
That Kodak moment 

How to avoid it and thrive in the Digital World 

Children born today will grow up in a very different world from their parents – it will be a fully digital 

world and will go far, far beyond the ‘digital foothills’ we are seeing today. It will impact virtually 

everything we do: in our social lives, in business, in our government, our environment, where and 

how we live.  The fusion of ubiquitous and affordable communications, cloud based computing and  

smart devices that enables the digital world is unlocking a Pandora’s box of innovation - put simply, 

anything that can be digital will be. 

So far the impact of the digital world has largely delivered faster, cheaper and better versions of 

things we already had but even so its effects have been profound and widespread: nearly everyone 

on the planet now has access to the kinds of connectivity, information, entertainment and business 

that were previously the preserve of a comparatively wealthy few. But over the next decade or so, 

the digital world will be all pervasive, not because it’s cool but because it is cheaper to do what we 

do today with physical approaches but increasingly because digital technology allows us to do things 

we could never do without it.  

But the digital world doesn’t just enable new products and services or old ones to be delivered in a 

different way - it enables entirely new business models to exist and alters the way companies 

operate. The main reason for this is because it dramatically reduces transaction costs – the costs of 

doing business and in doing so it turns on its head the century old concept companies growing ever 

bigger. The digital world makes it much easier for companies to disaggregate and focus on what they 

do best while partnering with others to provide a complete service. At the same time, barriers to 

market entry get lowered – today you can address markets of billions of people, at very low prices 

and still make good returns because you don’t have to build the go-to-market infrastructure.  

Most companies consist of 3 primary businesses: a customer focused business that sells things and 

looks after customer relationships; a products business that designs and manages products and 

services and an infrastructure business that makes them. These actually need quite different 

management approaches - in fact they usually conflict with each other. The customer relationship 

business needs as broad a scope of products on offer as possible; product and service innovation 

needs as much speed and flexibility as possible while the infrastructure businesses needs as much 

scale as it can generate by limiting the range of products produced.  

This paradox is very much at work in a typical, vertically integrated communications provider where 

the infrastructure business is so dominant that product innovation and the range of services on offer 

gets limited. As a result, communications companies are generally losing out in the race to innovate 

new services and their traditional services are being usurped by the likes of Skype, Viber, Whatsapp 

and iMessage.   

So it’s not surprising to see them trying to escape the gravitational effects of their infrastructure 

business, by separating into autonomous and focussed businesses such as Telefónica Digital and 

SingTel’s recent restructuring. Nimble, innovative business units are being established in operators 

around the world to exploit opportunities such as eHealth, smart energy, and smart automobiles 



while at the same time focussing and cost reducing their infrastructure businesses through mergers 

or infrastructure sharing such as the formation of Everything Everywhere.   

This disaggregation is happening in many businesses and as more and more goods and services are 

supplied digitally, the future looks like a digital economy based on an ever increasing number of 

cloud-based services working together in a variety of ways to deliver services to a user. These range 

from enabling services delivering underpinning computing, storage and communications capabilities 

through a wide range of consumer and enterprise application services, through to digital stores and 

aggregators who package and deliver these to end customers. At the same time there are numerous 

niches for various enabling services such as security, authentication, payment, service quality and so 

on.   Figure 1 below shows a simplified view of the various market segments.  

 

So what are the hot spots in the digital world and how are companies positioning themselves to 

exploit them? Where to play depends on two key factors – where does growth and opportunity lie 

and where do you have the competencies to succeed?   

Take the enabling infrastructure sector for example - there’s no doubt that communications players 

are experts at managing the design, rollout and operations of large-scale infrastructure.  Their 

business model is based on large capital investment and then recouping that over a long period of 

time – quite different from an innovative and fast moving applications developer. Success depends 

on doing it at scale and doing it very efficiently and we are likely to see a big increase in merger and 

acquisition in this area with technology suppliers like Ericsson and Huawei increasingly involved with 

infrastructure service delivery. In addition to scale, we will also see diversification into other 

infrastructure areas, especially cloud computing and storage. The enabling elements of machine-

machine (M2M) infrastructure also fit in here:  the emergence of end-end managed M2M platforms 

on which others can build application services in various sectors.   



The boundary line between what is an application service and what is the enabling infrastructure will 

always be a fuzzy one but likely as not, the common elements that most services require, such as 

security management, quality of service management, payments and settlements provide 

opportunities for value-add on top of the basic infrastructure – they both generate revenue and 

enhance the attractiveness for service providers who want to leverage the underlying platforms.  

Application services come in many forms. First generation digital services like Google, Facebook, 

Twitter and others have been aimed at mass market consumers, monetizing them through exploiting 

the user’s data to advertizers. Salesforce has led a second wave of enterprise based services and we 

are likely to see a significant growth of these aimed either horizontally (such as sales management 

and CRM) or services for specific industries and markets.  Enterprise services, ones in which 

companies are reliant to run their business, demand a very different level of reliability, security and 

quality of service  from ‘best-efforts’ consumer services and lend themselves to companies who 

have a trusted brand and have the right experience and competencies to run high quality and 

reliability services.  

The third main sector is the customer facing layer, one which is still forming and likely to change 

shape numerous times. The success of iTunes showed that digital storefronts are good for both the 

application developer, who doesn’t have to worry about getting to the customer, handling payments 

and so on while the store provider makes a good income through creaming off a slice of the 

revenue. Many have tried to imitate this success but few have succeeded – in consumer applications 

the tie between the store and the device software provider is a strong one.   

However, this may also be a growth area for enterprise applications, particularly where services are 

aggregated into bundles aimed at specific market segments.  This requires a lot more that providing 

a catalog and payment mechanism – aggregating a number of services into a cohesive package such 

as a complete set of business services for a small business requires much greater investment in 

software integration and customer support capabilities.  

So what are the competencies that are needed to thrive in the digital world?  Well, it depends on 

where you choose to play but there are a number that run across the layers of the stack. Visionary 

leadership is certainly one – the digital world is moving so fast that without leaders who can plot a 

course and motivate teams to get there quickly, you may be left at the side of the road watching 

others pass by.  Innovation is another – the digital world thrives on new and novel ideas and without 

an innovative culture, those ideas will never see the light of day.  

Customer centricity is another: in the digital world, your competitor is only a click away and the 

market leaders like Apple and Amazon set a bar by which all other service providers are judged and 

that bar will continue to rise. Providing a great customer experience and building Apple-like loyalty 

isn’t just something to bolt on to your customer service, its demands a customer oriented ethos right 

throughout the company.  

The digital world is one where you will be working with other partners in an eco-system to provide 

the overall service. Working with partners on a win-win is very different from a traditional supplier 

management role and one that takes time to learn how to do well but is critical to success in the 

digital world.  



It almost goes without saying that the digital world is essentially a software world, yet many 

companies still regard their IT function as a support cost to their ‘real’ business. Like other support 

costs, they are usually heavily squeezed to do ever more for less and often end up getting 

outsourced to a third party. Yet in the digital world, excellence at software development and 

operations is not a supporting role, it is the role. External partners may be able to help, but unless 

you have a deep competency in building, deploying and operating highly scalable, reliable and 

cutting edge software systems, you will probably be sitting on the side of the road as well. 

The digital world isn’t just our physical world with added technology to do a faster, better cheaper 

job. It’s a major disruptive change, probably the biggest impact on society, business, government 

and education that we have ever seen. The rules of the game are changing and if you don’t rethink 

the way you operate your business to exploit it, you’ll almost certainly be on the casualty list  having 

your own Kodak moment !   

 

 

 

This article is the first in a series based on Keith Willetts new book Unzipping 

the Digital World, available from the TM Forum and Amazon in hardback and 

Kindle formats.  

Later articles will explore key competencies in greater detail.  

 

 

 

 

 

 

 

 

 

http://amzn.to/KSjTBE
http://www.tmforum.org/unzippingthedigitalworld
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