

Interoute is a fast-growing international,  
communications network which offers business-
class voice and data services at an economy 
price. Its products and services include: band-
width, virtual private networks, high-speed 
internet access and transit, managed hosting, communications services and 
media streaming. Founded only in the 1990s and privately owned, it has 
57,000 km of fibre and 59 data centres. 

It operates in 24 countries and 90 cities. The firm’s service was, initially, 
as a niche player in the international telecommunications market. The fact 
that it has customers that are serious players in that market (Sprint, BT, 
AT&T, Deutsche Telecom and China telecom) demonstrates the quality of 
its service, technology and reputation. 

It started as a basic ‘bearer‘ network offering network capacity to other 
suppliers. This it regarded as a ‘wholesale’ business because other telecom-
munication suppliers bought extra network capacity. Yet, although it was 
successful and respected, the leadership of the firm were dissatisfied with 
remaining a commodity infrastructure service. They set a ten-year strategy 

to reposition the services of the 
firm. They started offering ‘DIY’ 
technology to telecommunications 
experts but have climbed through 
‘collocation’ and ‘hosting’ to  
‘application management’. The 
long-term vision of the firm is to be 
a player in the emerging ‘cloud  

computing’ marketplace, where computing applications will be provided as 
services which are remotely sourced in internationally hosted data centres. 

In order to do this, the company had to learn the skill of crafting its core 
service to different customers; to improve perceived value. 

The company has deliberately set out to move from a generic infrastruc-
ture service to a higher-value, tailored communications service. It identified 
buyers in individual companies who were either chief finance officers or 
chief technology officers. It then worked through the products, features and 
benefits that would appeal to each person in each organisation and tailored 
its offer to each company. 

The results were dramatic. Between 2004 to 2008 there was a  
compound average growth rate of 67% and EBITDA quadrupled. 

Over the same period, the percentage of its customers who were ‘corpo-
rate’ grew from 8% to 51%. The company has penetrated the corporate 
sector very effectively by reconfiguring its basic core service to different 
corporate buyers. It has customers in the public sector (eg the European 
Union), financial services (ING and Morgan Stanley), Services (Hilton, 
Yahoo), retail (WE and Chopard) and manufacturing (Ford and Siemens).

http://www.interoute.com/company/contact_ushttp://www.interoute.com/
company/contact_us/online_enquiries
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Time and again, technicians inside 
some of the most famous technology 
firms do exactly the same thing with 
technology-based services. 

They examine the offer of others 
and use detailed processes to specify 
the features of the proposed service. 
They know exactly how it will work 
and what customers will receive. Yet, 
when it is launched, it is a dead frog, 
lifeless and valueless, over which cus-
tomers haggle about price and moan 
about tiny errors. 

Real perceived value
Yet a growing number of leading tech-
nology firms are now showing how 
important it is to engineer real magic 
into value propositions. Steve Jobs, of 
Apple, is probably the most famous 
modern example of the application of 
design and insight to create real value 
from technology. 

Users of the A pple Mac computer 
tend to be loyal enthusiasts who laud 
its ability to process information ‘as if 
it’s designed for a human being’.

This desire to create innovative 
and enticing technology-based prod-
ucts gave Apple a difficult and cheq-
uered history until it launched the 
iPod and iPhone. 

The industry had been talking for 
many years about one device to inte-
grate computing, mobile telephony 
and email. 

There had been several PDAs 
designed and launched with mixed 
success. But it was the (at the time) 
radical design and innovative 
approach that made this product so 

sexy and appealing. S hops were 
mobbed for it and A pple became a 	
byword for innovation.

Powerful market forces
A  number of relentless and powerful 
market forces are now causing the 
leaders of this vast industry to think 
seriously about the positioning of 
technology-based services, perhaps for 
the  first time. ‘Cloud computing’, for 
example, means that the world will 
buy processing power in a radically 
different way. 

It will affect products, services, 
risk, customer contracts and secu-
rity. It will, though, revolutionise 
supply and demand, requiring 
entirely different mechanisms to 
create perceived value. 

The leaders of the computer 
industry are taking it very seri-
ously. IBM, for example, is just 
completing a two-decade-long 
repositioning while others are lin-

ing up huge investment into new 
offers, new marketing pro-
grammes and acquisitions. 

 For technology service busi-
nesses, the transformation of a 
commodity (their core service) 
into a proposition which offers 
different versions of perceived 
value to different customer groups 
is one of the most profound and 
profitable things they can do; and 
it is a marketing task at the very 
highest level. 

Expect their most senior leaders 
to reach for marketing skills in 
systematic and remarkable ways 
as these changes play out among 
them. ❦
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Cloud computing means the world will buy processing power in a very different way. It 
is internet-based and allows the sharing of resources on demand, like an electricity grid  


