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Is This Book for You?

If you looked at the cover before turning to this page, and more or 
less liked what you saw, then almost certainly yes …

All sorts of people, all over the world, with a wide variety of 
job descriptions and titles, are battling with the issue of how to – 
how shall we put it – ‘do the right thing’ in digital media. Consul-
tants like us, board directors, strategists of all kinds, academics, 
Web designers, brand managers and all sorts of marketing folk, IT 
managers, software developers. And so on.

Let’s cut to the chase … if you’re interested in what happens 
next with customers, businesses and their brands, the Internet, e-
business, e-commerce and m-commerce, and all the rest, we wrote 
this book for you. We think it frames the most important ques-
tions at the time of writing,1 and that it goes a long way towards 
answering a lot of them.

NOTES

1      Summer 2001.

xi
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Introduction

A CHANGE OF DIRECTION

A bit of honesty … We set out writing this book with the  perhaps 
jaded hope that some of our more successful (and well-worn!) 
consulting tools and techniques might fi nd a useful resting place 
in print. We’d struggled individually and together as a partner-
ship for more years than we’d like to admit to (more than 20 years 
combined, if you must know …) with the issue of what consti-
tutes genuine value for customers – and therefore delivers value 
to businesses – in the digital domain. So we felt we had plenty to 
say, a thoroughly tested conceptual framework and vocabulary, 
and lots of real case materials to support our arguments.

There was no ‘One, two, three, and away!’, but they began running when 

they liked, and left off when they liked, so that it was not easy to know 

when the race was over. However, when they had been running half an 

hour or so, and were quite dry again the Dodo suddenly called out ‘The 

race is over!’ and they all crowded round it panting, and asking ‘But who 

has won?’.
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A piece of cake, in other words.
But as we moved into the always challenging – caveat emptor! 

– and occasionally excruciating process of, well, doing the work 
rather than simply talking about it, we realised that (a) we couldn’t 
just cynically regurgitate old thinking of our own and do justice 
either to our own efforts or to your invested time; and (b) we’d die 
of boredom.

But most importantly, we discovered very early in the pro-
cess that far from just helping clients and readers make the most of 
the current digital environment, we needed to point out that this 
environment is in fact fatally fl awed in terms of its ability to cre-
ate substantial and sustainable value for either customer or busi-
ness.

After some pretty serious discussion, we decided to dig a 
little deeper into the murky worlds of our combined experience, 
to develop what we believe to be a viable strategic stance and tool-
kit to meet this considerable challenge. We proceeded to explore 
how the implications of this thinking might actually play out in 
the future of digital markets.1

As a consequence, we believe that we’ve come up with a 
clear overview of what the next convincing manifestation of digi-
tal business will look like. Internet 3? Perhaps.

Anyway … hard work! Not what we’d envisaged.
But we’re happy with the fruits of this unanticipated labour, 

and we encourage you to engage with these observations, conclu-
sions and recommendations with an open and critical mind. Dis-
agree with us, heap scorn on our efforts. But most of all, move 
forward, and take nothing for granted. Lots of changes are afoot, 
as you’ll see below, and they will demand both open minds and 
enormous effort from those of us looking to participate.

Whatever this thing is, it’s clearly only now getting under 
way. Bon voyage!

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS
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AFTER THE FALL …

Obviously, despite the recent dip in the technology markets, digi-
tal media remain set for extraordinary growth. ActivMedia, for 
example (Fig. 0.1), puts the total value of Internet-generated rev-
enue by 2002 at $US 1234 billion, while Forrester (Fig. 0.2) puts US 
e-commerce (in this case probably e-business) at $US 1331 billion 
by 2003.

Fig. 0.1 By 2002, the overall size of the digital business opportunity hits – according 
to ActivMedia – a staggering $US 1234 billion.2

INTRODUCTION
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But it’s equally clear that all is not entirely well. As we’ll see 
below, help is urgently needed on both the demand and supply 
sides.

Customers are not at all happy with on-line businesses …

In September 2000, A.T. Kearney, an EDS division, conducted re-
search into experienced on-line consumers’ behaviour in six of the 
most developed digital markets: the US, UK, Sweden, Germany, 
France and Japan (representing 89% of the (then) worldwide mar-
ket).4

The report conveyed this dismaying news:

Fig. 0.2 Forrester Research are similarly bullish in their predictions, but note also the 
difference in scale between their B2B and B2C estimates.3

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS
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‘ … e-retailers are missing out on more than $6.1 billion in 

lost sales today, or 13% of the total worldwide revenue. If e-

retailers do not get their act together, they will never reach 

predicted forecasts. The main reason for this missed oppor-

tunity is that consumers cannot do what they want on-line … 

If e-retailers wish to satisfy the demands of customers, they 

must fi rst offer them an on-line experience that meets expecta-

tions.’ (Our italics.)

… businesses are not at all happy with their suppliers …

A 2001 report from Elmwood5 presents equally dismal news for 
players on the supply side, in particular the marketing services 
sector. Fully 30% of clients indicate that they do not intend to 
use their previous agency again. A further 30% would not recom-
mend them to another client.

Why is this the case? Well, another report, from the Henley 
Centre,6 places lack of support for business process by agencies 
among the most serious problems for clients and, looking at both 
reports, we can see the dramatic contrast between technology-
based complaints (a mere 14%) and failure to deliver on an opera-
tional or other component (61%).

… and nobody’s happy about losing so much money!

No need to detail the woeful list of losers in the dot-com frenzy. 
Less newsworthy perhaps, but also far more alarming, is the sta-
tistic we uncovered in our recent research into production pro-
cesses in the UK digital market. Some 20% of projects are making 
a profi t on the supply side, with the rest losing money.

GartnerGroup anticipated this issue two years ago:7

‘Through 2002 GartnerGroup gives 75% of e-business proj-

ects a 50–50 chance of meeting their objectives. The main 

INTRODUCTION
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reason? Fundamental fl aws in strategic preparation and project 

management.’(Our italics)

WAKE-UP CALLS FROM THE RECENT PAST

The point needs to be made here that the various industries that 
converge in digital media – as well as their clients – have repeat-
edly insisted on misreading the strategic opportunities afforded 
by the new media, the slow-motion explosion of the supporting 
technologies, their implementation and their (generally grudging 
and unpredictable) acceptance by customers.

At least three consistent strategic distractions still persist in 
exerting a savage downward pull on the trajectory of digital mar-
kets. What’s most alarming, in terms of the argument of this book 
as well as the prospects for digital markets overall, is that their 
negative effects have been demonstrated clearly, repeatedly and 
at enormous cost over the past ten years. Both the early interac-
tive revolution – where compact disc was the primary vehicle – 
and the subsequent Internet explosion of the mid-to-late 90s, were 
blighted in varying degrees by an over-focus upon them.

Now, eerily, the same mantras are heard at the time of writ-
ing this (although less lustily chanted than in the golden months 
of mad investment) around the halls of digital media, as the focus 
– rightly or wrongly, certainly shakily – moves from the Web to 
Interactive TV, broadband and 3G mobile.

The question is now, when will we choose to wake up? Will 
we wake up at all?

The obsession with bandwidth

Bandwidth – its lack, the need for more, how wonderful it’ll be 
then, and so on – has occupied centre stage since the early days of 
new media, and has perhaps taken over from processing power 
as ‘the only thing that stands in our way’.

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS
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But what actually changes when, for example, broadband 
delivery to business and home becomes a reality? Beyond en-
abling a certain amount of convergence of delivery, beyond cut-
ting download times for data, and beyond shifting the compet-
itive environment around (again), in what circumstances does 
higher bandwidth create genuine new revenue streams? Is any 
meaningful new value delivered to businesses and consumers?

This is not to say that bandwidth does not enable new types 
of value to be created and delivered to customers, and corre-
spondingly, new revenue streams to evolve for certain business 
models. But this is not the same thing as creating that value. We 
cannot continue to make the mistake of assuming – as has been 
the case with content – that more bandwidth automatically means 
more value. It’s not true, and it leads to misdirected strategic ef-
forts at the most fundamental levels.

The obsession with content

The profound misreading of the true value of content in digital 
markets is brought in here to back up our point about bandwidth, 
but is explored in detail in Chapter 5, ‘Meaning, Trust and Value’. 
Surely only owners of media-rich content (audio and video pri-
marily), which needs big pipelines for satisfactory delivery to the 
customer, and the owners of these pipelines, stand to benefi t at all 
from this ‘bulk’ mentality. This is the idea that somehow, for the 
customer as well as the business, ‘more is more’.

As long as ‘content is king’ remains on the lips of those 
who drive opportunities in digital markets, in the absence of a 
 modally-based8 approach that enables content to support – as op-
posed to impede – meaning, trust and value, the customer’s core 
needs will continually fail to be met with, as we shall see later, 
commercially disastrous results.

INTRODUCTION
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The obsession with new channels and devices

At the time of writing, two major global manufacturers of con-
sumer electronic goods – notably mobile phones and PDAs – are 
announcing huge lay-offs in their workforces.

While this is due in part to the general current cooling of the 
world economy, especially notable in technology stocks, it also 
refl ects a new – and to a considerable extent justifi ed – uncer-
tainty about the hitherto rosy prospects of the ‘mobile Internet’. 
The markets have furthermore, after a brief honeymoon period, 
thrown into question the absurdly high cost of the European 3G 
mobile licences.

As for Interactive TV, while plenty of pilots continue to be 
run, the real opportunities become increasingly vague and, frank-
ly, narrow, as the veneer of technical optimism wears thinner. TV 
– interactive or not – generally remains a resolutely passive medi-
um, where the task-focused customer is unlikely to fi nd adequate, 
coherent ways to solve problems, except of the very simplest kind. 
It seems that most of the more plausible interactive functions will 
develop around gaming-type options, and that the dryer applica-
tions relating to, for example, banking, will tend to stay rooted in 
more work-based channels.

Our points made above about the problems created by an 
over-focus on content and bandwidth are again relevant here. 
Outside a modal, truly customer-centric approach, where neces-
sarily complex partnerships of complementary businesses are to-
gether able to provide a rich, complete experience to the customer, 
the obsession with new channels is little more than an expensive 
distraction. As with bandwidth, mistaking the potential enabler 
of value for the value itself has severe consequences.

OUR TEN PARADOXES IN DIGITAL MARKETS

There’s a good reason why you’ll fi nd a quote from the work of 

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS
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Lewis Carroll (Alice in Wonderland and Through the Looking Glass) 
at the head of each chapter in this book: any meaningful explora-
tion of business in digital markets immediately uncovers mazes, 
riddles and irritations of all kinds. So Alice became our mascot, 
with her apparently inexhaustible curiosity, her courage, her hu-
mour and – perhaps the most necessary qualities of all in this gen-
erally hostile landscape – her determination and occasional bursts 
of anger.

Less frivolously, with the two key themes of meaning 
and trust running through Promiscuous Customers, what better 
source of inspiration for the enterprise than these masterpieces 
of wisdom and nonsense, friendships and betrayals, reality and 
 fantasy?

We uncovered a number of fascinating riddles in the course 
of our work. These are the most impactful, and we have endea-
voured to develop and answer them in the nine chapters that 
 follow.

In digital markets, then …

 1    Why is information, far from adding value, the cause of most 
of the problems encountered by customers and businesses? 
Why is content anything but king?

 2    Why will the most important information never be seen by 
the very customers who are most willing to pay for it?

 3    Why will tomorrow’s most valuable brands be mostly in-
visible? And why is the ‘virtual’ or digital brand the realest 
brand we’ve ever had?

 4    How can we manage brands that are intrinsically out of our 
control?

 5    Why is Customer Relationship Management (CRM) in fact 
attacking value and destroying loyalty? What does it really 
mean to be customer-centric in an environment where loy-
alty is often meaningless?

INTRODUCTION
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 6    How can customers be most loyal to the services of which 
they are least conscious? Why is mind share no longer rel-
evant?

 7    Why are the smallest and least signifi cant aspects of the cus-
tomer’s digital experience the ones that put your business 
most at risk?

 8    Why are today’s e-commerce powerhouses tomorrow’s low-
end fulfi lment houses?

 9    Why is disintermediation in fact a blind alley, and partner-
ship the only way forward for business?

10    Why is the analysis of the smallest customer task the only 
route to building sustainable business strategy?

HOW PROMISCUOUS CUSTOMERS IS PUT TOGETHER

A game of three halves …

Here’s the challenge we set ourselves in writing this book: how 
can we create sustainable value for businesses in digital markets, 
through the analysis and delivery of true value for their most 
valuable and desirable customers?

Our overall approach here has been to bring customer expe-
rience – for the fi rst time we think (at least in earnest …) – together 
with business strategy.

We look fi rst at the problem in Chapters 1–3, broadly focus-
ing upon the new customer, the new brand and the new business 
types that have emerged in recent years in digital markets. We 
fi nd that meaning and trust are above all else the two key value 
drivers, and that ignoring these imperatives (as we see in Chap-
ter 5) has taken digital media to some funny – or not so funny – 
places. We introduce a tool, the ‘Revenue Cube’, for the modelling 
of the key business types in the punishing and clearly unsustain-
able current environment that we dub the ‘Commoditised Inter-
net’.

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS
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We start the second of our three halves, by proposing and 
detailing at a high level, a new methodology for the discovery 
and description of customer value in digital markets, which we 
have named Modal Analysis. Working logically from the starting 
point of key customer tasks, Modal Analysis enables a business 
to evolve a truly value-based series of scenarios for the creation, 
delivery, and achievement of profi t from its prospective digital 
 offerings.

Our second key tool, the ‘Cycles of Customer Experience’, is 
usefully introduced here, enabling you to visualise how custom-
ers’ individual perceptions and their individual experience can 
be managed forward, towards a new kind of ‘digital loyalty’ 
based upon cohesive task support and increasing automation of 
 services.

Applying this methodology takes us in the direction of a 
completely new paradigm for the delivery of value to customers 
in digital markets, which we have named the marketspace. This is 
a primarily digital environment that – through the assembly and 
management of a cohesive set of services across an entire area of 
customer concern (for example childcare, sport, learning, fashion 
and so on) – solves the major value problems facing customers 
and businesses in the current situation.

We proceed to examine – at a high level again – the key driv-
ers and enablers that will, we believe, support the evolution of 
marketspace-type offerings, focusing in particular upon technical 
issues.

Moving to the last of our three halves, Chapters 9 and 10 
– ‘Roles and Benefi ts in Marketspaces’ and ‘Rules and Relation-
ships in Marketspaces’ – may be best dipped into as your current 
particular needs dictate. Departing slightly from the more narra-
tive-based argument that features in the rest of the book, they are 
designed to assist businesses from a range of industry sectors to 
identify and consider their ideal stances, should they wish to en-
gage with the marketspace paradigm.

INTRODUCTION
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We conclude the book by examining – using our fi nal key 
tool, the ‘Value Cube’ – where the various degrees of customer 
and business value will lie in future digital markets. Our key argu-
ments are then recapped, to bring the book to what we hope is a 
gentle landing after an occasionally challenging fl ight!

The rules of the game

We use several little techniques that we hope will make Promiscu-
ous Customers an easy and satisfying read.

‘Key point’ (self-explanatory of course) indicates where we 
feel an especially important statement is made. ‘Hard hat area’ 
– rarely used in fact – tells you that what follows may be a little 
dense for certain readers and, while the contents are important, 
they can be fl ipped through at a headline level without seriously 
compromising the overall read. ‘He said … she said …’ signals 
a quote from or reference to a relevant comment from another 
source, while ‘Back in the real world’ introduces brief case studies 
that illustrate the argument with reference to the present day.

Overall, you’ll notice that the reading experience does by ne-
cessity become slightly more demanding as the book progresses. 
Two reasons for this:

First of all we are, as the book moves forward, engaging with 
more substantial issues of technical and business strategy … to 
shy away from these would be to betray both your needs and 
ours. A major misconception that drove the dot-com fi asco was 
that somehow this is all terribly easy. Far from it: trade in digital 
markets is more complex, more expensive and more risky than 
any seen before.

Secondly, while the earlier part of the book deconstructs and 
criticises what will tend to be familiar concepts, we then proceed 
to introduce quite new thinking that – while building, we hope, on 
a solid foundation of value-based thinking – nevertheless features 

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS
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its own frameworks and vocabulary that will demand greater ef-
fort from you.

But we do ask that you stick with it … it’s worth it!

NOTES

1      By this we mean commercial environments that are accessed 
through one or more digital channels (the Internet, the World 
Wide Web, mobile, interactive TV etc.).

2      ActivMedia, quoted by Nua (www.nua.ie).
3      Forrester Research, quoted by Nua (www.nua.ie).
4      A.T. Kearney, ‘Satisfying the Experienced On-line Shopper’, 

report, 2000.
5      Elmwood, ‘Does it click?’, report, 2001.
6      The Blade Partnership, a consortium of WPP companies in-

cluding The Henley Centre, 2001.
7      GartnerGroup (1999).
8      See Chapter 4, ‘Modes, Purposes and Tasks’.
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‘Now here, you see, it takes all the running you can do to keep in the same 

place. If you want to get somewhere else, you must run at least twice as 

fast as that!’

C H A P T E R  1

The Cold Heart of the 
Promiscuous Customer

IN THIS CHAPTER WE LOOK AT

•   the new service challenges posed by digital markets;
•   the expectations of the on-line customer;
•   the problem of loyalty;
•   the strategic red herring of CRM; and
•   the emergence of meaning and trust as fundamental service 

and value drivers in digital markets.

15
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THE MIRAGE OF LOYALTY

Infinite choice, infinite access, infinite expectation

Today’s customers in digital markets are, like spoilt children, both 
fortifi ed and frustrated by an impression of almost infi nite choice. 
When there’s always another supplier at my fi ngertips, always a 
better deal around the corner, and I have access to these through 
a plethora of channels and devices, is it any surprise that I feel no 
need to bond with a particular supplier?

Each new service standard that’s set simply raises the bar; 
added value rapidly degrades into perceived commodity.

The lack of human contact, traditionally a reliable means to 
encourage bonding and build brand loyalty, further sharply re-
duces the range of opportunity for personal service and shared 
problem-solving.

‘20 SECONDS TO COMPLY …’

The golden years of terrible service

Put yourself in the shoes of yesterday’s customer for a couple of 
minutes. Say you drove past a billboard promoting a special offer 
where a freephone number was featured for you to order a bro-
chure – perhaps this was promoting a fi nancial services company. 
You jotted down or remembered the number and sometime later 
you rang up to order your free information pack. You sat on hold 
for maybe fi ve minutes, listening to elevator music, or perhaps a 
snippet of baroque that was just intrusive enough to prevent you 
from thinking about anything else while you waited – or should 
we say while you wasted your time, which somehow didn’t seem 
quite so valuable back then.

Eventually a call-centre staff member picked up your call. 
They could be pretty brusque with you, because they were clearly 
busy, otherwise why would you have waited for so long? So you 

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS
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INTRODUCING OUR PLAYERS…
Introducing Christopher Marlowe and Janet Weiss. These two in-

dividuals (who don’t know each other, by the way; they live on dif-

ferent continents) will be protagonists in some of the case studies 

and examples we’ll be using in the rest of the book.

Janet Weiss is a teacher, aged 37, married to Brad, with a son of 

8 named Rocky. They live in Amarillo, Texas. Janet teaches science 

in a large public school in the city, usually children with an age 

range of 10–13. Janet’s personal interests include country music, 

cookery and Native American art.

Currently Janet is using the World Wide Web to:

•  Source and purchase teaching aids of various kinds, including 

books, scientifi c kit, some (usually non-critical) research materi-

als.

•  Keep track of the relevant aspects of her curriculum, supported 

mainly by federally- and locally-funded and maintained sites 

dedicated to the teaching community.

•  Participate in a small range of on-line discussion groups, cov-

ering both professional and personal concerns. She takes a par-

ticular interest in the management of violent behaviour in the 

classroom. Her son Rocky suffers from a serious food allergy, 

and she actively supports a national on-line anaphylaxis re-

source discussion group.

•  She has also signed onto a comparable range of email newslet-

ters.

Janet uses a laptop at home, with a 56k dial-up line; at school, the 

local area network provides high-speed access to the Internet; she 

is a regular if infrequent mobile phone user.

Christopher Marlowe is a freelance industrial designer, aged 

41, who lives in South London. He is divorced, with an active role 

THE COLD HEART OF THE PROMISCUOUS CUSTOMER
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sympathised with them, and they took down your details. You 
politely said goodbye.

A week later nothing had come. Still feeling basically OK 
about this company, you rang back. It turned out that your previ-
ous service contact had taken down your address wrongly, and 

in the parenting of his son of 13, William. Already an established 

and experienced user of technology in his working life, Christo-

pher was an early convert to the Internet, and it features heavily 

in his day-to-day life. His personal interests include yoga, classical 

music and junk crime novels.

Christopher uses the World Wide Web to:

•  Collaborate, on a more or less daily basis, with colleagues and 

clients on project work, using whiteboard and other virtual con-

ferencing tools with comfort.

•  Shop for books and music, using a combination of well-known 

and more esoteric outlets.

•  Participate – admittedly with little regularity or enthusiasm – in 

a very small number of discussion groups relating to his profes-

sion. In contrast, his son William has a surprising – and rare at 

his age – passion for poetry, and they both belong to a small on-

line community of enthusiasts.

•  Like Janet, Christopher receives a range of email newsletters 

(many of which he wishes he’d never signed up for, but can’t 

fi nd the time to unsubscribe …)

Christopher has a fairly new and powerful laptop for both work 

and personal use and as a freelancer is a very frequent mobile 

phone user, often sending and receiving email through his state-of-

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS
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your new friend in the call centre promised that the package 
would go out tonight to the correct address.

Eventually the package arrived. And – if indeed they’d sent 
you the right materials – despite your fairly negative experience 
of the company’s service thus far, you probably remained at least 
receptive to their offer. In other words, no critical damage to per-
ceived value or trust was done by this quite extensive catalogue of 
service errors, spread over a period of perhaps two weeks. And 
you may indeed have become a customer.

The instant damage of poor customer experience

Fast forward to today. The same fi nancial services company 
brings to your attention a similar offering, with a link to a dedi-
cated mini-site for you to visit. But likely due to no fault of the 
company – maybe your service provider’s having a bad day – 
there’s a problem with speed of download. You feel the bile ris-
ing within say 20 seconds … eventually an over-large graphics fi le 
begins its slow appearance on your screen.1

One touch on the back button, and you’re gone. And you’ll 
never be a customer of that fi rm, and you may say a few dispar-
aging things about them and their offer to friends, just for good 
measure.

Because you know how good service can be online, because 
you’ve experienced it before, you know that someone’s just wasted 
your time, which has recently become – now that you’re a spoiled 
‘promiscuous customer’ – as valuable as gold dust. Just like in the 
fi lm,2 that company had ‘20 seconds to comply … ’ to your needs, in 
your timeframe. It failed, and got blown away forever.

Somehow, in digital markets, the expectations of our most 
valuable customers are almost absurdly heightened and acceler-
ated. And they’re inclined to shoot fi rst – assassinating the brand 
with remarkable callousness – and not bothering to ask any ques-
tions at all …
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How then are businesses to address what seems to be a pro-
gressive and insoluble problem? How are customers to be attract-
ed and retained?

THE RED HERRING OF CUSTOMER RELATIONSHIP 
MANAGEMENT

If customer loyalty is acknowledged as one of the biggest chal-
lenges facing business today, it’s so easy to respond by making 
the critical mistake of placing the cart of Customer Relationship 
Management (CRM) in front of the horses of trust and value.

The customer’s cold heart

There’s been a traditional sentimentality – a sort of fond avun-
cular soppiness – in marketing’s approach to and treatment of 

customers, which has perhaps peaked 
recently in the rush of enthusiasm for 
CRM.

But, as it’s turning out, a lot of cus-
tomers don’t seem terribly impressed, 
and few loyalty programs seem to deliv-
er the value they promised. It seems that 
customers aren’t as keen as businesses 
on this notion of ‘managed loyalty’, and 
more often than not fail to see the value 
to them of this relationship.

There’s equally a big question mark 
over the issue of whether these initia-
tives create any real value for the busi-
ness. And, at the time of writing, at least 
one major technology player has pulled 
in its horns sharply on the subject … 

KEY POINT
We must be clear on this point. 
CRM is at its best only a system 
that enables more powerful, consis-
tent, and economical capture and 
leveraging of the customer value 
and trust that have already been 
established in the various contacts 
that make up the history of the re-
lationship so far. Without these, a 
CRM program is simply empty of 
relevance to the customer, and can 
indeed turn on its owners – to can-
nibalise both loyalty and reputation 
– by throwing into relief the very 
problems they seek to fi x.
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there’s been talk of a new ‘C-MR’, or Customer-Managed Rela-
tionships.

Whether or not you buy – and we have our own doubts on 
this – that promiscuous customers can actually be bothered (why 
should they?) to take on an active role in a relationship for which 
they’ve rarely demonstrated even a passive interest in the past, 
there’s a growing perception among even the most vocal and 
committed proponents of managed loyalty that the customer is in 
charge.

So, while there’s no doubt that many of the principles of 1:1 
are sound (to the point perhaps of being tautological) the assump-
tion that the best way to the customer’s cold heart is by relation-
ship-building is by no means a sound one and no more so than in 
digital markets.

HE SAID … SHE SAID…
‘Ironically, the very things that marketeers are doing to build rela-

tionships with customers are often the things that are destroying 

those relationships.’

‘Preventing the Premature Death of Relationship Market-

ing’, Harvard Business Review, January 1998.

‘As buyers’ initial curiosity with the Web wanes and subsidies end, 

companies offering products and services on-line will be forced 

to demonstrate that they provide real benefi ts. Already, customers 

appear to be losing interest in services like Priceline’s reverse auc-

tions, because the savings they provide are often outweighed by 

the hassles involved. As customers become more familiar with the 

technology, their loyalty to their initial suppliers will also decline; 

they will realise that the cost of switching is low.’

‘Strategy and the Internet’, Harvard Business Review, March 

2001.
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Owning information about an individual and their purchas-
ing behaviour is not synonymous with 
having any sort of relationship with that 
individual. It is at the point of contact 
where the customer is actively seeking 
value from the business that the most 
important opportunities – and indeed 
risks – for relationship building appear.

KEY POINT
The customer relationship exists – 
and is therefore built or destroyed, 
grown or eroded – at the interface. 
Not in the database.

A SUPERMARKET EPIPHANY, OR LOYALTY 
AS COMMODITY
A leading British supermarket group made a big splash with its 

loyalty card scheme in the mid-nineties. Christopher signed up for 

it, as did millions of other shoppers. Within two years of the pro-

gram’s launch the company had taken leadership in its market.

It was easy to assume that the chain had seized this lead in 

the market due to this shrewd stealing of a CRM march. But soon 

enough the major competitors’ own faltering efforts got on their 

feet, and things got busier in the supermarket loyalty card area. As 

the competitors’ programs took root, consumers like Christopher 

got smart, unsurprisingly rather liking the idea of getting paid for 

their custom wherever they shopped, however often they came 

back and however much they spent.

It soon became clear that the promise of personalisation was 

being delivered to the consumer in the most clumsy fashion … Far 

from analysing purchasing patterns and then coming back with a 

more refi ned offer, the only clear evidence of activity was a remark-

able increase in mailings from various ‘partners’ of the chain. This 

was not going to build anything other than the most mercenary 

and cynical loyalty.
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WHAT REALLY MATTERS TO CUSTOMERS IN DIGITAL 
MARKETS

Time for us to introduce two fundamental concepts to our discus-
sion, those of meaning and trust.

Meaning in digital markets

If products and services meet the customer need in the off-line 
economy, in digital markets – where information is the basic cur-
rency – it is, we contend, meaning that determines how a custom-
er relates (especially with any sort of loyalty) to a business. It is 
meaning that conveys to the mind of the customer the potential 
value represented by competitive offerings.

Indeed, it is in so many instances a thirst for meaning that 
underlies the strategic disarray in the e-commerce environment 
at the turn of the century. As we’ll see below mere information – 
as the unmapped sea in which our islands of patchy value sit in 
isolation – does nothing better than erode value.

Meaning, as we’re using the term here, is about making sense 
of things. Note that information (or worse even, data) does not in-
trinsically aid us in making sense of the world. A shared sense of 
meaning is equally essential to effective communication and use-
ful community. If you can’t make sense, you can’t be informed, 
make decisions, communicate or, of course, transact.

A question of trust

Trust is, in any environment – personal or business, on- or off-
line – developed by affi rming and building upon an initial com-
mitment (which is an ‘act of faith’) through the effective ongoing 
management of various types of real and perceived risk.

As the initial ‘act of faith’ leads into a series of hopefully posi-
tive encounters, it is alchemised into real trust, with this process 
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taking the form of a trail of right answers to the sometimes simple, 
sometimes complex, but invariably important questions posed by 
the customer.

THE SLOPING PLAYING FIELD, THE MOVING 
GOALPOSTS

Promiscuous customers in digital markets remain unimpressed 
by sentimental attempts at building loyalty in the absence of au-
thentic meaning and trust. They respond quickly, decisively and 
negatively to interruptive communications, and any unreason-
able delays in service delivery are punished by immediate erosion 
of brand loyalty. As we’ve seen above, these little ‘betrayals’ at-
tack both meaning and trust, fundamentally undermining any at-
tempt to deliver value, and of course placing anything resembling 
loyalty way out of reach.

Only when these complex challenges are fully met by busi-
nesses, will on-line relationship-building initiatives fi nally fi nd 
any sort of fertile ground.

Every single encounter – no matter how fl eeting or apparent-
ly unimportant – with brands in digital markets provides a real-
time opportunity to either incrementally build or fatally wound 
this fragile bond with promiscuous customers. We need to accept 
that the effort and cost involved in satisfying their fi ckle and ever 
more demanding needs may, in more than a few cases, simply not 
be worthwhile for the business.

MEANING AND TRUST IN ACTION
For a closer look at just how central meaning and trust are to the 

performance of digital markets, and also in order to introduce 

several key components of both today’s and tomorrow’s environ-

ments, let’s examine some brief examples.
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Information without context and credibility

Janet’s using the Web to hunt for information – in this case, some 

background material for a class chemistry project she’s creating 

for the next term. There is of course an infi nity of free information 

on the Web, but it’s all over the place. Using the usual search en-

gines and directories, she comes up with a long list of possible 

Web pages to explore. Some look very promising yet turn out to be 

junk. Some of the most humble looking results, on the other hand, 

emerge as the most credible, and using the bookmarking facility in 

her browser she creates a shortlist of say 15 sites for closer exami-

nation.

At the end of this long process, Janet may emerge triumphant 

with two or three reasonable results. But – and this is in no sense an 

attack on the many excellent search engines that do sterling service 

at the time of writing – neither meaning nor trust are well-served. 

Janet’s task requires that she must fi rst sort through a plethora of 

largely irrelevant – often laughable – material to create her short-

list, which remains largely devoid of trustworthiness.

So, despite ‘all that information out there’, in this instance 

Janet has still needed to work hard and long to create her own 

meaning. At the end of that process, she also needs to take the risk 

of making her own judgement call about the credibility of the ma-

terial she selects as being relevant to her needs. So the environment 

brings her no trust either.

This is hardly customer heaven, is it? Lacking are a meaning-

ful context and credible (in this case, expert) endorsement and cer-

tifi cation of information that could possibly put pupils at risk in 

the laboratory. So, Janet has to fi rst work hard (the very volume of 

information on-line typically creates extra work – erodes value in 

other words – for customers in today’s digital markets). Then she 

must take the risk of assigning her own (admittedly informed but 

not necessarily expert) approval to whatever material she selects 
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for use on the project. Information, in the absence of services that 

provide meaning and trust, creates extra work and risk for custom-

ers.

Trust services – prevention, cure or cynical sticking plaster?

Christopher’s search for an obscure jazz title has brought him – 

surfi ng the Web one lunchtime (surely not on client time!) – to a 

new on-line shop that claims to specialise in just what he’s looking 

for … but the business appears to be based in Belgium, and Chris 

has never heard of it or bought from it until now.

The homepage of City Slicker Sounds does carry the logos of 

more than one known trust brand, but two questions need answer-

ing – that is, if Christopher feels any sense of doubt or hesitation 

before committing to a purchase: fi rst of all, what do these marks of 

trust actually mean, in terms of a commitment to the customer? Do 

they mean that whatever happens here, the customer’s protected? 

Or is it in fact only the business that’s protected from the fraudu-

lent customer? What sort of ‘protection’ are we talking about? Is it 

just that this business has paid some money to a trust brand to sign 

up to a code of practice? How many customers understand what 

trust brands mean?

Coming back to Christopher’s current encounter, his only 

comment (as a designer) might be that the all-important trust 

marks feature prominently on the homepage, but promptly disap-

pear for the rest of his encounter with City Slicker, including the 

point at which he decides to purchase the disc, arranges fulfi lment 

and confi rms payment. Are these marks really about certifi cation, 

or simply cynical marketing tools?

So trust services suffer from a lack of meaning, and their very 

trustworthiness – certainly on closer inspection by the customer – 

is typically far from clearly conveyed.
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TO SUMMARISE

•   Service in digital markets is a far more demanding imperative 
than business has experienced before, while the benchmark of 
adequacy is constantly raised, and customer loyalty remains 
independent of satisfactory performance.

•   Thus we describe our customer in digital markets as promiscu-
ous – highly demanding, unsentimental, and generally unwill-
ing to assign loyalty.

•   Customer Relationship Management is, while being an impor-
tant support activity, both a tautology and a strategic red her-
ring. While optimising the collection and application of cus-
tomer data is simple common sense for many businesses, in 
the absence of meaning, trust and subsequently value and 
commitment, CRM programs in fact attack loyalty.

NOTES

1      Note of course that lengthy downloads per se are not det-
rimental. It’s when the customer’s time is wasted with 
low value and/or inadequate relevance, that the damage is 
done.

2      That fi lm was, of course, Robocop. (Dating ourselves here, 
sadly …)
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‘… I wish you wouldn’t keep appearing and vanishing so suddenly: you 

make one quite giddy!’

‘All right’, said the Cat; and this time it vanished quite slowly, beginning 

with the end of the tail, and ending with the grin which remained some 

time after the rest of it had gone.

C H A P T E R  2

The Paradox of 
the Invisible Brand

IN THIS CHAPTER WE LOOK AT

•   the fundamental new brand issues that arise in digital mar-
kets;

•   the unprecedented immediacy and reality of the customer’s 
encounter with this invisible brand;

•   some past blind alleys deriving from serious misunderstand-
ings regarding the invisible brand; and

•   the new challenges that arise for brand and design manage-
ment.
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THE ‘THIRD WAVE’ OF THE BRAND ENCOUNTER

Things are happening to brands again …

Let’s look at a very simplifi ed history to set some context for our 
look at how brands are starting to behave in digital markets.

Brands began life as a means of distinguishing and attaching 
trust to a product. In this ‘First Wave’, the brand says to the cus-
tomer: ‘We’re OK, and you’re OK with us.’ With good luck and 
management, trust becomes preference and preference evolves 
into loyalty. The First Wave relationship is a functional one, with 
relatively prosaic aspects of the product like consistency, predict-
ability and safety to the fore.

Eventually, some brands began to detach from specifi c prod-
ucts, and became attached to dream lifestyles. The branded product 
or service in this Second Wave is in a way the customer’s ‘ticket to 
the dream’. This brand says: ‘We’re over here! Why not join us?’ 
This brand also says ‘We’re OK with you … as long as you have 
the right ticket.’

So in the Second Wave, product function moves to the back 
seat and the aspirations of the customer, peer infl uence and, in 
some instances, social position, come into play. It’s also been ar-
gued that this Second Wave brand goes some way towards fi lling 
the hole left by – at least in Western consumer society – the decline 
of organised religion and family values.

What does need to be noted for our current purpose is how 
– compared with the typically warm but hardly passionate tone 
of the First Wave – the Second Wave brand, by necessity, packs 
a hefty emotional charge. Rightly or wrongly, my bond with the 
dream lifestyle brands – sneakers or German cars or coffee bars 
– whose products I invest in (and that investment typically takes 
the form of far more than just money or time, by the way) is pow-
erful, emotive and very complex.
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WHAT DO YOU DO WHEN THE MEDIUM 
IS THE PRODUCT?

But in digital markets, the customer’s ‘Third Wave’ encounter 
with the brand is a very different one. If previous manifestations 
of brand have been attached to products, and subsequently to 
dream lifestyles, the digital brand is embedded in the user’s immersive 
experience. Logo or no logo, this Third Wave brand is invisible.

HE SAID … SHE SAID …
‘What exactly is a brand? It is a word that is so over-used that we 

rarely stop to consider what it actually means. The brand concept 

is complex, and different people defi ne brands in different ways. 

Some focus on the brand as trademark, such as David Aaker from 

the University of California, Berkeley, for whom it is: “A distinguish-

ing name and/or symbol (such as a logo, trademark or package de-

sign) intended to identify the goods or services of either one seller 

or a group of sellers, and to differentiate those goods or services 

from those of competitors.” Others, such as Jean-Noel Kapferer at 

the HEC School of Management in Paris, fi x on what it means to 

the consumer: “A brand is not a product. It is the product’s essence, 

its meaning, and its direction, and it defi nes its identity in time 

and space.” This is a view to a large extent supported by Stephen 

King from the J. Walter Thompson advertising agency: “A product is 

something made in a factory; a brand is something bought by a cus-

tomer. A product can be copied by a competitor; a brand is unique. 

A product can be quickly outdated; a brand is timeless.”

‘But a full defi nition of the brand surely encompasses both 

perspectives. It is a combination of a set of trademarks (brand 

name, logo, etc.) as well as consumers’ perceptions and expecta-

tions of products and services branded with these trademarks.’

Brand.new, ed. Jane Pavitt, V & A Publications, 2000
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THE MEDIUM AS (NO LONGER THE MESSAGE …) 
THE PRODUCT
Janet receives, via a commercial childcare site, a monthly update 

– with occasional extra bulletins – on food allergy issues. This is of 

particular interest to Janet and Brad since, as we mentioned previ-

ously, their son Rocky has a serious food allergy that can lead to 

possibly fatal anaphylactic shock. In other words, this is a matter 

of life and death.

Not that they rely solely on an email service to manage this in-

timidating responsibility in their lives – far from it – but the service 

is a valuable and personalised one. The association of the brand 

owner, say ‘KidZone.com’, with this service is highly positive, but 

any excessive branding, any over-proprietary handling of the com-

munication, severely compromises the perceived quality and cred-

ibility of the service. Yes, it’s trust and meaning again.

Christopher’s looking with William for a book by a respected 

New Zealand poet, Kelvin Allen, whose new work has taken their 

fancy. At the time of writing, Amazon will typically be their fi rst 

port of call, although there do exist plenty of smaller, niche on-line 

retailers who specialise in poetry.

Note that their experience, despite the 2D nature of the experi-

ence of a PC monitor, is very much an ‘immersive’ one, in the sense 

that they’re encountering – with the exception of course of the prod-

uct itself which will arrive later – every aspect of the Amazon service. 

In this sense their experience is far more akin to that of a service brand 

than a product brand: at every turn their encounter modifi es their im-

pressions of and feelings about the brand of Amazon. They’re touch-

ing sales, service, inventory, retail environment, advice, community 

(the other poetry fi ends have lots to say about Kelvin Allen’s work), 

fulfi lment, payment, relationship management and so on.

See how different this encounter is from an equivalent series 

of brand contacts in off-line environments?
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The medium that was once the message, once taken into digi-
tal markets is now the product … even the business itself.

‘In what sense should one consider 

a screen desktop less real than any 

other?… I feel no sense of unreality 

in my relationship to any of these ob-

jects … In the culture of simulation, if 

it works for you, it has all the reality it 

needs.’

Sherry Turkle in Life on the Screen1

From the same important work, here’s a nervous chat-room user 
describing her feelings about a fi rst face-to-face meeting with an 
on-line friend:

‘I didn’t exactly lie to him about anything specifi c, but I feel 

very different on-line. I am a lot more outgoing, less inhibited. I 

would say that I feel more like myself. But that’s a contradiction. 

I feel like more who I wish I was. I’m just hoping that face-to-face 

I can fi nd a way to spend some time being the on-line me.’

Does the word ‘virtual’ really mean anything any more? Can we 
continue to deny the startling immediacy of the digital encounter 
with the Invisible Brand?

A BRIEF ASIDE ON THE NATURE OF REALITY

The 17th-century English philosopher Bishop Berkeley argued 
(and indeed he has yet to be effectively challenged) that our appar-
ently direct, real-time encounter with the world is in fact impos-
sible to prove. Since we can only encounter ‘the world’ through 
our senses, and since those senses are both infi nitely unreliable and 
individual to each us, how can we prove the existence of anything 

KEY POINT
Let’s be very clear here. Getting 
behind that feeble word ‘virtual’, 
we see that the customer encounter 
with the brand on-line is actually 
closer, more direct and more real 
than any previously.
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outside the isolated dream of our own perceptions? And how can 
we claim in any sense to share that reality with each other?

We raise this to underpin our point. Despite their location 
in physical existence, in many ways the common manifestations 
of the First and Second Wave brands, as found in packaging, in 
point-of-sale material, in the hands of the perfect housewife on 
the TV etc., are encountered by the customer in a manner that is 
quite removed from ‘reality’.

Compare this corner-of-the-eye, twilight meeting with the 
analogue brand, with the immediate, real time, cause-and-effect 
impact of the digital experience.

If, as we saw above, life on the screen is no less real to the user 
than the encounter with physical reality, for how much longer can 

we hold onto the false notion that the 
digital encounter with the brand is any 
less real, any less important and impact-
ful, than the ‘analogue’ one?

We argue that, to the contrary, it is 
more so, not less.

INTRODUCING PURPOSES AND 
TASKS

This meeting with the brand (and small-
er, low-bandwidth touchpoints are no 
exception here: this is not immersion in 
the sense of VR – that most real but least 
meaningful of virtual experiences) is up-
close and personal. It is in fact driven 
by the purpose that has brought the cus-
tomer to the space, and the necessary 
tasks that derive from that purpose.

KEY POINT

The paradox of 
the Invisible Brand
In digital markets therefore, the 
customer’s encounter with the 
brand occurs in the most sterile and 
inhuman of environments, and typ-
ically lacks any meaningful emo-
tional charge.

Yet this is, at the same time, the 
most real encounter that any cus-
tomer has yet had with any brand 
and with any business: the environ-
ment for the encounter, the com-
munications, the service, the trans-
actions, the support … they all 
combine to surround the customer 
both immersively and intimately.
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AND BACK IN THE REAL WORLD…
Japan’s Men Date Hot, Sexy Bots 

by Michelle Delio

2:00 a.m. Nov. 28, 2000 PST

At least 30,000 Japanese men are happily practising their romantic 

skills by attempting to virtually woo and win a girlfriend via a mo-

bile phone matchmaking service.

Subscribers to the ‘Love By Mail’ service get to choose their 

girlfriend from a lineup of women that includes a bartender, a 

fl ight attendant, an offi ce worker and a teacher. Once they’ve made 

a selection, they can begin to date the woman via e-mail.

But Love By Mail participants don’t simply exchange giggly 

e-mails that rapidly escalate to more graphic love letters.

The men must carefully gauge their romantic moves. Those 

who promise too much or don’t move fast enough won’t impress 

their woman, and will get bitter e-mails in response. Likewise, 

those who attempt to talk about sports or offer excuses about need-

ing to work too often will also get the cold shoulder from their new 

love.

Successful seducers are rewarded by increasingly romantic 

e-mails from their sweetheart, in which she gradually reveals her 

‘most intimate secrets’.

But there is one catch – the women the men are corre-

sponding with are nothing more than pre-programmed computer 

scripts.

That doesn’t seem to bother Love By Mail’s intrepid sub-

scribers.

http://www.wired.com/news/print/0,1294,40369,00.html
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SO … WHAT DOES THE THIRD WAVE BRAND 
HAVE TO SAY?

This is why, while the customer may have some fl eeting posses-
sion of the First or Second Wave brand, in digital markets he or 
she owns the freehold! The promiscuous customer owns her own 
private day-to-day electronic experiences of your business, and the 
sum of these – up to and including today’s – is what the brand rep-
resents to her.

So, the Third Wave brand could be said to be the promiscu-
ous customer’s name for the sum of her encounters with your 
business in digital markets to date. This is an Invisible Brand.

Does this Invisible Brand have anything at all to say? Of 
course. But the only vocabulary that the promiscuous customer 
wants to hear – at least in the on-line environment – is the lan-
guage of meaning, trust and value. This brand has a lot to say. But 
get this: it speaks only when it’s spoken to.

THE EMPEROR’S INVISIBLE CLOTHES

Companies! No trespassing!

We talked just now about the emotional charge that hard-hitting, 
dream lifestyle, aspirational Second Wave brands typically seek to 
create. And in the early days of on-line corporate communications, 
the mistake of mixing up this Second Wave with the cold, demanding 
Third Wave environment was so common it was almost universal.

There was talk of ‘compelling content’, of irresistibly ‘sticky’ 
Web sites, of magnetic ‘communities of interest’, of ‘delighting the 
on-line customer’ and so on.

And let’s be clear – these environments did and still do exist, 
but sadly they’re ‘true’, (i.e., private, user-driven) communities of 
interest, where the intrusions of self-interested, profi t-driven cor-
porations are considered a hostile affront to the raison d’être of the 
entire space.
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I OWN MY BANK …
We mentioned earlier that the model of a service brand tends to 

bear the most fruit in the quest to understand how customers con-

nect with the Invisible Brand in digital markets. Let’s look at Chris-

topher’s recent contact cycle2 with his bank, which has recently re-

launched its on-line service as an Internet-based facility.

He’d been very happy with the PC-based service the bank 

had provided previously, and had taken considerable time to in-

stall, learn and regularly use the product, YourBucks 1.0. His over-

all experience with the bank, his receptiveness to the inevitable 

regular cross-selling attempts, and whatever meagre loyalty he felt 

towards the bank’s brand, were all reasonably robust.

A representative of the bank phoned him one evening and 

asked how happy he had been with YourBucks. He replied, yes, 

fi ne. Would he be willing to change over to their new Web-based 

service, WebWonga.com, launching in three months? Since he’d 

invested quite a bit of time in YourBucks, he said, well, probably 

not. At which point the representative sprung the cunning trap: he 

had no choice, because a further three months after the launch of 

WebWonga, YourBucks was to be discontinued.

A strange approach to a fairly valuable customer that left Chris-

topher feeling angry and compromised. From a point of some com-

fort, the bank’s brand had rapidly gone into the doghouse. He told 

a lot of friends about this nasty trick the bank had played (and by 

the way, this is based on a real experience in the UK), but eventually 

calmed down and signed up for the fi rst iteration of WebWonga.

The quality of the experience was initially well below that of 

YourBucks, which had felt very secure and predictable. In contrast, 

WebWonga felt far too ‘webby’: there seemed to be no end to the 

variety of problems he encountered in the early months, some of 

course not originating with the bank, but all contributing towards 

a general drop in trust in the brand.
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Bludgeoned by compelling, sticky content

Anyway, we rushed in on this buzz of on-line opportunity … and 
tried either to import the emotional charge of the Second Wave 
brand on-line in a wholesale fashion, or to invent entirely new 
sorts of powerful screen-based experience. The idea seemed to be 
to lock in the newly on-line customer (who perhaps at that time 
was a little less jaded and intolerant of such screen candy) with a 
hypnotic display of emotionally-charged, vaguely brand-linked 
content and function.

Of course, in gaming sites and other pure entertainment-
based environments, a whole other set of rules applies, and the 

To make matters a little worse, there was the steady stream of 

mailings from the bank asking him to sign up now for a year’s free 

use of WebWonga. Christopher felt that he shouldn’t be paying for 

the service at all, since the bank was clearly saving many millions 

with WebWonga, and the quality was still not great.

What’s happening here? Christopher’s making contact with 

the brand of his bank in various ways over time. Some encoun-

ters have been good, some not so good. At each point in the con-

tact cycle, his own ‘personal version’ of the bank’s brand rises and 

falls, ebbs and fl ows, strengthens and weakens, dependent entire-

ly upon the quality – largely the meaning and trust, in fact – of his 

most recent experience.

In digital markets, this brand can no longer be substantially 

massaged upwards. When the medium is the product, we stand or 

fall almost solely by the quality – or lack of it – in these mundane 

encounters. And that quality is almost entirely defi ned in terms of 

the support – or lack thereof – that is provided for customer pur-

poses and tasks.
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user mode is utterly different – playful, tolerant of (as long as 
it’s fun) interruption, and far less obsessively purpose-driven and 
task-focused.)

The sinking of the bloated Web site

Was this deep misplacement of value caused in part by the fact 
that so many early new media professionals came in from content 
– from entertainment or publishing? Or was this caused by the 
fact that many of these initiatives were creatively driven – if not 
always implemented – by the big advertising networks? Or is this 
just a particularly expensive example of the gap between ‘multi-
media’ and e-business?

We had an auto manufacturing site that went up to close to 
40,000 pages, we had another auto manufacturer taking the ‘com-
munity of interest’ idea so drastically far that they were practi-
cally advising customers on how to part their hair and which jeans 
to buy … We even had a leading bank with drug references on 
its homepage. We were way off-strategy, off-brand, off-voice, off-
mode … we were off the wall.

And soon enough, we had to pull our horns in and refocus 
on what communicating and doing business in digital markets re-
ally meant. The damage that was done to the marketing budget 
(where almost all this money came from, after all), with paltry or 
typically negative returns, woke us up.

Now, we’re thrown back again on the delivery of value as 
being what customers want, before and over and above any other 
contact that we may wish to have with them.

THE ONLY WAY IS DOWN?

Let’s ask this question boldly, and then step back and consider its 
consequences.
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In the dry, sterile environment that is the context for the cus-
tomer’s digital encounter with a business and its brands, just how 
can ‘off-task’ or ‘off-mode’ communications from the business 
add any meaningful value for the promiscuous customer?

The bulk of the value that the customer extracts in digital 
markets is divorced from any sentimental considerations and de-
rived from the uncluttered, rapid provision of relevant service. 
How then can a branded environment ever provide more than 
an adequate, ‘message-neutral’ space within which the customer 
and the value he or she seeks can do their dance?

We believe that marketing messages and other interruptive, 
off-mode activity must be walled off from the customer’s focused, 
task-driven attention. They will need to be catered for with a sepa-
rate set of customer permissions and behavioural protocols, and 
in many cases using different touchpoints. The only alternative 
we can see is that our promiscuous customers will tire of this in-
creasingly irrelevant harassment and desert the offending busi-
ness for less intrusive services.

SO WHAT DO THESE CHALLENGES MEAN 
FOR BRAND MANAGEMENT?

‘Bringing up’ the Invisible Brand

Out of sight, out of mind, out of control
In digital markets, brands also spend much of their existence out-
side the owner’s authority, within affi liates’ sites, search engines, 
directories and channel guides. Once peer distribution through e-
mail, fi le sharing, SMS, discussion groups or hate sites enters the 
picture, the owner loses almost all control. So brands require resil-
ient features that, as far as possible, let their principal characteris-
tics survive in out-of-control environments.

Customers carry their own perception of the brand around 
with them. This perception can be enhanced by appropriate brand 
behaviour and interactions and is instantly damaged by any poor 
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experience. And the effect is not isolated: just as positive experi-
ence can lead to peer recommendation, so bad experience can rap-
idly lead to negative messaging and active denigration.

So brand development may now be about ‘bringing up’ the 
brand – equipping it for life in the full spectrum of environments 
it will encounter, and minimising its potential for provoking an-
tagonism.

The brand as roaming ambassador
Like a tough, experienced and sleek diplomat, tomorrow’s Invisi-
ble Brand glides through the infi nitely complex, infi nitely change-
able, frequently hostile worlds in which it now lives.

The limitless range of challenges it will face makes any con-
sistency of appearance nothing less than a hazard – this brand is a 
chameleon. Yet its tone of voice must slice instantly and recogni-

HANDS OFF THE CUSTOMER PLEASE
Janet’s heard through word of mouth about a new test for food al-

lergies that will indicate with a high degree of reliability whether 

sufferers could benefi t from an important new treatment. This is 

not only directly relevant to her son Rocky’s condition, but is also 

of course a subject of major concern to the whole family.

Knowing that Janet is – for obvious reasons – a likely custom-

er for this new service, do we fi nd ways to intrude into her experi-

ence as she searches around the Web, using her known resources, 

search engines, and perhaps discussion groups to fi nd out more 

about the new test? Of course not. It’s worth noting that, where 

the customer’s purpose in digital markets is one of high personal 

concern, the intrusions of – quite conceivably appropriate – extra 

messages are about as welcome (and ultimately as benefi cial to the 

business) as a cheerleader at a funeral.
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sably through cultural and linguistic barriers – as well as the end-
less and rising cacophony of its competitors.

Wherever it fi nds itself, the Invisible Brand must negotiate 
new value for its masters by recognising – with lightning speed 
– the natures, needs and wants of the customers and prospects it 
meets, and delivering value through meeting mode with mean-
ing, trust, and value.

AND HOW ABOUT DESIGN MANAGEMENT?

Through the looking glass

At the time of writing, one need only spend a few months as a reg-
ular Amazon customer3 or AvantGo user to know without ques-
tion that the hand of great design is at work in the creation of 
today’s most trusted on-line environments.

Design remains the only discipline that can take ownership 
of the creation of the environments where user needs and busi-
ness services meet with optimum relevance and value for both 
sides.

Can design accept that, alongside its more dramatic creative 
breakthroughs, it also has a humbler yet absolutely central role 
to play in managing those tiny, critical encounters with invisible 
brands that, if we’re lucky, support some kind of trust and foster 
some kind of loyalty?

TO SUMMARISE

•   A completely new paradigm for the analysis and manage-
ment of brands is required for digital markets (irrespective of 
a brand’s off-line heritage).

•   When customers encounter brands in this cold environment,  
the meeting is paradoxically both highly direct and impactfu-
land devoid of any substantial emotional component.
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•   The nature of the encounter wrests ownership of the Invisible 
Brand away from the owner and assigns it to the customer, 
whose most prosaic and elementary experiences of service and 
relevance are the primary drives of perceived value.

•   Historically, traditional marketing’s failure to grasp the pro-
found shift in brand management and communication issues 
has caused a value-eroding over-focus on content and sticki-
ness, where the customer’s real expectations of service and 
value have been studiously ignored in the pursuit of old-style 
share of time and mind share.

•   Both design and brand management urgently need to recon-
sider their roles and priorities in their approach to the Invis-
ible Brand: in particular a concentration upon process is de-
manded. At the same time, they need to accept that brands in 
digital markets are intrinsically out of control, and that there-
fore a new ‘hands-off’ philosophy of brand management is in 
order.

NOTES

1      Sherry Turkle, Life on the Screen, New York, Simon and Schus-
ter 1997.

2      By ‘contact cycle’ we mean the series of signifi cant events 
that make up the history of a customer’s relationship with a 
brand.

3      Note, by the way, that no less than 70% of Amazon’s total IT 
budget is spent on supply chain and other service infrastruc-
ture, only 30% on their world-class Web site.
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‘The rule is, jam tomorrow and jam yesterday, but never jam today.’

C H A P T E R  3

What’s Wrong with the 
Internet?

IN THIS CHAPTER WE LOOK AT

•   techniques for describing business models in today’s ‘Com-
moditised Internet’;

•   the enormous challenges facing most businesses in that envi-
ronment, in particular the stripping of value, and the resulting 
elusiveness of sustainable business and revenue models; and

•   the corresponding frustrations facing customers, including the 
fragmentation of their typical experience, the alienation of in-
formation from customer task, the negative effect of multiple 
devices, and the overall paucity of value.
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A MUCH TOUGHER GAME ALL ROUND

We’ve looked already at the customer experience in digital mar-
kets at the turn of the century, and at some of the things that are 
taking brands and brand owners by surprise. Let’s turn now to 
businesses themselves, and the problems they face, in what we 
call the Commoditised Internet.

At the time of writing, summer 2001, any business trading 
profi tably and with shareholder confi dence in digital markets is 
very big news. Even the darlings of the stock markets – notably 
the hitherto robust Yahoo! and even core technology suppliers 
like Cisco – are suffering. Allowing for the backlash to the tulip 
fever that peaked in early 2000 before the rapid drop in dot-com 
share prices, clearly the way forward to value for digital business 
is far from clear.

The pulling in of horns among previously free-spending 
and confi dent media and content owners such as Disney and 
News Corporation signals that maybe content isn’t king1 after all. 
There’s a corresponding contraction on the supply side, as the 
pure digital agencies tighten their belts and traditional market-
ing fi rms and advertising networks (correctly) question their fu-
ture roles. The happy memory of the absurd dot-com spend-fest 
recedes and the interruptive communications model gets leakier 
all the time.

So what has crushed that buoyant optimism? What’s wrong, 
if you like, with the Internet?

SEARCHING FOR VALUE

How we analyse digital markets

Let’s start by distinguishing the main types of Internet business 
from each other. We use a simple approach to differentiate ‘busi-
ness models’ in digital markets. Perhaps surprisingly, the  majority 

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS

46

03_PC_ch3.indd 09/14/01, 3:28 PM46



of the much-discussed new business models can be characterised 
as one or other combination of a few relatively simple features. 
The model under scrutiny is mapped in three dimensions across 
the following axes.

The primary offer – what’s in it for the customer?
The fi rst question we ask, unsurprisingly, is ‘what is the service 
offering to its customers?’ In other words the business proposition. 
For the purpose of analysis we look at the nature of the product 
in terms both of its form, tangible or intangible, and its proper-
ties, product or service. From this we derive a spectrum of types 
ranging from the provision of information and navigation servic-
es only (e.g., news, search engines), through entertainment and 
intangible products (e.g., software and fi nancial services) to tan-
gible products, or hard goods (e.g., books, PCs and so on).

This axis is summarised in Fig. 3.1. The diagram also illus-
trates another simple, but signifi cant, truth about the implied cus-
tomer relationship: products to the left are essentially ephemeral 
services like news and entertainment whose consumption is si-
multaneous with their use, those to the right imply a longer-term 
contact with both product and, potentially, supplier.

The business driver – the core business model
The second axis examines the key success factor, what the operator 
must achieve if it is to generate revenue from the enterprise. For ex-
ample, if the service is to be supported by advertising, its primary 
key to success will lie in the sheer number of viewers it can attract. 

Primary offer

Information /
services

Entertainment Intangible
products

Tangible
products

Short Intrinsic length of association Long

Fig. 3.1 Categorising the spectrum of products provided by a digital service.
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Similarly a service taking a small margin from sales will be driven 
to extend the product range to maximise the potential volume of 
sales. Thus we characterise businesses on this axis using a simple 
classifi cation – audience aggregation (e.g. portals), product aggre-
gation (e.g. retailers of full or multiple product ranges) and niche 
marketing (e.g. own product vendors, specialists).

Figure 3.2 below illustrates this axis and highlights another 
commonly used distinction that reveals a general, though not 
invariable, characteristic of these services. Services on the left, 
such as search engines, news summaries and product reviews that 
steer the customer somewhere else for the complete product, are 
often referred to as ‘navigators’, those on the right, where the ful-
fi lment is provided, as ‘destination sites’.

The economic buyer – who pays?
The fi nal dimension concerns the real source of revenue for the ser-
vice. Obviously the service can be paid for by either the customer 
(a typical e-commerce model), or the vendor (either for marketing 
and support for off-line sales or through commission to a reseller 
as in auctions). Alternatively it may be supported by a third party 
(e.g. advertiser-supported services). Once again this is captured 
in Fig. 3.3 which also draws attention to the intrinsic degree of 
customer wariness, one simple indication of how hard the service 
must work to earn the user’s trust.

Business driver

Audience
aggregators

Product
aggregators

Niche
marketers

Navigators Destination sites

Fig. 3.2 The business driver axis describes the key success factor for the service.
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These three dimensions allow us to model what we have 
come to call the ‘Commoditised Internet’ in the form of our own 
‘Revenue Cube’ as shown in Fig. 3.4.

Using the Revenue Cube

Most of the prevalent core current business models can be easily 
and instructively represented within the Revenue Cube, includ-
ing e-tailers, niche marketers, auctions and exchanges, portals 
(‘true’, paid or otherwise2), and of course marketing sites.

Economic buyer

Third party pays Vendor pays Customer pays

Low Customer wariness High

Fig. 3.3 The third axis concerns who is paying for the service.

Fig. 3.4 The Revenue Cube: putting the three axes together allows us to build a 
three-dimensional model of the Commoditised Internet.
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Today’s familiar players are also easily mapped into the Cube. 
Figure 3.6 shows some examples (bear in mind that in such a three-di-
mensional representation relative size is disguised by perspective).

Fig. 3.6 Examples of familiar Commoditised Internet business types in the Revenue Cube.

Fig. 3.5 Modelling the prevalent core business models on the Commoditised Internet 
into the Revenue Cube.

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS

50

03_PC_ch3.indd 09/14/01, 3:28 PM50



Many of these players are currently operating more than one 
business model and therefore, were their full service mapped, 
they would appear in multiple locations within the cube.

THE PITFALLS OF SIMPLE BUSINESS MODELS

The Revenue Cube is able to map such a wide variety of current 
digital business propositions because it shares with so many of 
them a concern only with the products and the mechanics of the 
transaction. Nowhere, in most formulations of such a business 
model, is the customer’s experience refl ected. His or her larger 
objectives when accessing a service are often only perfunctorily 
considered.

We contend that this is so – despite constant, brave talk about 
designing the system around users – because almost all digital 
services are predicated on maximising the return to the business 
from the sales of what are, essentially, commodity products and 
services, or from advertising sales. This is what we call a ‘gap-
based’ approach, providing offerings that meet a simple need and 
that do not to demand close attention either to the customer’s 
value chain or even to the context in which the need arises.

This state of affairs has arisen in part from misunderstanding 
of the value opportunity for customers, and in part from attempts 
to import off-line marketing techniques and tools into an environ-
ment where they have proved largely inappropriate. There are, of 
course, many exceptions to such a broad generalisation; however 
in this chapter we will fi rst explore the shortcomings of business-
model thinking that is based on maximising the return on invest-
ment from simple sales.
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TOUGH TIMES FOR BUSINESS ON THE 
COMMODITISED INTERNET

The reverse Midas touch

To explore our concept of the Commoditised Internet in greater 
depth, we’ll look at three of the most common revenue models 
in today’s digital markets. These we can call respectively ‘share 
of product market’, ‘share of customer spend’ and ‘share of cus-

tomer time’ (aka the advertising model). 
Note that there are already some well-
known success stories across each of 
these models. However, with the excep-
tion of a small number of skilled and for-
tunate niche players, the scale of opera-
tions of the success stories – the Yahoo!s 
and Amazons – has been enormous, al-
most impossibly so.

The dangerous allure of product markets
Businesses seeking a substantial share of product market (at fi rst 
sight perhaps a desirable stance, not least because the view of the 
Internet as ‘just another channel’ is an appealing one) are ham-
pered by the price and service transparencies of this near-perfect 
market. They tend to occupy the corner of the Revenue Cube il-
lustrated in Fig. 3.7.

Some well-known success stories began here: this is where 
Amazon and Dell started out. Both however have extended the 
model. Amazon through its expansion into music, games, soft-
ware and gifts is seeking to leverage its initial success into a stake 
in our next model, share of customer spend (see below), and Dell 
is arguably aiming to use the sale of computer peripherals to the 
same end.

Applying Michael Porter’s3 generic competitive strategies to 
explore the effects of major Internet drivers on product markets, 

KEY POINT
The Internet changes everything, 
they say. Yes. It commoditises ev-
erything it touches, with a reverse 
Midas touch that strips not only 
cost, but also value, from almost 
every process.
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we can see how three of the four potential approaches hold little 
promise in digital markets.

Cost advantage

Cost leadership, where establishing the lowest possible costs of op-
eration confers competitive advantage, is forced on product mar-
keters whose Internet objectives lie in geographic and socio-demo-
graphic reach, pursuit of incremental sales and product market 
control. Since price transparency creates the requirement to match 
or better the lowest offer, decreasing margins are available, with the 
result that enormous scale of operation is required to reach a point 
of comfort. This is a refuge that is still continually under threat from 
the very transparency that it seeks to benefi t from.

Many of the now defunct dot-com start-ups either aimed at 
this model (believing that the absence of physical stores automati-
cally conferred cost advantages) or, discovering the  consequences 

Fig. 3.7 Using the Revenue Cube to identify product market business models.
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of reduced geographical barriers, found themselves there any-
way.

Not that this is out of reach to all players but, by defi nition, 
the competitive risks to those seeking market control are high and 
do not much diminish with the achievement of apparent success 
or over time. And the scale required to reach a broad target mar-
ket means that a valuable and sustainable space in the market can 
be occupied profi tably by very few participants. Thus the (now 
highly questionable) claim, that being fi rst to market is critical to 
achieving success with these business models.

Does a narrower target market help?
Unfortunately, even where the offer is targeted on a sector of the 
market rather than the broad mass, many of the same problems 
arise. The reduction of geographical barriers increases competi-
tion in all sectors, once again decreasing the available margin and 
increasing the required scale wherever cost becomes the primary 
focus.

The pursuit of operational efficiency
Cost advantages are also sought via digital channels through an-
other and more widely embraced approach: the application of In-
ternet technology to the incremental cost reduction of basic op-
erational activities. Many business-to-business applications of the 
Internet focus in this area, often directed at the supply chain or at 
redrawing company boundaries, especially through new ways to 
outsource functions. However, the changes are as likely to take the 
form of proprietary internal process development or redevelop-
ment as to involve participation in public markets.

This, the e-business approach, which may have no discern-
ible impact on the customer interface, is in fact no longer a strate-
gic choice: it is a necessity for most businesses. Like the majority 
of generic improvements to operational effi ciency, the option is 
open to all, and failure to pursue it results in progressive erosion 
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of competitive position. But, like all such improvements, it rap-
idly reaches the point of diminishing returns4 (though these limits 
are not yet reached in many industries and the transformation has 
some way to run).

In many ways the most successful cost advantage gains 
achieved through business effi ciency strategies – those that have 
impacted the customer experience the most – are the demand-
management practices operated by, or as an outlet for, many busi-
nesses with high fl uctuating demand or perishable products or 
services. Thus, trading in reduced-price airline tickets or holidays 
has appeal to both the bargain-seeking customer and the business 
that is trying to manage its inventory. But note that, however suc-
cessful these services can be, they are seldom central to the busi-
ness proposition of the originating companies concerned.

Differentiation advantage

Differentiation, where either a demonstrably superior offer, or a 
stronger brand (or, of course, ideally a combination of both) con-
fers high perceived value on the product, in turn enabling a higher 
price, is savagely attacked by the transparency of digital markets. 
One could argue that to expect this strategy to work effectively in 
what is – by necessity – a commodity and commoditising environ-
ment is simply not good sense. When a buyer can not only shop 
around with relative ease for the best fi xed or demand-managed 
prices (using product-aggregation services such as MySimon), 
but also participate in one of the many on-line auctions, reverse 
auctions or demand-aggregation sites (such as Letsbuyit.com), 
the very value that underpins the strategy is slashed. The custom-
er is continually refocused on price as the primary consideration, 
and the paucity of links with the context for use, or support for 
the larger purpose with which the purchase is associated, under-
mines the opportunity to emphasise value-adding features.
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Perhaps more subtly, and certainly in the case of, for exam-
ple, luxury consumer goods, a sizeable portion of the value as-
sociated by the consumer with the product is the elegance and 
personal touch embodied in the purchasing process itself. This we 
see enshrined on New Bond Street, Madison Avenue and Rodeo 
Drive. The small numbers of consumers who can afford these 
products have little incentive to spend their money in such a cold, 
service-light, commodity environment. (To prove the point, there 
have been some high-profi le casualties in this area, most notably 
Boo.com.)

More importantly in terms of this discussion, the same trans-
parency can seriously erode the essential cachet and standing of a 
Gucci, a Prada or a Zegna. These are not brands of the people!

Focused differentiation

Finally, focused differentiation, where a targeted offer is precisely 
tailored for a section of the market rather than the whole, puts 
customer knowledge and specialisation at the core of the proposi-
tion, bringing us much closer to the value we seek on-line.

Note immediately how our touchstones of meaning and 
trust are far happier when the information that is on offer is pro-
vided within a context that is focused, credible and clearly com-
mitted to the service of a distinct customer need. This is a market 
that expects to pay some premium for having its needs met more 
precisely than commodity or mass-marketed brands are likely to 
achieve, and that brings existing knowledge and understanding, 
generally creating a meaningful context for the offer.

(Note also though that mass customisation – where a range of 
product options supposedly caters for the different needs of different 
markets – fails to realise these outcomes. Being focused narrowly on 
a product and failing to address the critical issue of the customer’s 
broader purpose (the focus of our next chapter) mass customisation 
rapidly returns us to a cost competitive environment.)
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That proviso aside, as we move on from the current problems 
to examining potential solutions, we’ll fi nd that the focus model 
contains many elements of what we perceive to be the successful 
digital strategies of the future and that it plays an important role 
in returning value to more broadly differentiated products.

The crisis of loyalty
We talked in a previous chapter about the crisis of loyalty, how the 
promiscuous customer is devoid of the sentimental attachments 
that the misguided marketer seeks in digital markets.

This does not bode well at all for our second model, share of cus-
tomer spend. As with share of product market, the initial allure and 
the apparent simplicity of the model are beguiling. Share of spend 
in the digital domain is likely to be engineered by way of migration 
from a position of strength in a product market, across to contigu-
ous product and service categories, leveraging established customer 
trust and loyalty along the way. This has been a popular approach 
with fi nancial service companies going on-line, appearing to mir-
ror their standard direct marketing efforts. Most retailers have also 
instinctively adopted it. It’s in many respects a classic 1:1 play, with 
the other key element being the much-discussed and perhaps over-
rated ‘brand permission’, that theoretically enables the shift across 
to new product or service types. Business models on the World Wide 
Web that aim to achieve share of customer spend occupy the sectors 
of the Revenue Cube illustrated in Fig. 3.8.

But without a meaningful and trustworthy service context, 
within which these extended e-commerce offerings can achieve rel-
evant connections with customer purpose and the tasks in hand, 
the attempt to extend and cluster such category offerings under a 
CRM umbrella stands a high chance of failure. In an environment 
where brand and the convenience of proximity as vehicles for prod-
uct selection lack the teeth they have enjoyed off-line, and where 
both meaning and trust are likely to be, if anything, eroded by hasty 
attempts to stretch them across into new markets, a share of cus-
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tomer spend model surely carries unreasonable risk. And, as with 
the share of product market approach, it is hard to fi ght the generic 
focus on price; with the inevitable consequence that while loss lead-
ers and fl agship products may get bought, the cross-selling of more 
profi table lines has to surmount even higher hurdles than usual.

Sorry, no time…
Exploiting customer time (or, if you like, the customer eyeball) 
through the adoption of the advertising model,5 as has been done 
with some success by both large and smaller specialised portals 
(from Yahoo! to UKPlus), is an option that will certainly retain 
some credibility in tomorrow’s digital markets, although seldom 
in isolation. We believe that those who succeed with this approach 
will be businesses who venture beyond the customer aggregation 
model, to make available valuable tools and services, especially 
tools for networking with other users, and for the restructuring of 
generic tasks, such as shared diary management and fi le storage. 

Fig. 3.8 The sectors of the Revenue Cube occupied by businesses seeking share of 
customer spend.
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Increasingly, even within the largest of these concerns, the require-
ment is to segment the audience and provide focused information 
and service offers, as they seek to sustain value for the customer.

Those businesses that seek to stretch the advertising model be-
yond its natural home in audience (and to a lesser degree product) 
aggregation will continue to be less successful. Attempts have been 
made to stretch the model to provide at least some revenue contribu-
tion across wide swathes of the Revenue Cube (as Fig. 3.9 shows), 
often with little benefi t to the bottom line, as niche content owners 
have discovered. (Indeed in the rush to get a piece of the ‘portal pie’, 
even small retail sites tried to benefi t from selling advertising space, 
and many tried to reverse the process, letting others do the actual sell-
ing while they charged for space and took a cut. The list of dot-com 
disasters is littered with hybrid models, which sought to combine 
some advertising revenue with a small margin on incidental product 
sales made as a result of click-through to a transaction site.)

Fig. 3.9 Sectors of the Revenue Cube that business models based on share of 
customer time have sought to occupy.
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Whatever their other objectives, businesses grounded in this 
model will need to accept that severely fl awed concepts such 
as ‘stickiness’, where valuable busy customers (who apparently 
have nothing better to do!) are persuaded to loiter in the space 
soaking up targeted brand messages, simply erode meaning, 
trust, value and ultimately loyalty.

This is really ‘old-marketing think’, whose applicability out-
side digital markets may rest intact – albeit reduced in scale – but 
whose adoption inside them is fatal. Our valuable customers have 
very little time to spare, and that time is increasingly perceived by 
them as precious, and also as under threat from businesses and 
their willing participation in – and indeed promotion of – the be-
wildering information explosion.

Another serious blow to the advertiser model has yet to re-
veal itself fully. This is the coming rapid contraction (following 
the current explosion in channel and device availability) in oppor-
tunities for brand encounter in digital markets, as an increasing 
range and number of important service functions become auto-
mated. This, as we will be exploring in later chapters, is becoming 
a primary driver of future value provision to the customer and, 
as complexity grows, a critical necessity if digital markets are to 
usefully extend their function.

TRENDS IN BUSINESS-TO-BUSINESS (B2B) MARKETS

To concentrate on differentiating the business-to-business from 
consumer markets in the digital environment will not cast a great 
deal of additional light on our discussion. However, it is worth 
pointing out that the two markets have developed along parallel 
tracks and perhaps it is no surprise that they have had to learn 
similar lessons, albeit in a very different order. In many ways the 
business marketplace has had to learn faster. From the perspec-
tive of our discussion, several interesting developments in these 
business markets offer clear pointers as to the problems encoun-
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tered, and the more successful responses point the way in which 
digital businesses must move if they are to be successful.

The erosion of margins by the exchange model …

The fi rst of these lessons has been the rapid discovery that merely 
providing effi cient exchanges that reduce transaction costs, like 
Bizbuyer.com, is not in itself an adequate incentive for participation. 
A corollary of this is the tendency for such models to disadvantage 
the supplier side, generating further barriers to participation and 
thus making the achievement of critical mass and liquidity – and 
with them profi tability – harder. This is signifi cant in that it illus-
trates one logical end-point for consumer markets too: if supplier 
margins are eroded too far, no suppliers will want to participate.

… and also by the emergence of peer-to-peer trading

A related outcome has been that, as competition between ex-
changes pushes the available fee for their use down, the achieve-
ment of profi tability based on a margin of the transaction alone is 
becoming close to impossible. Moreover, as many ventures are re-
alising, peer-to-peer capability allows businesses to perform sim-
ple volume- and price-based transactions without need of the ser-
vices of an exchange. There is a business in assisting companies 
to do this, but it is a very different one from the operation of an ex-
change. As we shall see, it is increasingly the case that customers 
can perform these transactions too: marketplaces per se become re-
dundant when the buyer can simplify the process, and in all prob-
ability save money, by going direct.

Public exchanges go private …

Further major lessons for business markets have been that rela-
tionships are central, the selection of goods that are suffi ciently 
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 commoditised to be traded between anonymous parties is very 
limited, and trust is critical. Consequently, the major corporates, 
who would contribute most liquidity to public exchanges, have 
tended to form Virtual Private Networks instead, where approved 
partners and suppliers can collaborate more closely and openly 
than in public services. Public business-to-business exchanges 
have thus found themselves forced to radically change their own 
models, providing extensive collaborative features to ensure con-
tinued custom.

… and collaboration services come to the fore

The last relevant lesson lies in the discovery that it is in the provision 
of supporting services to enable collaborative relationships, control 
of quality and the reduction of risk, that much of the real value to 
participants is to be found. Biztro.com for instance provides back-
offi ce support, including human resource management applica-
tions, for small business as well as helping with their procurement 
needs. Thus support for collaborative product development, mar-
ket specifi c expertise and brokerage services become critically im-
portant on the one hand, and provision for forward-buying, hedg-
ing and options on the other. Indeed some of the most outstanding 
successes in business-to-business markets have been achieved in 
the market for collaborative services, such as co-development, and 
remote project management tools, like ProjectPlace.com.

Again this echoes consumer markets in which, as we have 
indicated above, the most promising way forward seems to lie in 
providing facilities within a context that is focused, credible and 
clearly committed to the service of a distinct customer need.

As a fi nal sting in the tail, it is worth mentioning that, having 
grasped the real importance of content, business-to-business mar-
kets have had to learn rather more quickly than consumer ones 
that it is not merely volume but relevance, adequacy and trust-
worthiness that matters to users.
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THE CONSISTENT FRUSTRATION OF CUSTOMER 
PURPOSE

With the obvious exceptions of their engagement with certain en-
tertainment-based models (and also excluding those few remain-
ing customers whose pure fascination with the medium leads 
them to spend huge amounts of time on-screen …) valuable 
customers in digital markets are pri-
marily focused upon solving problems, 
and thus upon fi nding simple, effective, 
trustworthy resources that conveniently 
and unobtrusively support the unique 
and personal purposes that emerge from 
those needs. Recent research tends to 
bear this out: as Fig. 3.10 shows, cus-
tomers arrive primarily with a specifi c 
task, often an information-based one, in 
mind.

KEY POINT
Customers, in other words, mainly 
turn to digital markets to perform 
sequences of tasks. They will assign 
trust, loyalty and ultimately the re-
wards of success to those environ-
ments that meaningfully support 
these tasks, across the widest range 
of their potential needs within the 
overall area of interest.

Sending / receiving e-mail Seeking information on hobbies

Seeking information on producs or services Buying products or services

Accessing financial services Other

68%

74%

52%

26%

14%

16%

Fig. 3.10 Reasons given for accessing the Internet in the UK, 2000.6
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‘Silo Syndrome’ – the core of the customer’s problem

Holding in mind this focus on purpose and task, from the cus-
tomer point of view the most severe obstruction to value in digital 
markets is the chronic fragmentation of service offerings across 
not only their own purpose, but also across business and revenue 
models and channels and devices.

‘Information wants to be free’… and by golly it’s made it!
One of the more ironic digital success stories is that information – 
the very raw material of digital value – is largely free on the Com-
moditised Internet.

The original promise of hypertext conjured up an academic’s 
dream, the vision of an infi nite global library. But in the real mar-
ketplace, customers are drowning. Information is – at least from 
a commercial point of view – currently worse than worthless: the 
typical experience of researching even the most simple subject or 
requirement on-line is a highly dissociative one, leaving the cus-
tomer feeling at the same time over-informed and full of doubt.

What’s happening here?
Go back again to our focused customer.

We see immediately that all this in-
formation often has less than zero value 
because it is, almost without exception, 
available in a manner that is entirely di-
vorced from the all-important context of 
the customer’s purpose and task.

The outcome has been that only 
fi ve or six Web sites currently support the majority of customer’s 
information access habits. Customers, it seems, would rather 
struggle through the mass of generic information on a portal and 
the complexities of, at least partly, personalising it than perform 
the work of investigating (and establish the credibility of) a wider 
range of services that may be more tailored to their needs.

KEY POINT
Information in this sense creates 
work for the customer. Problems 
are not solved; they are in fact en-
larged, increased by information.
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Other than the giant portals, those few content businesses 
that are currently profi table in digital markets are – exclusively, as 
far as we know – those that are able to incorporate their informa-
tion into the purposes and tasks of a valuable customer set. They 
are integrated into the key working processes of the customer, 
providing a key service with a very high ‘time value’.7

The crowded landscape of new devices
At the time of writing, a week rarely passes without the launch 
of a new access device. If you’re reading this book you’ll need no 
reminder of this! But there are some questionable assumptions 
about access that need rigorous challenging.

What happens to the experience of the focused customer 
when tasks become spread across a series of non-contiguous en-
vironments? We might initially argue that the proliferation of 
devices increases customer control, while at the same time in-

AND BACK IN THE REAL WORLD …
A November 2000 report by high-tech consultants Strategy Ana-

lytics observed that, by the end of that year, 52 million US homes, 

or 50 percent of the total, would have an Internet PC, and 6.3 mil-

lion (six percent) would own one or more online appliances (in-

teractive TVs, online games consoles, or Web terminals). In con-

trast, even by 2005, barely half of the online terminals in European 

homes will be PCs. In fact, currently only 39.8 million European 

homes – 26 percent of the total – own an Internet PC. However, 

21.5 million of the total (or 14 percent) own an online appliance. In 

fact, the leading online appliance market is the UK, with 30 percent 

household penetration, followed by France (16 percent) and Spain 

(15 percent).

Strategy Analytics, ‘Windows on the Web: The Market for In-

ternet and Online Appliances’, 2000.
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creasing value-adding opportunities for business. So what’s the 
problem?

Well, it’s simple. Once the fascination with today’s plethora 
of widgetry wears off (and let’s not pretend that this isn’t exactly 
what happens) and customers start to look for real day-to-day 
value in the applications they use, the experience of jumping 
across different channels and devices in order to perform basic 
sets of tasks changes from a jolly experiment to a fragmented in-
convenience.

Silos of activity, with little continuity between them across 
the purpose and the ‘task set’8 actually prohibit value and trust-
building contact – and what’s more, no meaningful customer con-
tact cycle can be established and maintained. In other words, no-
body wins.

‘Island-hopping’ between business models
The traditional model of attraction in the Commoditised Internet 
assumed that we would guide the customer through an ev-
er-more-focused experience, beginning possibly with a search, 

AND BACK IN THE REAL WORLD…
According to a November 2000 study by the Boston Consulting 

Group, one in four owners of mobile devices stops using m-com-

merce applications after the fi rst few attempts. However, most 

people surveyed expected these services to play an important role 

in their future daily lives.

82 percent of current and potential users think that the mo-

bile device will become their personal travel assistant within the 

next three years, and 61 percent expect these devices to become 

universal payment tools.

Mobile Commerce: Winning the On-Air Customer, Boston Con-

sulting Group, November 2000.
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thence into a specialised content environment and thence, through 
perhaps an expert system supporting product and service specifi -
cation, towards a purchase.

But this assumes that the paradigm matches typical custom-
er purposes and tasks. And as is so often the case, the model has 
largely been defi ned by the limitations of what it has been techni-
cally possible to achieve in linking sequential or, harder still, dis-
continuous tasks.

On one hand, the main problem faced by potentially valu-
able niche offers is that they are unable to occupy in isolation 
a convincing spread of the task set that refl ects customer mode 
and purpose. They rely considerably upon the context provided 
by broader offerings (for example, portals and vortals) through 
which they can with luck achieve a certain degree of customer rel-
evance. But if, as we’ll see below, those larger contexts are unable 
to fi t comfortably with customer purpose and task, the chances for 
the niche player to be in ‘the right place at the right time’ to create 
optimal and timely value for the customer and achieve a sale are 
severely diminished.

Portals, at the other extreme (and most of what are called 
‘vortals’), have the reverse problem. They represent a glut of infor-
mation and are therefore typically unable to create value by link-
ing easily in with specifi c customer purpose. Being paradoxically 
both information-friendly and customer-hostile, they create hard 
work for the customer, which is only indirectly and with effort 
supportive of the execution of the task set in hand.

So our customer is, if you like, reduced to a kind of weari-
some ‘island-hopping’ across a sea of largely useless information, 
between tiny islands of value. Or, to get back onto dry land, a little 
like being compelled to walk to work in a never-ending game of 
hopscotch!
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WHERE WILL THE VALUE COME FROM?

So in the context of the Commoditised Internet, it’s tough for more 
than a small number of businesses to sustainably create either cus-
tomer value or shareholder returns in digital markets.

Margins, loyalty and customer time are under an increasing 
squeeze, while simultaneously the customer experience is typi-
cally fragmented, dissonant, and despite an apparently endless 
fl ood of technical innovation, very light on meaning, trust and 
value. Customer needs, and the vast majority of current offerings 
in today’s digital markets, simply don’t seem to speak the same 
language.

TO SUMMARISE

•   The Commoditised Internet offers little comfort for both busi-
ness and its customer: customers seek support for their pur-
poses and tasks in vain, and the nature of the environment 
erodes all sources of sustainable competitive advantage for 
business.

•   This has been refl ected by recent dramatic contractions on both 
the demand and supply sides of the digital business.

•   Value for both sides is now clearly to be sought in new models 
of service and trade.

NOTES

1      An issue we explore more deeply in Chapter 5,  ‘Meaning, 
Trust and Value’.

2      Many of what are dubbed portals, are in fact – in varied degrees 
of comprehensiveness and credibility – destinations that are 
typically funded by a product or service supplier  attempting 
to offer ‘compelling content’ as a loyalty- generation device. 
We call these ‘portal emulators’.
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3      Michael E. Porter, Competitive Advantage,  Free Press, New 
York, 1985.

4      Gary Hamel, Leading the Revolution, Harvard Business School 
Press, 2000.

5      As explored in detail in Chapter 5, ‘Meaning, Trust and 
Value’.

6      Thebuzz@netprofi t, Issue 10, Net Profi t Publications.
7      ‘Time value’ here means the value of information in the con-

text of its enabling a rapid reaction to, typically, opportunity 
or risk.

8      A sequence of tasks demanded by the customer’s purposive 
activity.
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‘Take care of the sense and the sounds will take care of themselves.’

C H A P T E R  4

Modes, Purposes and Tasks

IN THIS CHAPTER WE LOOK AT

•   customer experience and expectation in digital markets in 
greater depth;

•   the problem of interruptive marketing techniques;
•   the paradox of mode, a critical insight into customer needs and 

the delivery of value;
•   the concept of customer mode, and its three components;
•   customer purposes and types of task; and
•   the cycle of customer engagement from mode through to inte-

gration.
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THE PARADOX OF CUSTOMER MODE

A profoundly intimate, wholly impersonal encounter

The customer encounter with the business in digital markets is, 
as we’ve said, uniquely intimate. Yet at the very same time it’s ice 
cold and impersonal! We make a promise for our product or ser-

vice and the customer in digital markets 
will hold us to it more tenaciously and 
to-the-letter than the most obsessive off-
line customer ever would.

When we get this wrong, the inti-
macy of the encounter makes itself felt 
(just as when we have a rude or unhelp-
ful encounter in a shop), and the promis-
cuous customer turns on the business. 

We’ve wasted her time, betrayed her precious trust, or possibly 
just confused her a little with a bewildering interface.

At the same time, the neutrality of the environment – you 
might even call it a kind of ‘amorality’ – enables her to calmly as-
sassinate our brand without the slightest concern, before turning 
away. (Notice how much less likely it would be for this to happen 
so rapidly in a physical, personal encounter with the business, 
where social rules, manners and custom would tend to preclude 
this type of extreme, terminal reaction.)

What customers don’t want
Why is that? Don’t these people know the meaning of the word 
patience? Can’t they see how much better the digital service is, 
even with the odd glitch, compared with the old one?

We think the answer here is generally yes, they do and they 
can. But the truth is that – perhaps alarmingly – in digital mar-
kets, the promiscuous customer generally doesn’t really care that 
much. The emotional buffers, and also the low service expecta-

KEY POINT
The customer is simultaneously 
highly sensitive to the degree of 
value that’s being delivered, and 
uninterested in any kind of emo-
tional bond with the business.
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tions that fostered the customer’s tolerance and patience in the 
Golden Years of Terrible Service are fading here. There’s little or 
no direct human contact to support bonding; the customer’s ex-
perience of quality in one environment automatically raises the 
bar for all other digital players. The promiscuous customer knows 
that we have no choice but to take no for an answer, again and 
again, until perhaps one day she says yes.

WALKING THE TALK
Janet has been trying to get an email response from ChemiKit.com 

– a supplier of classroom and laboratory equipment – for some 

days now regarding a query she has about the safety of a particular 

piece of laboratory equipment. She is concerned about introducing 

the kit to the class project we mentioned earlier until this issue is 

cleared up.

Despite the fact that the interface of the ChemiKit.com Web 

site is warm and welcoming, and also that they send Janet regular 

(not always useful or relevant) marketing messages by email, their 

customer service is not responding nearly fast enough to her in this 

case.

This sets up a considerable dissonance … on the one hand she’s 

hearing how important her custom is to them, and being solicited 

regularly with new offers, and on the other, the behaviour of the fi rm 

clearly contradicts these apparently good intentions.

This is like asking a customer the question, ‘What can we do 

for you today, Janet?’ and then turning away and ignoring the re-

sponse. It immediately erodes any of the minimal brand loyalty 

that has been accrued and it’s very likely that, despite her good na-

ture, Janet may use one or more of the discussion groups to which 

she belongs to vent her frustration, thereby doing a lot more dam-

age to potential ChemiKit business and the fi rm’s reputation in the 

academic community.
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Remember that the role of CRM here needs careful placing. 
Unlike the business, this customer isn’t sitting in front of the screen 
agonising about how to evolve his loyalty to the supplier, how to 
get closer to the company … This customer’s loyalty is, if anything, 
perhaps to the digital environment as a whole, and conceivably 
over time to certain of the spaces that are forming in the environ-
ment. This customer may indeed be in love with being digital.

But he’ll continue to withhold the affection and loyalty – in-
deed any form of emotional engagement – which our misguided 
sentimental marketer craves. Until we accept that fact, our stance 
in digital markets will remain low in critical relevance and toxi-
cally high in intrusive, inappropriate offerings.

How to add value by getting out of the way

The loneliness of the long-distance customer
The current proliferation of smaller mobile devices supports our 
customer in the performance of an ever-growing range of im-
portant – often tiny – day-to-day tasks. These tasks, where they 
occur in the commercial environment, would often previously 
have been performed – or at least assisted – by a representative of 
the business.

We have often assumed that the automated delivery of this 
value, without human involvement from the supplier, in some 
sense represented a new and superior kind of value to the cus-
tomer (e.g. through 24/7 access, a greater range of options and 
preferences) and value to the business (e.g. through cost savings, 
customer data capture, etc.).

But personal customer service in any form outside digital 
markets builds value and loyalty in a fashion that we cannot du-
plicate on the screen. The off-line collaboration with the supplier 
to solve the customer’s problem, whatever form it may take, has 
always been time-consuming and costly. But let’s not ignore the 
value-add derived from the satisfaction of some simple human 
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needs – to communicate, to feel part of things, to make contact, 
and also perhaps to share the responsibility for consequences.

Our engagement with the on-line marketplace is therefore 
not simply a transposed version of the off-line experience. We are 
social beings, and promiscuous customers are strikingly alone in 
their excursions into digital markets.

How marketing messages can attack meaning, trust and value
The increase in control, access and apparent choice experienced by 
the promiscuous customer renders the intrusion of any  irrelevant or 

A BETTER PUBLIC ADDRESS SYSTEM …
When Federal Express launched its on-line package-tracking ser-

vice for customers in the mid-90s, it was hailed as a considerable 

step forward, one of the earlier examples of a genuinely useful 

Web-based service. Technically, the company achieved this facil-

ity by opening up a Web-based window into an existing and thor-

oughly tested aspect of their own internal systems. In other words, 

a relatively straightforward piece of work that has surely saved the 

company many millions of dollars since its introduction.

And they went on to build on this initiative rapidly, introduc-

ing a range of value-adding software functions – mostly usable on 

or downloadable from the Web – that created real customer loyalty, 

by simply making customer tasks much easier to perform.

But we need to ask what happened to the personal contact 

between customers and staff that this new facility replaced. Did 

this track-it-yourself function introduce a chilliness to the previ-

ously quite warm and personal brand experience of the FedEx 

customer? And, by the way, if the company’s service promise of 

‘The World On Time’ was to be carried through onto the Web, why 

would we even need to track our own packages – don’t you do that 

for us?
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inappropriate marketing messages highly interruptive. In fact, any 
‘off-mode’ experience with the brand has a similarly erosive effect.

The arrival of a pop-up ‘did you know?’ or ‘how about …?’ 
message in the customer’s attention space – no matter how theo-
retically helpful or potentially relevant it might be in the mind 
of the business – is almost always distracting and dissonant. It 
breaks the fl ow of the work being performed (and note that this 
experience of ‘fl ow’ is one of the few pleasures left to the promis-
cuous customer in the screen environment!).

Moving back out of digital markets, would we ever deliber-
ately refuse, or make inaccessible, a basic service to a valuable 
customer, while at one and the same time bombarding them with 
unwanted and, for them, irrelevant marketing messages?

HE SAID … SHE SAID …
‘To create the value (what customers like) there must be emotional 

connectivity between the front-line person and the customer. It is 

not enough for a front-line person to smile, say the right things 

and try to be enthusiastic. The connection will only be made if they 

are sensitive to each customer’s individual requirements for emo-

tional value. Sometimes a smile and enthusiasm are totally inap-

propriate. Without emotional connectivity at a personal level there 

is a high risk that a customer will defect. This applies especially if 

the customer has little emotional attachment to the brand.’

David Freemantle, What Customers Like About You, Nicholas 

Brealey Publishing, 1998.

‘All our research shows this direct relationship: The more shopper-

employee contacts that take place, the greater the average sale. Talk-

ing with an employee has a way of drawing a customer in closer.

Paco Underhill, Why We Buy – The Science of Shopping, Orion 

Business Books, 1999.
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Blind to the clamour of full-colour billboards and deaf to 
shrill TV ads, if I can’t easily access my bank balance by (say) 
phone or PDA when I expect to, I’m unhappy. My bank has de-
prived me of essential value and instantly leaked a lot of my al-
ready meagre store of loyalty.

THE PARADOX OF MODE

At this level in digital markets, less is in-
variably more. And this is the basis for 
what we call ‘the paradox of mode’.

When developing businesses in 
digital markets therefore, it is essen-
tial that we focus, above and before all 

I’M SORRY … YOU’RE GOING TO HAVE TO READ 
OUR MISSION STATEMENT
Visions and missions are everywhere in the customer’s eye line 

at the moment, as if by their very presence they bring some sort 

of extra meaning or comfort to the experience offered by the busi-

ness – a starchy form of corporate soul-baring, perhaps. Remem-

ber when every Web site kicked off with a word from the chairman 

or CEO, and you were exhorted to ‘read our mission statement’?

OK, no serious harm done, certainly back in the days when 

just accessing a site successfully was a cause for celebration … But 

this underlying need to embed those messages everywhere in the 

customer encounter lives on, in the form of that extra click you 

have to make to get past a promotional item, that extra fi eld that 

needs fi lling in before you can get at the service you really came for 

and, of course, alongside your bank balance on the screen, the offer 

(at a cost of no small download time, as the usability folks would 

tut) of a service you probably already signed up for …

KEY POINT
The more restricted the environ-
ment (e.g. the smaller and more 
mobile the access device) and the 
more specifi c and day-to-day the 
task to be performed, the higher 
the pressure on the brand, and 
the greater the threat to customer 
meaning, trust, value and loyalty.
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else, upon those encounters where the promiscuous customer 
is looking to perform the most apparently mundane, low-im-
pact, unexciting tasks. Prior to that, everything else is, sadly, 
the most extreme form of cant and must be unceremoniously 
thrown out.

The modal approach to building customer value

Far from consigning the user experience work to the far end of 
a project (where the more generic principles of usability are of 
course highly important in terms of the quality of the customer 
experience), businesses in digital markets need to stop worry-
ing about how to put the customer at the centre of the business 
(remember, she doesn’t want to be there anyway!). Instead, they 
should start focusing hard on building services that place the cus-
tomer’s infi nitely variable modes, and the tasks that are derived from 
these modes, at the centre of the  business.

What is mode?

Customer mode in digital markets is defi ned and determined by 
three closely linked elements:

•   the time, location and cultural circumstances of the customer 
(which we call the environmental element of mode);

•   the context – the point of arrival or the previous environment 
– or task set – from which the customer arrives at the space 
(which we call the contextual element of mode);

•   the intent with which a customer approaches or enters a mar-
ket space (which we call the purposive element of mode);
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A CLOSER LOOK AT ENVIRONMENTAL MODE
Environmental mode may initially be explored by examining the 

customer’s pattern of activity and the locations in which he may 

be found during a typical day.

Figure 4.1 captures this for the most generic case.

The activity pattern revealed allows some predictions to be 

made about likely channels and devices the customer will choose 

to use for establishing contact.

For example, the most likely modes of contact for a customer 

who is taking a break from shopping will be the mobile phone or 

PDA whereas, in the offi ce, a PC is more likely and from home per-

haps interactive television.

The influence of culture

A further aspect of environmental mode is linked to the cultural con-

ditions that apply. Both national cultures and peer-group  infl uences 

Fig. 4.1 A generic activity pattern showing where the customer might be found 
during a typical working day
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may affect the primary channel of communication. An example of 

this is the current heavy use by teenagers of the SMS facilities on 

mobile telephones, which would make these favoured devices for 

many services, overriding issues of suitability of the interface.

Culture also infl uences content. It has been a long-standing 

sin of Web designers to assume that, magically and without ques-

tion, their audience shares the same cultural context. Even attacking 

the problem of global communication with expert translation solves 

only part of the problem. To use a perhaps trivial example, if I want 

to connect with local sports fans in New Zealand or in the UK, Mi-

chael Jordan is probably, despite his extraordinary fame, the wrong 

name to use. I need references to Jonah Lomu or David Beckham. 

(Mr Jordan is actually better known to children than to mature fans 

outside his home court, due in part to his movie career.)

More subtly, culture may affect the nature of the tasks asso-

ciated with particular goals and the way in which these are car-

ried out. To assume a one-size-fi ts-all navigation structure may 

risk confusing – even offending – customers who are unfamiliar 

with the underlying cultural assumptions.

Fig. 4.2 The effect of location and activity on choice of channel and device.
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A CLOSER LOOK AT CONTEXTUAL MODE
There are several aspects of customer context that may be exam-

ined. If the customer is already on-line, for instance, the site they 

originate from may provide useful clues. If I’m looking to acquire 

software to meet a particular business requirement, I might ar-

rive in a new digital environment (leaving aside for a moment 

which channel or device I might be using) that is managed by 

a specialist vendor, via a content or expert advice environment, 

into which I came, in turn, via some form of search mechanism. 

The context from which I have emerged provides many clues as 

to my overall purpose and enables the planning of a generally 

clear and limitable selection of offers that could be of relevance 

to me.

Similarly, where a service is associated with known or re-

searchable patterns of off-line activity, the nature of the tasks being 

performed provides contextual information about likely needs 

and the available access to touchpoints.

Figure 4.3 explores the balance of activities during a working 

day for a typical manager, showing the tasks she could be involved 

in. These will be associated with services she might need and the 

touchpoints through which she will expect them to be delivered. 

Such analysis, undertaken in the context of the intended service, 

will provide some of the most accurate guidance available to cus-

tomers’ needs and wants and how they might expect solutions to 

be delivered.
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The challenge of purposive mode

Information about customers’ contextual mode may allow us to 
make limited deductions about their intent based on the activi-
ties they are performing when they arrive, but there is little we 
can positively know in advance about the purposive element of 
mode.

Yet this is the most important of the three modal conditions; 
it dictates the tasks customers will need to perform and is the 
major determinant of whether they perceive the service to be rel-
evant to their needs.

Purposive mode embraces a wide range of needs, wants and 
expectations and it unfolds into a range of key, important (and 
possibly contributory) tasks. It can be revealed only through thor-
ough understanding and detailed research of the market and 

Fig. 4.3 Exploring the tasks in which a customer at work is engaged prior to 
contact and the types of touchpoint that are likely to be available to them
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empathetic creation of scenarios. Its full 
range is iteratively unfolded in combi-
nation with task analysis, which is ex-
amined later in this chapter.

Taken together, information about 
these three elements of customer mode 
allows their expectations to be antici-
pated in the process of the assembly of 
the digital space, to maximise the value 
that can be delivered as relevant ser-
vice.

How the elements of mode play out for 
the customer
Broadly speaking, the contextual element will combine with the 
purposive element to determine the nature and range of respons-
es that could optimally meet a customer’s current need. The envi-
ronmental element will contribute substantially to the selection of 
channel and device.

Note that the environmental element can in some instances 
override the other two, in the sense that a user may wish to access 
information or services – perhaps in an emergency – using a de-
vice that may in terms of the nature of the service or the informa-
tion type be less than ideal.

KEY POINT
The degree to which substantial 
commercial offerings in digital mar-
kets are able to deliver real value to 
the customer is heavily ‘gated’ by 
their ability to meet these modes – 
which necessitate a sequence of one 
or more cohesive tasks in a context 
of desirable services types and chan-
nels – with the relevant services 
that customers expect.

AND BACK IN THE REAL WORLD …
AOL has consistently succeeded in massaging its customer loyalty 

upwards by supporting daily tasks such as diary management and 

stock portfolio tracking. This is true ‘stickiness’, where real value 

brings customers back to the AOL environment to perform tasks 

that have direct relevance to their day-to-day lives.
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MODE IN ACTION
At the time of writing, the network infrastructure publicly avail-

able – certainly in the US and Europe – is still developing (while in, 

for example, Hong Kong and Singapore, high-bandwidth always-

on services are becoming commonplace). However, the range of 

currently popular devices gives us enough leeway to create a use-

ful example of the interplay between the three elements of mode.

Mode and context

Janet enters a section of a medical advice Web site, having learned 

of the site’s existence (and its possible usefulness in terms of her 

son Rocky’s well-being) in one of the regular personalised email 

bulletins she receives on the subject of food allergies and anaphy-

laxis. In this case, given that the email bulletin – from where she 

‘arrived’ onto the Web site having clicked on an embedded link – is 

probably a reasonably well-trusted resource for Janet, the follow-

ing can be assumed to be the case:

•  She already knows a little about the overall site, and also knows 

what to expect in that she has deliberately selected the embed-

ded link on the basis of it being of particular interest to her. 

This means that a huge amount of introductory material, or in-

deed credentials, may be useful for her to have available if need-

ed, but she could fi nd them obtrusive if they must be waded 

through to get to the good stuff.

•  She is conceivably either a concerned parent or medical profes-

sional whose understanding of the larger issues surrounding 

food allergies may already be considerable. So again she will 

most likely wish to cut to the key issues (where meaning, in this 

case, resides for a customer like Janet), rather than engage with 

introductory material.
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•  Despite her familiarity with the subject matter and the adequate 

credibility of the bulletin that introduced Janet to this site, as 

the concerned parent of a child with a serious allergy, trust and 

credibility will remain constant issues – this is literally life or 

death for Janet and her family. Thus the appropriate certifi ca-

tions will need to be visibly at hand throughout her encounter.

•  We can also assume that, having deliberately clicked on an em-

bedded link to access a Web site, Janet is using a device that is 

comfortably capable of displaying that site, i.e. a PC, laptop or 

similar, with reasonable bandwidth.

Mode and purpose

Janet’s initial purpose – which may of course rapidly evolve in 

a range of possible directions, contingent upon her experience in 

this environment – is to explore recent developments in treatments 

for the potentially fatal anaphylactic shock.

•  A sadly common practice in the Commoditised Internet is to 

immediately apply this knowledge, not to develop for Janet a 

focused and personally relevant experience, but to throw up 

premature and intrusive product offerings (‘GOTCHA!’ – ‘We 

know what YOU’RE after, Janet!’) in the form of banners and – 

arguably a little less destructive – personalised selections of text 

links in the navigation areas of the page. Meaning and trust go 

out the window straight away, and surely it’s clear that for this 

customer, with this purpose and this degree of emotional at-

tachment to the subject matter, such manipulation of the experi-

ence is going to be highly dissociative.

•  What we need to do in the face of what we understand Janet’s 

purpose to be (and that may be an imperfect understanding) is 

to steer clear of any product or service solicitations for now and 
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focus on setting the foundations for her meaningful and trust-

worthy initial encounter with the space. How is this done? For 

example, by (assuming we’re talking about a relatively stan-

dard Web site produced at the time of writing) making a prom-

inently available shortlist of the most frequently-used links 

around the subject matter (no, not right across the whole range 

of medical science, just in the fi eld of allergy!). At the same time, 

since none of these may fi t the bill, a broader range of options 

should also be to hand, including some form of focused search 

function.

•  It’s likely that Janet will appreciate some form of shortlisting 

function, since she will be exploring and assessing a range of 

information for relevance. In addition, she’s likely to want to 

print one or more selections for later reading off-line.

•  Again, Janet’s purposive mode impacts the likely device she’s 

using, and again we can assume that a PC or laptop is in use, 

and as mentioned above, she will quite possibly be looking for 

easy and rapid (low-graphic) printing.

•  Each of these considerations opens up a distinct sequence of 

tasks – the ‘task set’ – that is logically derived from Janet’s initial 

(and unfolding) purpose. She may, for example, decide (having 

fi rst crossed the necessary thresholds of meaning and trust) to 

purchase a recent report on the condition that interests her. She 

may alternatively wish only to register for news updates on the 

subject. More substantially, she may wish to make contact with 

a specialist practitioner in the fi eld. Each of these options de-

mands a very different set of functions, the customer expecta-

tions are equally diverse, and – not to be understated here – the 

offering of these various products or services requires the site to 

have in place either an owned resource or a reliable partnership 

with another supplier.
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•  Note also that, despite the core device being almost certainly, 

as we mentioned above, a PC or laptop, Janet may wish to have 

a consultant contact her by mobile phone, have selected im-

portant news updates sent to her as text messages on the same 

phone, or choose to participate at some later time in an on-

line conference using the higher-bandwidth facilities at the 

school.

Mode and environment

Relatively simple in contrast is the issue of environmental mode. 

Looking at the customer’s environment – their likely location and 

the time of day –  we can make fairly confi dent assumptions as to 

the ideal channel and device types to best support the execution of 

their current task sets.

As we begin to examine more lengthy task sets, we can see 

that specifi c channels and devices are not always best equipped 

to cover the whole sequence. But given that we obviously cannot 

expect Janet to lurch back and forth between PC, phone and TV, 

for example, in the course of one task set (consider her activities 

above), we are obliged to consider that certain tasks may need to be 

shoehorned into channels and devices that are less than optimal, 

simply in order to provide the customer with the cohesive execu-

tion of the task set that she requires.

Thus it will increasingly be necessary for interface designers 

to accommodate small-screen mobile devices for tasks that may 

ideally require a larger display, in order to fi t in with the usage pat-

terns of customers.
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TASK – THE ATOM OF VALUE AND TRUST 
IN DIGITAL MARKETS

Customer modes – in particular the pur-
posive elements of mode – determine vari-
able families of tasks that need to be per-
formed. Some may be automated by the 
system, others driven by direct interaction 
between the customer and the various in-
terfaces presented by the environment.

Tasks – and the satisfactory sup-
port of their execution by customers – make up the currency of 
both meaning and trust in digital markets. It is a fundamental 
tenet of our argument in this book, that a careful analysis and 
ranking of the full range of related tasks in the context of a digital 
environment, leading through to the development of the appro-
priate range and hierarchy of partnerships to span the environ-
ment, forms the correct framework for the development of valued 
and valuable businesses in tomorrow’s digital markets.

Types of task

In taking a structured approach to analysing tasks, it helps to 
draw some distinctions, and to remember the principle that cus-
tomers undertake groups of tasks – what we call ‘task sets’, in pur-
suit of purposive activities.

Tasks of two major types can be distinguished, and we call 
these deliberate tasks and automated tasks.

Deliberate tasks
These are tasks that the customer undertakes in pursuit of inten-
tional goals, and they are both initiated and completed by them. A 
further distinction between autonomous tasks and confi guration 
tasks in digital markets needs to be drawn.

KEY POINT
If mode is the molecule of user ex-
pectation and experience, the task is 
the atom from which these encoun-
ters are built.
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•   Autonomous tasks. Autonomous tasks are performed conscious-
ly by customers through interaction via the range of touch-
points and channels supported by the environment and the 
businesses within it.

     Autonomous tasks make no permanent changes to the sys-
tem, do not alter the customer’s profi le and demand no follow-
through activity from the service, unless an e-mail reply or 
call-back is requested as a component of participation tasks. 
Registration with the system is not normally required in order 
to perform these tasks.

HE SAID … SHE SAID …
Jakob Nielsen’s Alertbox, December 10, 2000:

WAP Field Study Findings

‘… Very precise task analysis will be necessary for WAP services to 

succeed. Unfortunately, task analysis is a black art as far as most 

people are concerned and it is the least appreciated part of usability 

engineering. The traditional Web also suffers from poor task analy-

sis, with many sites structured according to how company manage-

ment thinks rather than how users typically approach their tasks.

‘… Mobile services must target users with immediate, con-

text-directed content. General services like shopping are less likely 

to succeed in the mobile environment. Indeed, in the list of services 

bookmarked by users, shopping hardly fi gures at all; sports and 

entertainment are the two big categories.

‘Killing time is the perfect application for mobile devices be-

cause they are readily available when users are waiting around for 

something to happen. At the bus stop? Play a short game. In line 

for something? Read a paragraph of gossip. Stuck in traffi c that 

doesn’t move? Check the scores of your favourite teams.’

http://www.useit.com/alertbox/20001210.html
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•   Confi guration tasks. These are tasks where the customer inter-
acts with the system to personalise information or the inter-
face, adjust the specifi cations that drive the performance of the 
system, or transact.

     The impact of these tasks is to create changes within the system 
that will affect future interactions. They alter the customer’s 
profi le, or demand follow-through activity from one or more 
businesses in the system. Characteristically, such changes re-
quire registration with the system.

Automated tasks
Automated tasks will typically have been set up through some 
initial confi guration by or on behalf of the customer. They involve 
scheduled or ‘triggered’ activities largely handled by the system, 
where the triggers are normally various types of pre-agreed event.

Balancing deliberation with automation
Three aspects of the customer’s purpose will determine the ap-
propriate degree of automation vs. deliberation in the analysis of 
task requirements. These are:

•   the complexity of the decision-making process;
•   the (outside) expertise needed by the customer as input to that 

process; and
•   the degree of emotional concern attached to the customer’s 

overall purpose.

Where the complexity of the tasks to be performed takes the form of 
diffi cult calculation (as will typically be the case, for example, with 
the purchasing and management of the more sophisticated fi nan-
cial instruments) the customer will expect the system to help out.

Where the complexity demands the application of spe-
cialised knowledge, the customer will be looking for not only 
input from a trusted expert resource, but some degree of explana-
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tion, if only for reassurance. It is likely that that customer will ex-
pect to participate actively in this process.

Where the degree of customer concern is high – as in the case 
of a matter of family health, a large fi nancial outlay (or simply in an 
area of particular interest to the customer) – she will need to remain 
actively involved in the decision process and also informed of any 
key automated tasks that are about to be, or have been, performed.

Further determining factors are perceived risk and reaction 
time. These interact in the case of market sensitive tasks such as 
share dealing or bidding at auction, and the customer must have 
implicit trust in the service if she is to automate tasks where risk is 
endemic but delay may be more risky than not acting.

An example of balancing these tensions can be seen in the case 
of the automated tools that might be provided to assist the manage-
ment of a share portfolio. Possible options for automation would 
be analysed in terms of urgency or speed of action required to limit 
risk, and the complexity of the customer’s decision (Fig. 4.4).

Complexity of interaction

Speed of 

reaction 

required 

High

Critical

Unimportant

Low

Example

Reaction to general fall in stock market

Channel/device at event time

Portable, always-on device

Automation provision

Semi-automated to enable rapid 
response. Presenting decision 
framework, decision support tools, 
prompt execution.

Example

Adjusting balance of routine monthly 
investment

Channel/device at event time

Any

Automation provision

Semi-automation presents current 
or default settings, decision support 
tools, automated execution

Example

Opportunity to participate in flotation

Channel/device at event time

Any

Automation provision

Scheduled notification provided in 
advance, customer responds in own 
time

Example

Threshold price, e.g. single share 
movement

Channel/device at event time

None

Automation provision

Fully automated reaction to 
threshold conditions following pre-
set responses, customer notified 
later.

Fig. 4.4 Analysis of some of the options available for automating share-dealing 
services based on complexity and speed of response required to limit risk.
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TASKS UNDER THE MICROSCOPE
Deliberate tasks

These are, as we have said, tasks that the customer undertakes in 

pursuit of intentional goals, and they are both initiated and com-

pleted by them. A further distinction between autonomous tasks 

and confi guration tasks in digital markets needs to be drawn.

Autonomous tasks

Autonomous tasks are performed consciously by customers 

through interaction via the range of touchpoints and channels sup-

ported by the environment and the businesses within it.

They typically take four distinct forms:

•  Exploration – which includes activities such as reading, brows-

ing and viewing. Exploration is by defi nition a less-than-fo-

cused activity where the customer is, for part of the time, led by 

the information that she encounters.

•  Analysis – the compilation, and in some instances comparison, 

of information, focused on the making of decisions, which 

would perhaps lead into the selection of products and/or ser-

vices for purchase.

•  Interaction – with human representatives of the business, with 

other members of communities or interest groups, and of course 

with friends, family and colleagues.

•  Support – which includes inspection of trust credentials and 

consulting help services.

Confi guration tasks

These are tasks where the customer interacts with the system to 

personalise information or the interface, adjust the specifi cations 

that drive the performance of the system, or transact.
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Again, they typically take several forms:

•  Formatting – which typically results in a change to the way that 

information, the interface or the activity sequence is confi gured 

for the customer.

•  Transacting – involving ordering, paying for (where required) 

and arranging receipt of goods or services. Other transacting 

tasks include signing up for permission and request marketing 

materials and newsletters, or setting up and customising be-

spoke automated services.

•  Posting – the permanent addition of information to public fo-

rums, discussion groups and shared services or to personal stor-

age or records.

(Note that there can be subsequent customer tasks, as a conse-

quence of transacting, such as taking receipt of physical goods, 

that take place outside the digital environment.)

Automated tasks

Automated tasks, as we have said, will typically have been set up 

through some initial confi guration by or on behalf of the customer. 

They involve scheduled or ‘triggered’ activities largely handled by 

the system, where the triggers are normally various types of pre-

agreed event.

Automated tasks fall into three categories:

•  Scheduled – which are typically e-newsletters, reports and noti-

fi cations or reminders that have been requested, or at least per-

mitted, by the customer and are delivered on a regular basis by 

the system. These have simple triggers like time, or the avail-

ability of goods or services in which interest has been indicated. 
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THE PROGRESSIVE ENGAGEMENT CYCLE AND 
CUSTOMER LOYALTY

If customers’ modes are met on each oc-
casion with coherent task sets that are 
identifi ed as relevant to their purposes, 
a cycle of interaction is set in motion that 
leads to progressively deeper engage-
ment with the service.

Any response or follow-up is the responsibility of the custom-

er.

•  Co-effected – these are tasks completed largely by the system 

but which require decisions, approval or other interaction from 

the customer or their agents before fi nal execution. The custom-

er will have previously confi gured the type of response expect-

ed of the service when a particular threshold event occurs. The 

occurrence of the event provides the trigger and, in the case of 

co-effected tasks, will result in a direct communication with the 

customer, for example requesting some sort of refi ning input or 

approval.

•  Independent tasks – these are fully-automated tasks that, 

though similarly triggered by threshold events, require no 

human interaction outside the system. The customer has in-

structed the system to execute in full, and may receive only a 

later notifi cation that the task has been performed.

Note that over time an increasing number and range of conscious 

user-driven tasks will migrate downwards to become fully auto-

mated, independent tasks through the development of superior 

software, combined with a more profound understanding of how 

tasks and mode interact in digital markets.

KEY POINT
It is through the apparently mun-
dane process of task analysis that 
the stage is set for the most robust 
delivery of value, and eventually 
loyalty, in digital markets.
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Autonomous exploration that provides assurance that needs 
will be met, leads on to a purchase or other confi guration activity 
that constitutes the fi rst step of engagement.

Once trust is validated through a number of satisfactory out-
comes to these initial, non-committal transactions, the stage is set 
for partial, and in time perhaps complete, transfer of some tasks 
to the system through automation. The customer has thus thor-
oughly integrated the service into her life – a new and very differ-
ent model of loyalty (Fig. 4.5).

The customer arrives with 
a specific purpose to fulfil,
a current context for her 
activity and with needs 

partially defined by 
her environment

Having made sense of the
service, the customer 
perceives the offer to 

be relevant to her 
current concerns

Satisfied that the service 
meets recognised needs 

and trust criteria, the 
customer begins tentative 

interaction or makes 
a purchase

Finding the service of value and 
with growing trust in its solutions 
and their fulfilment, the customer 
entrusts at first a few, and then 

progressively more, tasks to 
the automated handling

Fig. 4.5 The ‘Cycle of Customer Engagement’ leads from the discovery of relevance, 
through initial engagement to full integration, provided each stage meets with a 
satisfactory outcome.

MODES, PURPOSES AND TASKS

95

04_PC_ch4.indd 09/14/01, 12:14 PM95



AN ASIDE

As an important aside, we need to register an apparently inescap-
able trend for the future. If the environment of digital markets 
is already becoming less than welcoming and chilly for the senti-
mental brand, what happens when a constantly decreasing proportion 
of conscious participation between customer and brand in tomorrow’s 
market space combines with increasing perceived inconvenience of such 
conscious interactions of the customer with the brand?

Does brand in any meaningful sense at that point become en-
tirely detached from value in digital markets: a mere sign over the 
door? Does the current plethora of channels and device types, after 
this recent explosion into the consciousness of the market and the 
customer, ultimately recede back down into the id of commercial 
life, while cyberlife becomes just a cultural blip in history?

AND BACK IN THE REAL WORLD …
Tesco, the successful UK supermarket chain, has also become the 

world’s most profi table Internet grocer. The company’s develop-

ment process for the service featured a high degree of customer 

task analysis.

One consequence of this was that Tesco made the unusual 

decision to integrate local stores fully into its on-line strategy, so 

that customers now make their on-line purchases from their most 

convenient location. This approach not only enabled the company 

to meet customers’ needs more completely, but supported regional 

price variations which improved profi ts.

In terms of penetration, Tesco.com is heading for one million 

registered customers, with coverage of 90 percent of the UK, and 

weekly revenues of over £5m.
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TO SUMMARISE

•   The promiscuous customer is unsentimentally focused on the 
work he or she wants to perform in the digital domain, and 
obstacles to that process immediately erode value and loyalty.

•   The paradox of mode informs us that it is upon the most elemen-
tary and day-to-day customer tasks that we must fi rst focus in 
developing our offer for digital markets.

•   Modal Analysis – where the systematic consideration of cus-
tomers’ environmental, contextual and purposive needs pro-
vides a clear and value-focused account of where businesses 
may and may not usefully focus their efforts – is our proposed 
solution.

•   The description and analysis of the customer tasks that unfold 
from their various purposes is the key output of Modal Analy-
sis: tasks take a range of forms, under the overall headings of 
deliberate and automated.

•   The satisfaction of customer mode through the support of key 
tasks sets up a cycle of engagement that leads the customer 
through an experience that will hopefully culminate in integra-
tion, where key tasks are assigned to the business; this is the 
foundation of future loyalty in digital markets.

MODES, PURPOSES AND TASKS
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‘… Now if you’re ready, Oysters dear,

We can begin to feed.’

‘But not on us!’ the Oysters cried,

Turning a little blue.

‘After such kindness, that would be

A dismal thing to do!’

‘The night is fi ne,’ the Walrus said.

‘Do you admire the view?’

C H A P T E R  5

Meaning, Trust and Value

IN THIS CHAPTER WE LOOK AT

•   some fundamental and common misconceptions about the 
role and value of content;

•   how meaning is (re)created for information in digital markets 
by association with key customer task sets;

•   the basics of trust, and our approach of Trustpoint Analysis;
•   the close interplay between meaning and trust as customers in-

teract with the system; and
•   how the dual processes of the Cycle of Customer Need and the 

Cycle of Interaction link together, and how Modal Analysis en-
ables the mapping of the delivery of value to the customer.
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THE TWIN PILLARS OF VALUE IN DIGITAL MARKETS

We’ve seen in the previous chapters how the frustrations experi-
enced by customers in digital markets frequently boil down to is-
sues of meaning, trust, or a combination of the two. This chapter 
looks more closely at these misunderstood and underestimated 
imperatives, and prepares the ground for an introduction to ‘mar-
ketspaces’, the successful paradigm for creating value for both 
customers and businesses in tomorrow’s digital markets.

This is as good a place as any to note the close linkage be-
tween meaning and trust in the customer experience … you sim-
ply can’t have one without the other. An experience where trust 
is compromised immediately affects the customer’s attainment of 
meaning, while of course a lack of meaning will – no surprise – 
cauterise for good any budding trust-building activity.

Let’s now examine them more closely, starting with the com-
bination of basic misconceptions and inherited thinking that has 
led the quest for meaning astray in the Commoditised Internet.

IT ALL SEEMED TO WORK OK BEFORE …

A bit of history

The major problems of meaning (as in the need to make sense 
of things) in traditional media have been solved long ago. There 
exist both established conventions, and also what can be called 
‘mutual assumptions’, between producers and customers in, for 
example, fi lm, TV and newspapers. Conventions in the sense that 
information as it relates respectively to specifi c areas of interest 
(sports, business, politics etc.) tends – and naturally this will vary 
between cultures – to be presented in a certain expected format, 
within a corresponding context. Assumptions that are mutual, in 
the sense that each side has predictable expectations about the be-
haviour of the other. Lengthy scene setting and explanatory clari-
fi cation of terms is unnecessary and indeed counterproductive.
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To give a brief example, a simple combinations of fi gures, 
such as ‘6–1’ which, while out of context, can be altogether mean-
ingless to the reader or at least open to a prohibitively wide range 
of interpretations, automatically becomes immediately and in-
stinctively meaningful to the typical customer when in the context 
of a sports page, gambling odds, the stock markets or a basic maths 
problem. Notice here how the context is essential to meaning.

Not so fast …

In digital media – partly due to the general youth of the industry, 
partly due to the nature of the medium itself, and also to an ex-
traordinary and ingrained tendency in the industry to treat abun-
dance of information as synonymous with abundance of value – 
there exists as yet no such agreed protocol. Early attempts to in-
troduce off-line material wholesale – i.e. with the context intact 
– into the digital environment, failed. Early Web sites developed 
for marketing purposes illustrate this well, importing brochure 
materials unmodifi ed and assuming that the customer experience 
would echo that of the physical world.

At the time of writing therefore, each digital service – be-
yond at a basic level observing the grudgingly but increasingly 
accepted ground rules of usability – must try to support meaning 
in whatever contextual fashion it can, hampered further by the 
global reach of the medium. No a priori assumptions can safely be 
made about the customer’s mode, preferences, culture – indeed 
anything at all – at the moment of arrival into the space.

Narrative, that other staple of meaning and learning, gets 
short shrift in digital media. By defi nition, in an interactive envi-
ronment (despite all that glorious early talk about choosing the 
endings of your fi lms!) narrative in digital media is cut off at its 
very root by the participation of the customer.

At a generic level, of course, the champions of usability have 
gone a long way towards pointing up some of the more absurd 

MEANING, TRUST AND VALUE

101

05_PC_ch5.indd 09/14/01, 12:40 PM101



atrocities, but – with no disrespect at all intended to these noble 
folk – their work is closer in effect to that of the emergency room.

Now that the patient may live – at least for a while – let’s see 
if we can help him make himself understood!

‘BLAMESTORMING’

The double fantasy of the advertising model

The fantasy that, in digital markets, ‘content is king’ has been per-
petrated by media owners, advertisers, and unsurprisingly, those 
businesses whose on-line revenue is advertising-driven, such as 
the search engines and directories.

Media owners have naturally been keen to fi nd a role allowing 
them to leverage current and legacy material, with a view to generat-
ing additional streams of revenue. To this end they have re-launched 
it as content (a generic way of avoiding any tighter classifi cation) and 
offered it on Web sites of all sorts, either through their own channels, 
by syndicating to portal owners, or in some cases both.

Yet, as we have pointed out elsewhere, content remains de-
terminedly free and few businesses earn a direct return from cus-
tomers willing to pay for it.

Despite this, to ensure that they could continue to ride the 
share accelerator that the technology bull market of 1999–2000 
created, media owners subscribed to, and perhaps even had a 
hand in sustaining, the myth.

At its core lie two notions: that sheer volume of miscella-
neous material is of value to customers and that, by providing it, 
media owners are key players in the ‘new economy’. (The myth 
was embraced on the production and design side too, with the 
curious concept of ‘stickiness’; the idea that ‘compelling’ content 
would of itself attract visitors, induce them to hang around lon-
ger and come back for more. Thus making them sitting ducks for 
a stream of – targeted of course – advertising messages. Thereby 
feeding the myth further.)
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The myth gathers momentum …

This idea exactly complemented the need for advertising-sup-
ported Web sites to convince reluctant media buyers that there 
was real value in their audiences. So the myth became self-perpet-
uating, with portals – most of which originated as search engines, 
directories or related tools – convincing themselves their main ob-
jective was to keep customers hanging about their sites for as long 
as possible, and a majority of product marketers wanting a piece 
of the portal pie.

HE SAID … SHE SAID …
Jakob Nielsen’s Alertbox, December 24, 2000

The Web in 2001: Paying Customers … Beyond Advertising

‘As I’ve said since 1997, advertising doesn’t work on the Web be-

cause it is contrary to user behavior, which is largely goal-directed. 

Now, at the end of 2000, emerging trends are further validating my 

earlier analysis:

•  Business plans don’t get funded if they are based on advertising 

revenues.

•  Web-based advertising agencies are downsizing.

•  Click-through rates continue to drop and we continue to observe 

strong banner blindness in user testing. Users have stopped 

even clicking on useful page elements that look like ads.

‘From 1997 through about mid-2000, it was possible to build Inter-

net services using a business model based on separating gullible 

investors from their money. Because this is no longer feasible, the 

focus is now shifting to separating customers from their money. A 

much healthier way to build a business.’

http://www.useit.com/alertbox/20001224.html
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Adding fuel to the fi re, many infl uential marketing agencies 
supported ‘content is king’ instinctively, perhaps because it’s less 
work to assume that digital media is ‘just another channel’, subject 
to the same rules of engagement – and delivering the same outcomes 
– as the ones they are familiar with. The mantra also makes it sound 
reassuringly similar to the television and magazine markets, where 
aspirational selling to the passive and relatively indulgent entertain-
ment and leisure audience is a well understood and indeed highly 
profi table art. (That it took years to work out how to use television 
for advertising is conveniently forgotten in the agencies’ rush to 
prove to their clients that they are masters of this new medium too.)

For portals the approach made commercial sense (and who 
would argue, frankly, in that bull market) despite the risk of un-
dermining the value of the original tools that brought customers 
in the fi rst place. It did, after all, create enormous numbers of 
‘page impressions’ that could be sold to would-be advertisers, 
and any awkward questions as to the value of an audience with 
this much time on their hands didn’t arise until later.

AND BACK IN THE REAL WORLD …
Interesting to note the comparison between two recent pieces of 

research at this point. Of the US $1234bn estimated as the total of 

Internet-generated revenue in the year 2002 by ActivMedia, Jupiter 

predicts a mere $6.8bn US will derive from on-line advertising.

ActivMedia quoted by Nua (www.nua.ie), Jupiter MMXI, 2001.

‘Some publishers are already turning away from the Web. The Wall 

Street Journal’s WSJ Online, which got 60% of its revenue from ad-

vertising in 2000, saw ad revenues slip by 30% in the fi rst 3 months 

of 2001. Dow Jones, its parent company, announced cutbacks to 

save $60m. Other media companies to slash their Web-based op-

erations include the New York Times and News Corporation.’

‘When Information is Worth Paying For’, Net Profi t Europe, 

May 2001.
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And the upshot?

For product marketers, who after all were ultimately paying for 
this unholy three-way marriage, the result was a disaster. Custom-
ers had to be relentlessly entertained, ‘lifestyle’ impelled and gen-
erally ‘relationship-managed’ with material irrelevant to, and dis-
tracting from, the task in hand. Unwieldy animations and baroque 
decorative motives typically greeted their arrival, and thereafter 
they were often obliged to endure an ever-expanding selection of 
aspirational material in the name of a spurious assertion of com-
munity. Advertisers or sponsors were then sought – initially with 
great success – to help pay for this expensive nonsense.

Post-mortem notes on the king …

Several things were fundamentally wrong here:

1      ‘Content is king’ ignores, indeed abuses, the value of the cus-
tomer’s time.

2      Anything at all that defl ects customers from the prompt ful-
fi lment of their purpose, attacks trust and value and ulti-
mately diminishes loyalty. The apparent exception to this 
rule in entertainment and games services immediately dis-
appears when we examine the customer’s purpose in visit-
ing these sites. They come to be entertained, play games or 
kill time. (In these environments, stickiness works for the 
customer.)

3      Digital markets, with the possible exception of interactive 
television, do not easily lend themselves to aspirational sell-
ing. They are task-based channels created for the fulfi lment 
of customers’ purposes. These purposes may include iden-
tifi cation with celebrities and staying abreast of fashion-
 driven markets as a form of entertainment, but rarely, for ex-
ample, the impulse buying of luxury goods, whose lure and 
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cachet are diminished in this context. (It’s no accident that 
would-be marketers of luxury goods were among the fi rst to 
suffer in the shakeout following the change of market senti-
ment in the spring of 2000.)

4      Audiences who have the time and inclination to hang around 
absorbing this irrelevant material are, unsurprisingly, the 
ones that are least likely to make purchases. They are, in fact, 
the ones that a more rigorous marketing discipline would 
have qualifi ed out of the sales process early on. Instead they 
are invited to hang out, slowing down the service for every-
one else both structurally (all this extraneous, irrelevant con-
tent) and technically (overloading the servers). Supporting 
endless audience participation is not a free lunch. The prob-
lem extends to the audience offered to advertisers. Are they 
really as valuable as all that, if they are only ever window 
shoppers and not serious buyers?

But on the other hand …

Contrary to the impression that might be created by the foregoing, 
information and therefore content is still a critical component of 
digital media. Information is what digital media handle best and, 
when it is intelligently applied to address customers’ needs and 
fulfi l their purpose, it enables the entire interaction. Without it, 
most contact is quite simply meaningless and most offers devoid 
of trust.

So what is the difference? Just this, information and relevant 
content used to support the customer’s essential tasks, to validate 
solutions and enlarge understanding and opportunities is the ser-
vant of the user, capable of imparting meaning, growing trust and 
creating value. Disjointed content that screams for attention does 
the reverse, denying meaning, undermining trust and destroying 
value.
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Community and meaning

Community sites such as iVillage, which are services dedicated 
to information, collaboration and support for social groupings or 
communities of interest who share common concerns, assign a 
healthy degree of meaning to digital environments. This arises 

CORPORATE GATECRASHERS AT THE 
COMMUNITY BALL
A home of real value on the Internet

For the advocates of ‘content is king’, a further distorting mirror is 

introduced by the drive for ‘community’. This critical component of 

user value was one of the earliest applications of the Internet, pre-

dating the World Wide Web, and countless forums and discussion 

groups now exist, covering every kind of subject and concern.

Most communities, especially those on Usenet, are predicat-

ed on real communities of interest and fi ercely reject commercial-

isation of their service. Some (such as those in the Parent Soup 

section of iVillage at the time of writing) do persist in a more com-

mercial environment, and this co-existence is comfortable wher-

ever real professional, medical, social or otherwise expert sup-

port can be exchanged, and where sensitivities and boundaries are 

carefully observed by entrants from business.

And it’s true that in these cases content really is king, but not 

the content that media owners want to pedal. No, this content is 

entirely provided by users, trusted experts or mandated modera-

tors. Thus (not least because in these environments customers are 

also producers) the ‘mutual assumptions’ we looked at earlier as 

lubricating meaning off-line, are actually very much present here, 

as are group-wide – and often fi ercely enforced – protocols. This 

means that the potential for both meaning and trust in these au-

thentic communities of interest is incomparably high.
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from two primary characteristics. First, depending on the breadth 
of focus of the service and the degree to which its users therefore 
share interests in common, a certain degree of prior understand-
ing and known ‘context’ can be assumed. Secondly, the users cre-
ate much of the content themselves, in discussion groups and fo-
rums and through posted reviews and messages; this creates a 
sense of shared ownership and values.

Having said that, many of the well-known community ser-
vices are fundamentally publishing ventures and suffer from 
some of the vices we have been examining: an obsession with vol-
ume, lack of clarity about boundaries and a reliance on advertis-
ing revenue, with all that that entails.

THE NEW ROAD TO MEANING

The information itself, hacked by neces-
sity into ever-smaller pieces, can no lon-
ger take its context with it. This creates 
work for the customer in establishing a 
suffi cient degree of relevance.

What’s the answer? You’ve already 
got it, actually. Meaning is brought back 
to the orphaned information in digital 
markets by its attachment to the tasks 
customers need to perform. Meaning 
here is no longer a fi xed attribute of in-
formation, it’s now a potential attribute 

whose missing chemical is the current purpose of the promiscu-
ous customer.

Only Modal Analysis, where the information is assessed, 
shaped and hung on a framework created from the potential pur-
poses and task sets of customers, can bring content, context and 
customer together to create value.

KEY POINT
It’s becoming very clear: unlike tra-
ditional media, the medium in dig-
ital markets intrinsically assigns 
little or no contextual or conven-
tion-based meaning to information. 
In fact, the nature of the medium 
tends to strip meaning away, leav-
ing information raw and out of con-
text.
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A CLOSER LOOK AT HOW TRUST WORKS

Generic trust issues

There are of course two generic trust issues without which any 
digital service cannot realistically trade. They are more than ad-
equately covered elsewhere, and we mention them here only in 
order to be able to move forward to more pertinent pastures. 
Clearly, security of transactions and credit, and security and pri-
vacy of customer data, are must-haves in any digital trading envi-
ronment.

It is worth noting in passing, however, that customers’ over-
all impression of the adequacy of these essentials is more often in-
fl uenced by basic usability concerns than by other, perhaps more 
technical, issues. In other words, a smooth and task-supportive 
experience does more to support this aspect of trust than shrill 
protestation or third-party verifi cation.

The critical role played by trust in digital markets

While the customer’s preoccupation – conscious or otherwise – 
with trust revolves essentially around the minimising of perceived 
risk through reassurance, we distinguish a number of  examples of 

AND BACK IN THE REAL WORLD …
W. W. Grainger, the huge US business-to-business supplier of main-

tenance products and spare parts, has invested heavily in integrat-

ing off- and on-line services to help customers make sense of its cat-

alogue of over 250,000 individual products. While the company’s 

enormous range has been doubled with the launch of its Web of-

fering, and the site’s navigation and search functions are carefully 

thought through, it still encourages customers to simplify their 

choices by consulting with its well-trained branch personnel.
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roles played by trust in the customer ex-
perience. Trust is, as we can see, in many 
respects a chameleon entity, contribut-
ing to navigation, risk reduction, deci-
sion enabling, generic reassurance, rela-
tionship building and so on.

The concept of ‘trustpoints’

So, how to deal effectively with this criti-
cal concern? We use an approach called 
‘Trustpoint Analysis’.

Customers’ trust requirements 
evolve over time. Initial reassurance, fol-

KEY POINT
Above all else, trust plays the fol-
lowing absolutely critical role in 
any digital market. It is the vehicle 
that moves a customer from the 
essential but transitional stage of 
‘generally positive brand experi-
ence and perception’, across the di-
vide of doubt, to taking action, to 
making a fi rm commitment, typ-
ically, but not invariably, in the 
form of a purchase. Trust, in other 
words, sorts the commercial wheat 
from chaff, sheep from goats.

HE SAID … SHE SAID …
‘To gain the loyalty of customers, you must fi rst gain their trust. 

That’s always been the case, but on the Web, where business is con-

ducted at a distance, and risks and uncertainties are magnifi ed, it’s 

truer than ever. On-line, customers can’t look a sales clerk in the 

eye, can’t size up the physical space of a store or offi ce, and can’t 

see and touch products. They have to rely upon images and prom-

ises, and if they don’t trust the company presenting those images 

and promises, they’ll shop elsewhere. In fact, when we asked Web 

shoppers to name the attributes of e-tailers that were most impor-

tant in earning their business, the number one answer was “a Web 

site I know and trust”. All other attributes, including lowest cost 

and broadest selection, lagged far behind. Price does not rule the 

Web; trust does.’

‘E-loyalty: Your Secret Weapon on the Web’, Harvard Business 

Review, July/August 2000.
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lowed by consistent performance, paves 
the way for trustpoint support to pro-
vide reassurance and introduce pledges 
that reduce barriers to customer progres-
sion. The reassurance required therefore 
changes as experience develops.

At each stage in this cycle custom-
ers will have different needs:
•   for task support;
•   for reassurance;
•   for information and usage support; 

and
•   to minimise complexity.

These concerns need to be met with 
clear, optional provision and are not suc-
cessfully addressed by complicating the 
access process and putting ‘must view’ 
barriers in the customers’ path.

My loyalty to Amazon and Avant-
Go (for example) is fostered not by brand 
communications, but by an ongoing in-
cremental increase in value which is delivered at key trustpoints.

Equally, when only the less valuable customer types tend to 
be receptive to pushed marketing messages (just as the lonely con-
sumer on whom outbound telephone campaigns depend is big on 
time and short on company), how much resource can be reason-
ably expended here?

Trustpoints occur ever more frequently in contact cycles 
in digital markets, as communications and transactions occur 
both faster and more often. This is also happening because cus-
tomers are increasingly in direct digital contact with suppliers: the 

KEY POINT
Trustpoints are those typically 
small yet critical events in the cus-
tomer contact cycle, where trust (in 
this case an ‘inclination to com-
mit’) is either grown or eroded. It 
is impossible to overestimate their 
importance in digital markets. They 
offer to the business the chance (in-
deed the inevitable duty) to exercise 
the appropriate trust drivers in an-
swer to the customer’s question.

Trustpoints exist independently 
of brand communications, and 
while the customer’s brand loyalty 
can certainly be massaged upwards 
by non-interruptive and non-disso-
nant communications, woe betide 
the company whose claims are not 
met or ideally exceeded in the digi-
tal marketplace.
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 corresponding decline in the number of intermediated experience 
tends to create a more “raw” encounter that is unbuffered.

In other words, risk – perceived or real – is heightened, and 
the user can also feel isolated and in a more defensive stance.

THE BASICS OF TRUSTPOINT ANALYSIS

‘The 10 Rs’ – key trust drivers in digital markets

When a customer’s contact cycle with a business leads her to a 
trustpoint, a question is asked of the business, a question that’s 
loaded in the sense that a correct or relevant response automati-
cally grows trust, while the opposite either erodes or destroys it.

AND BACK IN THE REAL WORLD …
‘Another exemplary company that uses trust as the foundation for 

loyalty is the Vanguard Group. The fastest-growing mutual fund 

company over the past decade, with more than $500 billion in as-

sets currently under management, Vanguard has poured over $100 

million into the development of its Web site. Unlike many of its 

competitors, Vanguard doesn’t use the site to hype its products. 

Rather, it uses its on-line presence to inform and educate its cus-

tomers – even when that means leading them away from a pur-

chase. When you click through Vanguard’s pages, you are often 

warned against investing in certain funds …

‘… eBay used the unique capabilities of the Web to establish 

and enforce rules of engagement. Buyers and sellers rate each 

other after every transaction, and the ratings are posted on the site; 

every member’s reputation thus becomes public record.’

‘E-loyalty: Your Secret Weapon on the Web’, Harvard Business 

Review, July–August 2000.
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So we must turn to the customer’s contact cycle with the 
business, to identify, analyse and manage those behaviours which 
support and build customer trust (see Fig. 5.1).

These, we believe, are the ten sine qua nons for building trust 
in digital markets. (Note that, while perhaps irritatingly they all 
begin with ‘R’, relationship does not appear here!)

In approximate order of encounter:

 1    Reputation. (Company X are ‘nice people to do business with’ 
and carry appropriate endorsements. They seem to be stand-
up citizens and they keep good company in their alliances 
and suppliers.)

 2    Reassurance. (Company X are proactively clear with me about 
issues that concern me, and treat my concerns seriously.)

 3    Respect. (Company X don’t bombard me with inappropriate 
marketing messages or offers – they speak when they’re spo-
ken to.)

 4    Response. (Company X act and react quickly and decisively, 
from the initial interface right through to delivery.)

 5    Responsibility. (Company X look after my needs right through 
the process.)

 6    Recognition. (Company X use my information to help me get 
what I want, not to make me do what they want.)

 7    Reliability. (The service of Company X worked for me last 
time, it works today, it’ll work even better tomorrow.)

 8    Reward. (Company X reward loyalty, patience, hanging in 
there with service problems etc.)

 9    Rest. (Company X know when to give it a rest!)
10    Repetition. (Now do it again! But better …)
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HOW MEANING AND TRUST PLAY OUT 
IN DIGITAL MARKETS

Upon fi rst entering a digital space, a customer’s fi rst requirement 
is generally to fi nd answers to two simple questions: ‘So what?’ 
and ‘OK, what’s in it for me?’ We’ve already looked closely at cus-
tomer mode, and it’s mode that determines just how these ques-
tions are asked, and therefore need to be answered.

To understand the sequence, we need to examine how the 
various infl uences interact. The customer encounter progresses 
through identifi able stages of need for:

•   the discovery of meaning;
•   the building of trust;
•   the experience of value; and
•   the formation of commitment, which is independently rein-

forced as tasks are assigned to automation.

These do not supersede each other, rather they co-exist through-
out the cycle, each building on the foundation laid by its predeces-
sors. Figure 5.2 captures these progressive stages, in the same way 
that we previously showed the Cycle of Engagement for mode, 
relevance, engagement and integration.

Progress of user engagement

First
encounter

Initial
exploration

Comfort &
familiarity

Engagement
& feedback

Inclusion
in value
system

Moving
on

Associated user concerns:
Relevance
Trust

fundamentals
Time risked in

learning
Peer views

Suitability/fit
Reassurance
Recognition
Simplicity

Reliability
Responsiveness
Respect

Respect
Responsiveness
Convenience
Time saving
Fun

Rest
Responsiveness
Reward
Reliability

Respect
Recognition

Fig. 5.1 Evolving trust requirements as user engagement changes. (Note that the need 
for these elements of trust support of course varies, according to the customer’s 
familiarity with the environment.)
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The ‘Cycles of Customer Experience’ tool

The two cycles of engagement and perception connect through-
out the process, constantly feeding each other (Fig. 5.3).

1      Starting with the Cycle of Engagement (the inner cycle which 
describes the customer’s direct encounter with the space):

2      As mode is – we hope – met with an adequate degree of rel-
evance …

3      … the experience begins to increase the degree of meaning 
achieved in the mind of the customer …

4      … which in turn triggers the beginning of trust.
5      As relevance ‘crystallises’, and becomes accepted …

Fig. 5.2 The Cycle of Perception, commencing from meaning and trust and leading to 
the discovery of value and finally to commitment. Note that theoretically over time 
the automation cycle at the left will enlarge, as the customer commits to a greater 
number of automated services.

Meaning
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6      … the encounter moves ahead on the cycle …
7      … to enable the start of engagement as the customer begins to 

use the service to execute her tasks.

Satisfactory engagement and reinforced trust together pave the 
way for the delivery of value. (Note that this analysis is equally 
applicable to the overall customer contact cycle and to a unique 
customer session in the space.)

Most interestingly, given our earlier questioning of CRM, it is 
at this point (and not a moment before) that the customer’s experi-
ence of value encourages her to consider assigning certain tasks 
and/or task sets to the space, as automated functions. At this inte-
gration stage, she confi gures the desired services, setting thresh-

Fig. 5.3 The complete Cycles of Customer Experience (the inner Cycle of 
Engagement and the outer Cycle of Perception) and their dynamic relationship in 
building meaning, trust, value and ultimately commitment in the customer.

Meaning
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olds and other personal requirements, thereby establishing the 
basis for the paradoxical ‘unconscious loyalty’ we look at below. 
We call this the stage of commitment, and its self-reinforcing char-
acter is the Holy Grail of successful players in future digital mar-
kets. But we can never sit back on our laurels: each new mode that 
our customer brings to the service needs to be met with the same, 
careful escalating cycle.

MEANING AND TRUST REVISITED – 
HOW IT SHOULD BE …
A better banking experience for Christopher

You’ll remember Christopher’s brand-eroding experience with his 

bank’s Internet service, WebWonga, how it directly attacked his 

support for, and loyalty to, the bank’s brand through its failure to 

observe the importance of meaning and trust.

How would a positive experience in WebWonga shape up 

in contrast, where the imperatives of meaning and trust are sup-

ported by the adoption of Modal Analysis?

Using our merged Cycles of Customer Experience, we can 

walk with him through a different experience that, through the 

bank’s recognition of the need for support of meaning and trust, 

not only satisfi es his primary purpose, but sets the scene for an im-

proved service to Christopher, and (while we’re, as you will have 

gathered, suspicious of the term ‘loyalty’) goes some way towards 

strengthening the relationship too. So, referring closely to Fig. 5.3:

Christopher’s mode upon approaching what we’ll call the 

WebWonga ‘space’ (we’re keen at this point to begin to extend 

our thinking beyond Web sites) for the fi rst time in earnest after 

his change from the PC-based service, can be described under our 

three subheadings of mode.

His purpose is, for the sake of this example, to pay some bills 

online. Note that he may, having entered the space, develop one or 
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more secondary or indeed unrelated purposes, but at this point we are 

describing his primary purpose, which as you’d imagine determines 

whether or not the space delivers any kind of immediate satisfaction.

His environment is at home working on his laptop through a 

dial-up account (although note that he will be seeking eventually 

to perform some of these types of task through his PDA).

His context is that he has made the decision to solve an ‘off-

line’ problem – that of paying some bills – using a digital facility. 

Note that he’s also a new user of the service.

For the initial stage of Christopher’s contact to be adequate, 

therefore, he needs an environment that supports relatively low 

bandwidth (but equally is not totally stripped down), that offers 

both generic and more task-specifi c learning and FAQs (without 

necessarily forcing him to jump through these hoops – remember 

that he’s a confi dent Web user), and that is able to recognise early 

in the session that his purpose is that of seeking to pay bills.

A clear and early ‘recognition’ by the system of Christopher’s pri-

mary purpose, that is demonstrated by the provision of support for the en-

tire task set derived from that purpose (using one device across the whole 

set) and that also refl ects his status as a new user, contributes hugely to the 

provision of an early experience of ‘relevance’; that in turn enables Chris-

topher to rapidly make sense of the environment in terms of his purpose.

In other words, this early experience with WebWonga has en-

abled a high degree of meaning. Note also that there has been no 

promotional aspect to the experience so far, no extraneous adver-

tising (targeted or otherwise) or product offers.

The enabling of meaning therefore builds into the enabling of an 

embryonic trust.

Christopher can now proceed with confi dence to perform the 

task set which his purpose has determined, and because the bank 

has done its Modal Analysis work in a diligent fashion, he’s able to 

complete the payment of three bills with ease.
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And here’s where the notion of ‘stickiness’ makes a brief re-

appearance in a far more acceptable form. Having built a mini-

platform of meaning and trust, and having also engaged with the 

service by executing a coherent purpose, Christopher will (either 

during this session or a future one, or indeed both) be far more dis-

posed to explore the WebWonga space for other services that may 

be of interest to him.

In other words, he is moving into the stage we call (and check back 

with the Cycles diagram here if you need to) ‘engagement’, and his experi-

ence is now creating real value for him.

In the course of the satisfactory performance of the task set 

involved in paying his bills, and later in his less focused explora-

tion of the WebWonga space, Christopher will have been offered 

the opportunity to have the bank automate some or all of the tasks 

he’s been performing deliberately. To take a simple and familiar 

example he can, with some simple confi guration work, set up di-

rect debits for two out of the three utility bills he’s just paid.

So the meeting of Christopher’s needs in terms of meaning, 

trust and value, using the technique of Modal Analysis, sets the 

scene for the Holy Grail of customer relationships in digital mar-

kets.

By assigning – at what we call the stage of integration – certain 

key tasks to the bank (and of course this is likely to increase further 

as time passes, assuming a generally satisfactory contact cycle with 

WebWonga), he is establishing – and note that it’s the customer who 

does this, not the business – a commitment to the relationship with 

the bank that goes far deeper than what can be achieved with any 

CRM program. This, if you like, is Customer-Managed Relationship 

(or C-MR).

Take a second here and refl ect that this powerful endgame 

has been made possible only through the approach of Modal Anal-

ysis.
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‘Unconscious customer loyalty’ in digital markets

A paradox that we have uncovered during the process of writing 
this book is that, while a central element of brand loyalty in tradi-
tional marketing is considered to be share of mind (for example, a 
customer’s consciousness of the brand at the key moment of com-
mitment to purchase), in digital markets the communications that 
typically derive from the old-marketing approach are interrup-
tive and lacking in relevance, therefore brand-erosive.

Extraordinarily, at fi rst sight, loyalty in digital markets is 
crystallised when the customer moves around the cycle (see Fig. 
5.3 above) from the satisfactory experience of engagement to the 
critical decision to integrate one or more of a space’s automation 
services. This critical stage being discernible when, for example, 
the customer assigns a series of key tasks to the system, and sets 
the various thresholds required for the system to perform these 
tasks on his behalf.

The progressive nature of the engagement bears emphasis. 
Only after one or more experiences of ‘having been recognised’ 
by the marketspace, of having had his specifi c current mode met 
with meaningful relevance, and from there having been enabled 
to comprehensively execute the task set that derived from that 
mode, are the customer’s experiences of both value and trust suf-
fi ciently high to support the assignment of work that can be auto-
mated in the future.

How interesting and how paradoxical that, with both value 
and trust being arguably higher than ever before in digital mar-
kets, the ultimate expression of loyalty is to consign – almost to 
dismiss – key interactions to the unconscious mind of the ma-
chine. This is the very opposite of mindshare, yet surely far more 
powerful.
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TO SUMMARISE

•   While off-line conventions as applied to traditional media sup-
port a reasonably high degree of meaning, these protocols have 
yet to be established in digital markets, placing the onus on 
customers to work harder.

•   The commonly-held notion ‘content is king’ has brought about 
extraordinary and far-reaching strategic errors in the develop-
ment of digital channels.

•   This fantasy has been carried forward with vigour by media 
owners, advertisers and advertising-driven businesses.

•   This in turn has caused marketers to entirely lose focus on real 
customer needs, and equally depleted the value of digital ser-
vices to customers, by withholding support for the execution 
of tasks in the interest of delivering brand exposure to adver-
tisers.

•   This disaster can be repaired only through a rigorous focus 
on customer mode, where information is attached to purposes 
and tasks to achieve maximum relevance and support.

•   The issue of trust in digital markets is huge, and closely in-
tertwined with that of meaning: going beyond the traditional 
trust concerns, we must examine the entire customer contact 
cycle with the business – using the approach we call Trustpoint 
Analysis – to ensure that customer needs are anticipated and 
met at each stage.

•   The true nature of the customer’s cycle of encounters with the 
digital business shows how Modal Analysis enables the deliv-
ery of value, and supports the potential for a new kind of loy-
alty. This loyalty is expressed when the customer assigns cer-
tain key tasks to the business for automated performance on 
his or her behalf.
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•   This produces the paradox of ‘unconscious customer loyalty’, 
where the brands to which the customer is most loyal will tend 
over time to be those with which he or she has a diminishing 
range and number of encounters.
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‘That’s the most important piece of evidence we’ve heard yet,’ said the 

King, rubbing his hands; ‘so now let the jury – ’

 ‘If any one of them can explain it,’ said Alice, (she had grown so large 

in the last few minutes that she wasn’t a bit afraid of interrupting him) 

‘I’ll give him sixpence. I don’t believe there’s an atom of meaning in it.’

C H A P T E R  6

Taking Stock

A SUMMARY OF THE DISCUSSION TO DATE

At this point we pause and review our conclusions. In the fi rst fi ve 
chapters we have contended the following:

Customers are a problem …

•   Customers have come to expect unprecedented levels of ser-
vice in digital markets as a substitute for human contact: they 
have become fi ckle, promiscuous customers.

•   The current lack of any convincing support for the creation of 
meaning in most digital services, and the consequent onus on 
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the customer to do much of the work, destroys trust and with 
it loyalty.

•   CRM is no substitute: it can reinforce loyalty, but it cannot 
 create it.

Brands are also a problem …

•   Neither can traditional branding compensate in the digital en-
vironment: the encounter is too immediate and too unmedi-
ated for any adequate form of meaning to be conveyed under 
the banner of simple identity, or through lifestyle association.

•   In this environment, the brand is experienced primarily 
through the mechanics of the interaction and, as it is created 
and recreated in the experience of each contact, the customer in 
a very real sense ‘owns’ it and judges it.

•   Furthermore, the limitless ways in which the brand can be 
encountered by customers in, for example, the multitude of 
search and reference sites, are largely out of the owner’s 
 control.

There are few sustainable business and revenue models …

•   If the interaction between customer and brand in the current 
digital environment is unsatisfactory, the constraints for com-
panies doing business are often worse.

•   The transparency of the market, coupled with the prevailing 
focus on business effi ciency, has led to a transaction cost driven 
model of the value added, increasingly focusing the customer 
on price, and often price alone.

•   This focus commoditises everything on offer, stripping value 
from differentiated products, and ensuring that, for most ven-
dors, scale, reach and operational effi ciency are the only avail-
able strategic levers.
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•   Despite some remarkable success stories among focused niche 
providers, most of the new ‘business models’ bear witness to 
these fundamentals …

•   … and, in the end, value is not added for customers: far from 
it, the separate silos of information and islets of relevant prod-
uct, constantly frustrate their larger purpose. Value is in fact 
diminished.

A new world of customer purpose

•   The problem arises in part from a core misunderstanding 
of customer expectations and experiences in digital markets. 
Such markets are not like supermarket shelves where products 
compete to attract attention and advertise their virtues: they 
are, with the exception of entertainment, intensely demanding 
and dry, task-focused environments.

•   In this impersonal interaction, anything that stands between 
the customer and the achievement of her purpose creates a dis-
sonant experience that quickly undermines the perception of 
relevance and destroys trust. Marketing messages in this con-
text are rarely welcome suggestions, more often destructive in-
trusions.

•   Customers’ real needs and expectations are driven by their 
overall purpose, as well as by their current activity and envi-
ronment at the time of the encounter.

The critical benefits brought by Modal Analysis

•   We have defi ned this context-dependent information as the 
customer’s mode. To better serve our customers in digital mar-
kets, we need to understand all their various modes of interac-
tion and the task sets that they give rise to, in order to service 
their full value chain.
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•   Equally critical for the understanding of mode, is the context 
created for the service and for the fostering of trust.

•   Without a suitable contextual framework, the customer has to 
work hard to interpret the content, and to contrive meaning 
and trust. A high volume of information that is unrelated to 
the task set, is just as effective in destroying relevance as ‘off-
mode’ communication.

•   Trust is realised through a much more complex web of experi-
ences than are embodied in the now-familiar concerns regard-
ing security and privacy. Important as these are, it is through 
the support, validation, choice and respect that the service pro-
vides, in the minutiae of the experience throughout the interac-
tion, that lasting trust is built.

•   When a customer’s mode of interaction is fully and consistent-
ly met with relevant information and support, a progressive 
cycle of engagement is triggered whose success is complete 
when she becomes willing to entrust elements of the task set 
to the system for automated handling. The outcome is not so 
much loyalty (displayed through conscious choice) as integra-
tion into the customer’s life (manifest in unconscious trust).

•   In summary, the customer must be supported through her 
cycle of need from discovery of meaning and establishment of 
trust, through the realisation of value, and into the fi nal phase 
of commitment.

AND THE CONSEQUENCES FOR BUSINESS?

The implications of customer purpose

•   For organisations seeking to utilise digital markets for purpos-
es other than providing a no-frills source for entertainment 
or commoditised goods and services, the complexity of the 
customer interaction and the requirement to support meaning 
and trust raise questions about the appropriate form and struc-
ture of the service organisation.
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•   Signifi cant conclusions to be drawn from the above analysis 
include:
1   Most interactions are part of a substantial chain of activi-

ties that will be required to fulfi l a single customer pur-
pose. Simply servicing a small step in any of these chains 
creates fragmentation, entailing work for the customer and 
increasing frustration.

2   Satisfactory experiences arise when each step of the cus-
tomer’s exploration is met with relevant information and 
advice that don’t require additional work to locate and vali-
date.

3   Long-term value and regular use depend on the perception 
that a whole range of task sets, that meet conceivable pur-
poses within a coherent domain of concern, are met by the 
service.

4   Over time, customers will migrate to services that provide 
the greatest coverage of those domains of concern of most 
relevance to them, and that simplify the handling of essen-
tial tasks.

5   Once a potential product or service that meets some com-
ponent of the customer’s need has been identifi ed, several 
further consequences arise if trust is to be preserved;
• Neutrality: a full range of the relevant and available 

products or services must be provided, not merely a sin-
gle proprietary brand.

• Support: the customer must have access to and assistance 
with all likely confi gurations.

• Trust services: trustworthy, independent recommenda-
tion and validation must be available.

• Community: communication and collaboration with oth-
ers sharing the same concern must be supported.

• Service: the experience of order fulfi lment, delivery, in-
stallation and ongoing service must be satisfactory.
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• Flexibility: responsiveness to the customer’s varying 
modes of engagement.

• Extension: recognition that the customer’s concerns do 
not cease to be important, and have consequences when 
they are not actively engaged with the service or using a 
purchased product.

So what needs to change?

•   An extended service model is implied, one that caters for the 
whole range of relevant customer concerns, and within which 
external contributors of expertise and validation provide criti-
cal components.

•   Effective digital markets that embrace real customer concerns, 
are in effect platforms for services. Product sales are essential-
ly incidental to satisfying larger purposes, and the decreasing 
margins in product sales make adequate profi tability from this 
source alone unlikely.

•   To exploit this phenomenon effectively, companies will need 
to learn to devise and support reliable service offerings that 
customers are willing to pay for.

•   The more these services enable the reduction of work for the 
customer through automation, the more commitment is fos-
tered and the loyalty objective of companies is met.

AND THE IMPACT ON COMPANIES WHO WISH TO 
PARTICIPATE?

•   These outcomes are more congenial for some organisations 
than others.

•   They tend to confl ict with the revenue and profi t maximisa-
tion objectives of commodity product and service companies 
because:
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•  the additional costs of expertise, validation and services 
tend to increase the cost of sales;

•  they imply (anathema to marketers) equal provision of at-
tention to competitive products;

•  and (anathema to salesmen) a need to invite third parties to 
arbitrate in a fi nal buying decision.

•   Others however, especially companies whose information, 
knowledge and expertise support relevance and meaning, and 
who may form the foundation for appropriate services, will 
fi nd the new environment more congenial.

•   Essentially, core strategies need to focus not on a targeted mar-
ket segment, so much as on the key drivers of customer con-
cern, accepting that those concerns generate purposive be-
haviour, that is common to a broad collective that cuts across 
market segments.

•   Enterprises need therefore to provide the means to encourage 
the progressive maturation of the relationship into uncon-
scious commitment, rather than relying on attempts to mas-
sage loyalty through insistent marketing communications.

INTRODUCING THE MARKETSPACE

•   In the coming chapters, we explore what we call the market-
space, a confi guration of components that fully satisfi es cus-
tomer modes of interaction in most potential digital markets, 
by providing a platform that meets the needs for:
•  the provision of relevant and credible information integrat-

ed into the service;
•  ready availability of independent expert advice and learn-

ing;
•   external support of trust in the form of various author-

itative validating services (a form of third-party certifi -
cation) …
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•  … and internal support of trust in the form of completeness 
of the offer and the backup of expert or user reviews;

•  (increasingly) for ways to communicate and collaborate 
with other customers and interested parties; and

•  simplifi cation of the customer task set through automation 
of repetitive and critical tasks.

•  Critically, marketspaces provide a 
paradigm for independent product 
or service providers to co-operate 
with sources of information, exper-
tise and validation.

•  They are marked by their compre-
hensive nature – meeting all reason-
able needs across the set – and their 
clear ‘remit’. As we shall see, while 
a certain amount of fl exibility in the 
boundaries of a marketspace is es-
sential, it cannot expand far beyond 
its recognised bounds without los-
ing defi nition and meaning.

• Having explored the characteristics of marketspaces and some 
of the trends that are fostering their creation, we will turn 
our attention to the implications for participating businesses. 
Chapters 8 and 9 explore the roles that marketspaces require, 
some of the benefi ts that different businesses might obtain, and 
the various implications for relationships and business strat-
egy.

• Finally we will be looking at some current and future trends 
in an attempt to divine the future locus of real value for the 
customer, and therefore for the business, and the prospects for 
adoption of workable models for digital markets.

KEY POINT
The essential characteristics of a 
marketspace mean that the value 
lies in the context of use, and is 
enhanced by accessibility and fa-
miliarity. The dimensions of com-
petition now change, and the core 
driver is the provision of support 
for purposive activity rather than 
minimisation of transaction costs.
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‘Now, if you’ll only attend, Kitty, and not talk so much, I’ll tell you all 

my ideas about Looking-glass House. First there’s the room you can see 

through the glass – that’s just the same as our drawing room, only the 

things go the other way.’

C H A P T E R  7

The Marketspace – a New 
Paradigm for Value

IN THIS CHAPTER WE LOOK AT

• the key generic components of marketspaces;
• the critically different customer experience in marketspaces, 

with a detailed worked example;
• how Modal Analysis and marketspaces will connect and work 

together;
• how marketspaces will thereby solve the three problems of 

‘silo syndrome’; and
• a broad summary of the benefi ts to key business types that will 

be conferred by this new paradigm.
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THE MARKETSPACE CONCEPT

We’ve recognised that the Commoditised Internet contains little 
of value for either businesses or their customers, and is therefore 
unsustainable for most purposes and needs to evolve into a new 
value-based model.

It is, we contend, only by offering task-based meaning, trust 
and thereby ultimately value, that businesses in digital markets 
will achieve anything approaching the kind of success and loyalty 
they seek in this highly critical and emotionally neutral environ-
ment.

We’ve concluded that the successful trading model in digital 
markets will need to accommodate a range of information, exper-
tise and validation components, that it must provide additional 
support for trust by offering a complete range of products, and 
that an extensive range of services is essential. And we have sug-
gested that successful models might take the shape of what we 
are calling ‘marketspaces’. These will in essence be highly fl ex-
ible, truly customer-focused vehicles for positioning the various 
types of participating businesses optimally to deliver, and there-
fore reap the most value from, the task sets that the customer 
needs to execute in digital markets, derived from their current 
purpose, and expressed in their current mode.

Marketspaces will share many common features and similar 
components. They will be differentiated through their vision and 
focus, and the way in which they deploy their components in pur-
suit of value.

Building on the additional components that we loosely iden-
tifi ed in the summary that concluded Chapter 5 as required to 
support the customer task set and foster meaning and trust, we 
can identify the major generic elements that will typically play 
roles in all marketspaces.

Figure 7.1 captures these generic components.
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Identifying marketspace components

The following descriptions identify and distinguish the separate 
elements and indicate their contribution.

Information
The directories, reports, research, statistics, data, product and ser-
vice listings, news, features and archive components that provide 
the raw material to inform structured tasks or queries.

Certification services
Externally validated certifi cation and other authentication servic-
es, including public keys, credit ratings and guarantees, insur-
ance, review and rating services. They are the external guarantors 
of trust for the service.

Information           

Expert advice 

& learning

Collaboration

systems

Automation 

services

Communications

Trust 

resources

Knowledge

base, FAQs

etc.

Core 

transaction 

& service 

facilities

Boundary of

Marketspace

Relevance Engagement Integration

Products &

services

Certification

services

Fig. 7.1 The generic components of marketspaces, (showing their correlation with the 
steps of the Cycle of Engagement).

Relevance Engagement Integration
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Expert advice and learning
A generic name for the market-specifi c advice, structured learn-
ing, expert systems and internal and external consultation servic-
es that are provided to help customers.

Knowledge base and FAQs
The accumulated responses of the company and customers to en-
quiries of all sorts and the discussion threads generated, collected 
to provide a searchable resource for all users.

Products and services
A collective title for products of all kinds, fi nancial and other ser-
vices (other than integral components of marketspace facilities) 
and subscriptions that are relevant to and made available through 
the marketspace.

Trust resources
The trustpoint support provided by the market owner, ranging 
from security and encryption, through personal data access and 
revision, to step-by-step guidance and support for identifi ed trust 
components of the task set, or to validation of information and 
knowledge.

Core transaction and service facilities
Marketspaces must support a full range of confi gurable transac-
tion and account management facilities, which may also include:

•   bid and offer systems;
•   auctions;
•   requests for tender;
•   demand aggregation applications;
•   request for quotation facilities;
•   enablement of purchase on or through appropriate exchang-

es;
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•   hedging and other risk-reduction facilities;
•   purchase fi nance;
•   management of accounts within the marketspace, especially 

those based on subscriptions or small incremental payments 
used to support automated services; and

•   support for micropayments (sums smaller than a credit card 
can be used for).

Search engines, appropriate fi nancial analysis tools, and a range 
of fulfi lment services are also required.

Automation services
The core additional value-adding components of the marketspace 
lie in automation, embodied in three service types (all confi gured 
by customers, and where appropriate, built in response to cus-
tomer needs):

•   Simple, mass-customised digital services such as e-mail news-
letters, product release notifi cations etc.

•   Enhanced customer facilities including a wide range of indi-
vidual organisational tools (diary, fi ling and storage facilities, 
account aggregation), more complex ASP services and expert 
systems for decision support and personal business manage-
ment. These are included under automation services because 
automated notifi cation, management and synchronisation fa-
cilities greatly enhance their value to customers.

•   Automated services ranging from fully automated facilities 
 independently executing commands dependent on trigger 
conditions, to partially automated services requiring user in-
tervention or approval.

Collaboration systems
Peer-to-peer and distributed computing features shareable among 
market members, the trust resources needed to warrant them and 
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any required transaction enablers. This may include synchronous 
fi le sharing, conferencing and collaborative document and pic-
ture creation tools, as well as asynchronous direct search and dis-
covery tools, discussion groups, notifi cation and reminder servic-
es and shared transaction facilities. Trust resources may include 
moderators, automatic screening and user ratings.

Communication systems
Voice (and video) conferencing, instant messaging, chat rooms, e-
mail conferences and so on.

As suggested above, the signifi cance and confi guration of 
these facilities will depend on the industry domain in which the 
marketspace functions and on its focus, its vision and the specifi cs 
of its differentiation from other similar services.

HOW MARKETSPACES WILL PLAY OUT FOR 
CUSTOMERS

The Commoditised Internet revisited

We noted a range of frustrations experienced by customers in dig-
ital markets in Chapter 3, ‘What’s Wrong with the Internet?’.

While the majority of these emerged as in one or more ways 
compromising to meaning and trust, and while we have recog-
nised that Modal Analysis can pre-empt many such problems, we 
can now review how marketspaces with the full range of facili-
ties will be able, as a paradigm for successful future digital busi-
ness, to break through these challenges to create real and repeat-
able value for customer.

We talked about the digital customer (outside the entertain-
ment model) as being primarily focused upon solving problems. 
In this setting, the accommodation – above all else – of the cus-
tomer’s current purpose within the overall area of interest, and 
the task sets that derive from that purpose, are the central deter-
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minants of the attainment of meaning, trust, value and, perhaps 
over time, commitment.

How then will marketspaces deliver, where the Commodi-
tised Internet so visibly fails?

A WORKED MARKETSPACE EXAMPLE: ‘GOKIDS’
The ‘GoKids’ marketspace

GoKids is a marketspace in the childcare fi eld, created to serve 

both the end consumer (typically parents) and business users 

such as childcare professionals and teachers. Here we unpack 

this sample marketspace to examine all of its key elements and 

 dynamics.

Typical customer types

Let’s work with our two customer types, Christopher and Janet; 

we’ll reintroduce them briefl y. Christopher you may recall is  a de-

signer, and the divorced parent of a 13 year-old son. Janet is also a 

parent and teaches science in a large public school.

Christopher’s concerns and purposive activities

Christopher will typically come to GoKids for assistance with the 

following parental concerns for his child:

•  health (both prevention and cure) and safety;

•  development (physical, mental and spiritual); and

•  ‘best practice’ in parenthood.

He will enter the GoKids Marketspace with these types of purpo-

sive activity in mind:

•  to source reliable and trustworthy, expert, child-specifi c advice;
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•   to get rapid and clear solutions for ad hoc ‘emergency’ issues …

•  … including ‘Finding the Right Trusted Local Resource’;

•  to get assistance with product and service specifi cation;

•  to confi gure and purchase various products and services;

•  to confi gure and use various news and offers services, including 

personal concerns such as food allergies;

•  to contribute to – and get information from – various trusted 

‘community recommendation’ services (especially nannies, 

schools, other sensitive concerns);

•  to contribute to – and get information from – a ‘community con-

cerns’ forum (emotional problems, abuse, addictions etc.);

•  to access a parent support helpline;

•  to hold dialogues with experts of various kinds; and

•  to set up a diary of school-related events that will provide auto-

mated reminders of his obligations.

Janet’s concerns and purposive activities

Janet’s concerns will in many instances mirror those of Christo-

pher, but there will also be some professional issues that are par-

ticular to her business, such as risk support and professional ‘best 

practice’.

In her professional capacity she may also enter the GoKids 

marketspace with these types of purposive activity in mind:

•  to gain access to CPD and e-learning support;

•  to participate in – and get support from – industry lobbying 

groups;

•  to participate in – and get support from – special issue-based 

groups;

•  perhaps to utilise a recruitment service to contact potential staff; 

and
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•  to locate teaching aids and materials or confi gure automatic 

notifi cations.

Some generic examples of purposive activity that Christopher or Janet 

may wish to carry out

From the above, brief analysis we can derive some generic purpo-

sive activities that the marketspace must support:

•  Get ‘offi cial’ advice (e.g. from qualifi ed experts). Typical task 

sets might include:

    • looking to answer a specifi c question; and

    • looking to explore an area of concern.

•  Get ‘emergency’ help, typical task sets might include:

    •  checking what specifi c symptoms, or behaviour, in a child 

could mean;

    •  urgent seeking of specialist (obviously some types of emer-

gency may require the ambulance …

    •  … although as monitoring technologies evolve, this currently 

very high concern mode will be able to be catered for automati-

cally).

•  Obtain a recommendation or trusted opinion, typical task sets 

might include:

    •  checking up on quality, reputation of desired service; and

    •  looking for more general thoughts and ideas with regard to a 

possible need.

Marketspaces and Modal Analysis

Taking these generic activities and coupling them with the list of 

tasks supported by the marketspace that will have been derived 
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from Modal Analysis we can build a step-by-step task list for each 

activity (for more on tasks, see p. 92).

For example the activity ‘Get emergency help’ above might 

involve seeking a medical specialist. Completing the Modal Anal-

ysis for this task for a moderately experienced customer we might 

derive the following task sequence.

Tasks in order of performance for ‘seeking of a medical specialist’

1  Navigate to ‘emergency assistance’ in the ‘expert advice’ area of 

the marketspace.

2  Assess and compare specialists based upon specifi c mode (in-

cluding location).

3  Obtain trust satisfaction (e.g. on reputation basis) using expert/

community references.

4  Create trusted shortlist.

5  Create fi nal shortlist from trusted/approved pool.

6  Contact shortlisted specialists with requirement details.

7  Assess and compare initial responses.

8  Select fi nal candidate.

9  Open detailed dialogue about specifi c needs with fi nal candi-

date.

We can visualise these detailed tasks at a high level as a journey 

through the marketspace. Referring to our diagram of a market-

space, we can track the route through its resources that some of the 

task sets we identifi ed involve, as illustrated in Fig. 7.2.

Note that we have illustrated two activities, ‘getting “offi -

cial” advice’ and ‘reconfi gure automation requirements’ as having 
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two potential paths, one for new customers who use ‘information’ 

and ‘expert resources’ perhaps to fi nd their way around, the other 

for more experienced users who might approach the activity more 

directly. ‘Provide opinion’ by contrast will probably only be used 

by experienced users. Multiple potential paths are common and 

refl ect degree of familiarity as an element of the customer’s con-

textual mode.

Thus Modal Analysis reveals how marketspaces will actually 

be used. In turn, consideration of the marketspace components en-

sures that the analysis takes account of the full range of potential 

user resources. Even before we consider how it creates and main-

tains value, the marketspace confi guration encourages us to think 

holistically about the customer’s concerns.

Information           

Expert advice 

& learning

Collaboration

systems

Automation 

services

Communications

Trust 

resources

Knowledge

base, FAQs

etc.

Core 

transaction 

& service 

facilities

Contact

prospective

supplier

Get 

‘emergency’

help

Make known

purchase

Obtain

trusted 

opinion

Get ‘official

advice’ 

experienced

user

Provide

opinion

Reconfigure 

automation

requirements

Get ‘official

advice’ 

new  user

Products &

services

Certification

services

Configure

automated

service

Fig. 7.2 Typical customer routes across a marketspace, according to purpose.
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Beating ‘silo syndrome’ in marketspaces

Solving the three problems of fragmentation
Customers, as we noted in Chapter 3, currently experience a high 
degree of ineffi ciency and dissociation in the Commoditised In-
ternet, and this occurs across three dimensions.

1      The lack of support for purposive activity and coherent task 
sets, in the context of an ocean of information that largely 
fails to enable either meaning or trust, creates both extra work 
and extra risk for customers. They become single-handedly 
responsible for assigning their own meaning and trust to the 
information they encounter.

2      This problem is further compounded by the chasms of mean-
ing and trust that lie between the – often individually useful 
– offerings of diverse business models such as niche product 
marketers and portals. We described earlier the phenome-
non of ‘island-hopping’ between isolated chunks of value.

3      The plethora of channels and access devices (which will nat-
urally rationalise over time) tends to further encourage frag-
mentation of customer task sets, as customers are enabled 
(while at the same time restricted by the limitations of new 
devices …) to perform certain isolated functions without refer-
ence to a contiguous task set.

How will marketspaces address each of these issues?

The keystone of Modal Analysis
We’re assuming here that customers’ critical routes through the 
marketspace – i.e. the components they encounter and the order 
in which they do so, according to their purpose and the derived 
task sets – will be anticipated through the application of Modal 
Analysis techniques. It’s critical to grasp to what extent this ap-
proach will form the glue that pulls together what would other-
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wise be the familiarly fragmented elements of a customer experi-
ence, lacking either meaning or trust.

However, the Modal Analysis work alone does not guaran-
tee a positive experience – the following concerns also need to be 
addressed:

•   The degree to which the customers can clearly identify the 
focus of the concern or interest being addressed and the 
boundaries of what is encompassed. Lack of defi nition in these 
respects will destroy the ability to make sense of the offer and 
therefore the meaning of what is encountered.

•   The completeness of the offer and the neutrality of the advice 
and selection process.

•   The quality of its individual components and the manner in 
which they interact is also of course critical to the perceived 
value.

OTHER ESSENTIAL FEATURES OF MARKETSPACES
Focus

Marketspaces will address particular areas of customer interest or 

concern. They may be broad, as those dealing with health or do-

mestic matters would be, or relatively restricted, focused on classi-

cal music for example.

The focus may include more than one domain of user con-

cern. In the worked GoKids example above, Christopher uses it 

purely as a support to parenting, while Janet is additionally using 

it to support her professional concerns. For Christopher it lies in 

a personal domain we may call ‘childcare at home’ and includes 

relevant components from the related domain of healthcare. For 

Janet the coverage of a domain of her professional life, call it ‘child 

development and education’, may be as important, or more so 

(Fig. 7.3).
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Boundaries

Focus addresses one element of the identity of a marketspace, but 

identity, and with it meaning, can be undermined by lack of clarity 

about the scope of the service. Marketspaces will need to establish 

boundaries, as far as possible ones that are natural to the subject 

matter, and communicate these clearly to customers.

Completeness and neutrality

Nothing undermines the validity of a customer-centred service 

offer more quickly than partiality. For a marketspace to be accept-

ed and effectively carry out its tasks of making sense of the subject 

Fig. 7.3 Visualising domain and focus for marketspaces. Note that we have 
added a related marketspace ‘Early learning’ that may lie largely in the 
professional domain that is Janet’s concern.
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matter and reducing the information load on customers, reassur-

ance that, within reason, all aspects of the concern and all relevant 

products and services are available is essential. If the customer 

must look elsewhere to seek reassurance that they have the com-

plete background or the full range of solutions, the marketspace 

will have failed in a primary task (accepting that some customers 

will always want a second opinion does nothing to reduce the ob-

ligation).

Equally, observable bias, other than that expressed by inde-

pendent experts or supported by external, validating evidence, 

immediately undermines trust. Thus a marketspace must perform 

the diffi cult feat of balancing neutrality at the general, service level 

with the opportunity for suppliers to present their offers in the best 

light, once particular solutions have been identifi ed.

KEY POINT
Mode, marketspaces and getting beyond Silo Syndrome
Working through our three problems of fragmentation above:

1  The ‘extra work and risk’ experienced by customers in the 
Commoditised Internet are reversed: Modal Analysis enables 
the marketspace to facilitate the customer’s route across just 
those components that fi t the current purpose, and the compo-
nents combine to support the rapid attainment of meaning and 
trust. Note in particular the roles of ‘expert advice’ and ‘learn-
ing and trust resources’. (Refer to the worked example on page 
137, and also to Figure 7.2, to see step-by-step accounts of typi-
cal purposes and task execution.)
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TRUSTPOINT IDENTIFICATION (AN EXTENSION OF 
MODAL ANALYSIS)

Modal Analysis is a powerful method for establishing the critical 
tasks that customers must perform. On its own, however, it may 
fail to fully reveal the trust building requirements of the service. 
This is so because many of the types of reassurance that a cus-
tomer requires are optionally accessed: they do not lie on the main 
task path, but are made available as separate consultable resourc-
es as required. Forcing customers to view even critical trust re-
sources on every visit is counterproductive, indeed interruptive, 
defeating its own objective. So identifi cation of the critical trust-
points discussed and identifi ed in Chapter 5 needs a parallel, veri-
fying analysis.

2  The ‘island-hopping’ experience of the Commoditised Inter-
net will be replaced – again based upon Modal Analysis and 
quality of the components – with the delivery of a completely 
different type of encounter with the businesses within the mar-
ketspace. Quality offerings – exclusively of a highly relevant 
nature – will be met by the customer in a manner that addresses 
their current purpose, in a context that maximises meaning 
and trust: good for the customer, and of course ideal for busi-
nesses, who here will be optimally positioned to sell their ser-
vices. (It’s worth noting here, though, that not all marketers 
will be comfortable with this model of customer encounter – it 
can feel out of control, in that the customers comes to the brand, 
rather than the reverse.)

3  The ‘modal imperative’ of enabling coherent task sets to be ex-
ecuted as far as possible through one device type, across all rel-
evant marketspace components, will minimise the ‘fragmen-
tation of functions’.
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HOW MARKETSPACES PLAY OUT FOR BUSINESSES

We noted in Chapter 3 how almost all business approaches suf-
fer irretrievable problems of value in the Commoditised Internet. 
While certain of these models may survive in the future – assum-
ing they’re able to fi nd a context that enables meaning and trust – 
most will need to reassess their strategies dramatically in order to 
benefi t at all from opportunities in digital markets.

TRUSTPOINT IDENTIFICATION IN ACTION
Trustpoint identifi cation is approached by listing the individual 

steps of the task sequence and assessing the need for supporting 

trust features. Table 7.1 provides an introduction to the technique 

for the hypothetical purpose within the GoKids marketspace that 

we explored earlier, ‘seeking urgent help from a medical special-

ist’.

Tasks in order of 

performance

Component 

employed

Is this a 

Trustpoint?

Trust Resource 

provided

Navigate to ‘emergency 

assistance' in the Expert Advice 

area 

Expert system within 

Expert Advice
Y

Fast navigation (Recognition of 

purpose)

Certification of information 

source (Reputation of service)

Assess and compare specialists 

based upon specific mode (incl. 

location)

Directory of experts and 

location tools

Trust satisfaction (e.g., on 

reputation basis) using 

expert/community references

Trust resources & 

Knowledge base
Y

Independent certification of 

qualifications and customer 

experience (Reputation and 

Reassurance

Create trusted shortlist

Shortlisting and 

bookmarking tolls from 

Marketspace facilities

Create final shortlist from 

trusted/approved pool
–

Contact shortlisted specialists 

with requirement details

Communications, and 

collaboration systems

Assess and compare initial 

responses

Trust resources & own 

knowledge

Select final candidate – Y

Evidence of suitability 

(Reputation and Reassurance)

Specialists own activity 

(Response)

Open detailed dialogue about 

specific needs with final 

candidate

Communications, and 

collaboration systems

Urgent seeking of a medical specialist

Table 7.1 Example of trustpoint identification process.
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The core problem is what we have, perhaps provocatively, 
called ‘the reverse Midas touch’. The Internet’s cold transparency 
and immediacy tends to strip value away from most offerings, 
while the primary source of new digital value – information – is 
disabled from adding value through a chronic lack of relevance 
and task-focus.

How then will marketspaces enable businesses to fi nd their 
feet again?

Product and service providers

Ironically, in that they were often perceived as the most obvious 
benefi ciaries of the e-commerce revolution, suppliers of goods 
and services seem to have suffered most in the Commoditised In-
ternet. As we discussed earlier, almost all entrants have found it 
very diffi cult to gain leverage from either least cost or differentia-
tion stances, due again to this commoditising transparency.

Marketspaces have the ability to attach relevant informa-
tion to products and services, driven by the clear understanding 

of customer need that is conferred by 
Modal Analysis. They will thereby bring 
back a powerful form of value to product 
markets, benefi ting in particular those 
providers whose offerings are high in 
customer concern and require a greater 
depth of information, such as childcare, 
healthcare, fi nancial services and hob-
bies.

The benefits of a new eco-system
Many product and service vendors will 
also be able to extend their offerings into 
a theoretically unlimited range of mar-
ketspaces, taking full advantage of the 

KEY POINT
Product offerings will be given an 
appropriate role and introduced at 
the required stage in the satisfac-
tory execution of the customer task 
set. Meaning and trust will be en-
abled by the clustering of relevant 
information and related services (in 
particular expertise and specialisa-
tion) around products and services, 
to bring value back. Differentiated 
offers especially will be enabled – at 
least for products or services where 
information can add value.
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Modal Analysis work hopefully performed by the owners of these 
marketspaces, to achieve maximum benefi t (through optimal lo-
cation in customers’ task sets) with a pleasingly minimal outlay.

It is worth noting here however that luxury brands – which 
generally fail to gain from this attachment of relevant information 
to their offer, perhaps because in a sense they are perceived as, or 
need to be, somehow self-contained and complete – will remain 
at risk from the reverse Midas touch, and need to approach their 
stances in marketspaces with care.

Content owners

We looked closely at the problems of content in Chapter 5 (‘Mean-
ing, Trust and Value’). We identifi ed content as being one of the 
earlier villains of the Commoditised Internet, in that without an 
approach that enabled customers to make sense of information 
and to minimise risk, it actually creates both extra work and 
risk for customers. ‘Content is king’ has 
clearly emerged as a rather fatal man-
tra.

In the marketspace environment, 
however, their positioning alongside both 
‘trust resources’ and ‘experts and special-
ists’ in the marketspace environment will 
set up a strong platform for meaning and 
trust, that brings to the content owner not 
only a new and powerful customer value, 
but also a respectable position in the mar-
ketspace hierarchy in terms of partner-
ship relationships with other businesses.

Finally, as with products and servic-
es, content owners will be able to oper-
ate profi tably by participating in a wide 
range of marketspaces if they wish to.

KEY POINT
In marketspaces, content owners 
will be given a completely new lease 
on life. With the high degree of rel-
evance achievable through Modal 
Analysis, and a presence within a 
contiguous set of other complemen-
tary component businesses, they 
will be rescued from the value-erod-
ing position they had previously oc-
cupied. The value of some forms of 
information will indeed become so 
great that its owners are enabled 
to take a substantial portion of the 
revenue that arises from automated 
services depending on it.
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Experts and learning providers

Owners of expertise will occupy an enviable role, in that they 
more than any other players occupy the high ground of both 
meaning and trust. The several forms of expertise that can lever-
age value from marketspaces are explored in detail in Chapter 

9, ‘Roles and Benefi ts in Marketspaces’ 
but, in what must be becoming a famil-
iar pattern, they will all benefi t primar-
ily from the connectedness that integra-
tion of their services into the customer 
experience provides.

Infrastructure providers

A feature of marketspaces that must 
have become apparent is the need for 
substantial enabling infrastructure in the 
form of tools and systems. These are 
required both to support functionality 
and to enable delivery across a range of 
channels.

The need for infrastructure providers to connect, integrate 
and rationalise the many applications required to build and op-
erate a marketspace points clearly to new, and sizeable, develop-
ment opportunities.

TO SUMMARISE

•   Marketspaces will feature a range of common components, 
that are varied according to the focus and boundaries of the 
business.

•   They will solve the central customer value problem of ‘silo 
syndrome’ by:

KEY POINT
The knowledge that experts bring 
provides the depth, neutrality and 
validation that are so often missing 
in digital markets. While many are 
readily accessible as independent 
services available for consultation, 
the additional effort of locating and 
enlisting their services is one of 
the symptoms of fragmentation in 
the Commoditised Internet. Relo-
cation within marketspaces solves 
this problem to the benefi t of both 
parties.
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•  minimising work and risk for customers;
•  positioning the components of the space optimally to pro-

vide an ideal route through it, refl ecting and supporting 
key customer purposes and task sets; and

•  enabling the use – as far as possible – of single channels and 
devices across entire task sets.

•   Equally, marketspaces will resolve value problems for busi-
nesses by:
•  making information relevant to customer purpose, thereby 

supporting not only content owners but also product and 
service providers;

•  enabling content owners, product and service providers 
and experts, and learning providers to exploit opportuni-
ties at the optimal points in the customer experience; and

•  also enabling them to place their offerings across a range of 
spaces in diverse industry sectors, according to relevance 
and individual strategy.
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‘I’m a great hand at inventing things. Now, I daresay the last time you 

picked me up, that I was looking rather thoughtful?’

‘You were a little grave’, said Alice.

‘Well, just then I was inventing a new way of getting over a gate – 

would you like to hear it?’

‘Very much indeed’, Alice said politely.

C H A P T E R  8

The Key Drivers and 
Enablers of Marketspaces

IN THIS CHAPTER WE LOOK AT

• the technical trends that actively support the development of 
marketspaces, including:
•  the peer-to-peer, distributed computing model (P2P);
•  Extensible Markup Language (XML);
•  always-on channels;
•  automated services and ‘triggers’;
•  intelligent agents and ‘bots’; and
•  recent experience in Business to Business (B2B) markets.
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THINGS WE WON’T BE TALKING ABOUT IN 
THIS CHAPTER …

Analyses of the technical drivers and enablers in digital markets 
unfortunately tend to focus upon several tried and true (and not 
always that relevant …) developments. Before we get into the key 
issues, therefore, let’s take a quick look at these.

The network effect

The tendency for the value of a network to increase as the square 
of the number of users is well understood, and has been an impor-
tant driver of the Internet and businesses based on it. Indeed, in 
relative terms, only a limited portion of those who could be con-
nected are: there’s a long way to go even in some developed coun-
tries.

However, while we would not deny the importance of net-
work effects in the initial establishment of digital markets, it is 
clear that the threshold of critical mass has long since been passed 
except in very specifi c sectors. In fact, the volume of users of the 
network, and the uses to which they want to put it, are now bump-
ing against the limits of the original architecture. For the purposes 
of businesses, numbers of network connections are not the issue 
any longer. The focus needs to be upon the interactions that can be 
enabled, and where the business sits in respect to the community 
it enables.

Processor speed and bandwidth

Pushing the boundaries of the possible
Clearly some applications are enabled only if the available band-
width, usually that of the customer’s connection, can handle the 
volume of information suffi ciently quickly and the receiving de-
vice can process it. Thus uses such as video and virtual reality 

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS

154

08_PC_ch8.indd 09/14/01, 3:53 PM154



have continuously been limited by these factors. However, the 
number of potential businesses that are really inhibited by lack of 
power or speed are few, except in the wireless world where band-
width remains a severe limitation, pending the arrival of third 
generation mobile services.

As we examine later, increasing capacity to handle large 
media fi les represents a siren song for many businesses, which 
use it either to develop services ‘because we can’ with little under-
lying value generation, or to further frustrate customer purpose 
with irrelevant, off-task content.

User satisfaction
For most business purposes, processor speed and bandwidth im-
pact primarily on the customer experience. Slow downloads and 
excessive demands on older processors create immense frustra-
tion and, as we saw in Chapter 1, immediate damage. The contin-
ued, if slow, roll-out of broadband, and the coming generation of 
mobile services are critical to addressing download speeds and 
overall satisfaction with digital service. In this restricted sense 
bandwidth is an enabler.

However, businesses have only themselves to blame when 
they fail to take account of current restrictions, and deliver content 
that creates bottlenecks and renders the experience worse than it 
might have been. For most purposes increased processor speed or 
bandwidth availability are not key determinants of success.

 HARD HAT AREA!!

THE DYNAMIC DUO: P2P AND XML

P2P and the decline of server-dominated digital markets

The rapid adoption of the peer-to-peer model (see Fig. 8.1) 
sets up a central technical enabler for the evolution to marketspac-
es. Where e-commerce on the Commoditised Internet  typically 
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spawned owned, standalone Web sites that were ‘visited’ by cus-
tomers, the reduction in the need for client-server computing pro-
motes a new customer empowerment that, among other impacts, 
makes the current ‘destination’ Web site model more or less irrel-
evant, as long as one can:

•   make sense of what’s out there in the market;
•   fi nd the appropriate resource; and
•   connect to that resource with ease.

As a consequence, P2P will expose many product and customer 
aggregation services as inadequate, by enabling customers to per-
form these services for themselves and among each other.

This evolution is both facilitated and propelled by the evolv-
ing technical toolkit. The already extensive adoption of the XML 
standards for development, and emerging enablers such as SOAP 
(Simple Object Access Protocol) and UDDI (Universal Descrip-

HE SAID … SHE SAID…
‘Peer-to-peer networking – brought to international attention by 

the Napster music sharing system – is bounding into the corporate 

mainstream. Dozens of companies are now fi nding innovative ap-

plications for the technology.

Peer-to-peer networking is fundamentally different from the 

way in which Internet-connected computers normally send and 

receive information. Rather than computers retrieving informa-

tion (such as music or software fi les) from central computers, peer-

to-peer networks allow machines to share fi les without ever hav-

ing to connect to a central source: fi les sitting on the hard disk of 

anyone signing up to a network can be downloaded by any other 

member.’

Net Profi t Europe, January 2001.
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tion, Discovery and Integration) all have the potential to return 
application power to the desktop.

Harnessing intelligent agents and specialised bots to this re-
inforced customer control, completes a formidable set of applica-
tions, placing the power to manage core services right into the 
customers’ hands.

XML and the new meaning

What is it about XML (Extensible Markup Language) that makes it 
so diffi cult to explain its importance to the construction of digital 
markets? Perhaps an over-focus on technical issues related to the 
language (and the complexities accompanying its early adoption 
in a B2B context), matched by a lack of attention to what XML 
above all else brings to the table.
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Fig. 8.1 A simplified comparison of the client server and peer-to-peer configurations. 
Peer-to-peer allows the entire range of connected devices on the network to become 
data resources.
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XML brings meaning. Meaning to business overall, in the 
sense that it supports the relatively rapid evolution, application 
and sharing of ownable sets of ontologies (or naming conven-
tions, if you like) and business rules that streamline communica-
tions, and execute and validate transactions within companies, 
industry sectors, and to some extent the related sets of those in-
dustry sectors.

It brings meaning to individual businesses in that, as long 
as the specifi c ontologies of the sector in question are observed, 
their own company-specifi c business rules can be developed and 
usefully applied in the knowledge that they share common com-
munication foundations with others.

XML brings meaning to customers too. Referring back to our 
thoughts on P2P above, XML-based applications at the terminal 
enable customers to determine, with an unprecedented degree of 
control and accuracy, not only precisely what they wish to fi nd 
out about, but also exactly how and when  (and note the degree of 
timely relevance that’s created here …) that information is to be 
provided to them.

As we discuss later, a central responsibility and benefi t for 
owners of marketspaces will be the development of the particu-
lar ontologies and business rules that frame the creation of value, 
trust and meaning for both partners and customers. The XML 
tools to enable this are already being established and tested.

How P2P and XML enable marketspaces

What dynamics do P2P and XML thus set up in digital markets, in 
terms of customer behaviour, customer expectation, loyalty, and 
the delivery of value by businesses?

Marketspaces as ‘optimised clusters of meaning’
Despite the theoretical customer empowerment that these two 
important enablers bring, unsupported task sets in fact only en-

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS

158

08_PC_ch8.indd 09/14/01, 3:53 PM158



sure satisfactory outcomes when the collective or public context 
is correctly understood. Otherwise, they 
return us to the world of fragmented 
information, and the unmet customer 
need to ‘make sense’.

Most of the customers, most of the 
time, will require the meaning that mar-
ketspaces provide, to provide both clar-
ity, and the confi dence that their pur-
posive interactions are ‘recognised’ and 
fulfi lled. In this sense, the marketspace is 
both mentor and guarantor for the cus-
tomer, creating a communicable frame-
work of meaning for the environment, and minimising the risk of 
misunderstanding.

Partnerships of unprecedented flexibility and sophistication
To accomplish this, a marketspace environment will typically 
contain, balance and manage the multiple components we identi-
fi ed in Chapter 7.

Creating the common ontologies and business rules that en-
able the performance of all key communications and transactions 
within the marketspace, and support the emerging P2P market-
places, produces a highly fl exible business eco-system, within 
and around which, partners of all appropriate types can join 
 forces.

In managing this eco-system, businesses can optimise their 
own individual benefi t from meaningful exposure to – and en-
gagement with – a focused and therefore highly valuable custom-
er set. At the same time they ensure that the comprehensive and 
boundaried context for meaning that the marketspace represents, 
meets as many of the customers’ potential requirements as pos-
sible.

KEY POINT
Marketspaces will emerge, grow 
and crystallise around a set of 
shared ontologies and business 
rules. They will thus bring together 
and maintain, in each instance, a 
highly fertile common context and 
infrastructure – ‘an environment 
of optimised business meaning’, if 
you like.
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In other words, no more isolation for the business, no more 
island-hopping for the customer.

ALWAYS-ON, MOBILE AND AUTOMATION

The real impacts of always-on

It’s easy to underestimate always-on as simply a ‘step-up from 
dial-up’ – dial-up without the hassle, if you like.

But if the time-value of key decision-enabling information 
comes into our picture, we immediately see that always-on equips 
the customer – in particular when available through mobile de-
vice types – with an entirely new type of control over their interac-
tion with digital markets.

In the previous predominantly dial-up environment, cus-
tomers have been able – in a limited fashion at least – to confi gure 

online services such as news delivery or 
stock portfolio updates to PC or PDA, 
collect the results regularly, browse them 
for relevant items, and then perhaps to 
take some decisive action.

With always-on, however, the real-
time delivery of this type of information 
tends to dramatically increase its value, 
not merely due to its timely delivery, 
but more importantly because, assum-

ing that the channel and device supports this, the customer can 
immediately take action. When I receive notifi cation that my bid 
has been accepted in the auction for that objet de desir, I can im-
mediately take action to secure it

This is in many ways the promise of interactive business fi -
nally made real, and we can note once again how our market-
space, with its cluster of meaning, its contiguous services, infra-
structure and carriers, its expertise and content and its customer 
communities, plays so neatly to always-on.

KEY POINT
Always-on creates a much higher 
potential customer value for both 
information, and the system that 
delivers it, by incorporating real-
time events and information into 
the task set that the customer needs 
to execute.
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But we also need to note how always-on necessitates a clear, 
purpose- and task-based analysis of, and strategy for, the use of 
channels and devices. Without this, the sense of meaning and 
‘fl ow’ for the customer that marketspaces can offer, are critically 
fragmented either because the task set becomes discontinuous or 
the continuity of the service experience is not maintained.

Automation, or how customer tasks disappear

It is a remarkable paradox that the information that is likely in to-
morrow’s marketspaces to represent most real commercial value 
to the customer, is that which is not directly experienced by the 
customer at all. We have become used to the increasing sophistica-
tion of software, the proliferation of devices and indeed the rising 
fl ood of customer engagement with digital markets, to the point 

PEER-TO-PEER IN A WIRELESS WORLD
To understand the power of these tools (as the increasing use of 

Java applications in mobile devices brings them together) consider 

a possible scenario in the not too distant future. Janet is working 

with her class on an assignment out of doors. They are studying 

natural history in a highly frequented but relatively inaccessible 

nature reserve. One of her class has a seizure. Obviously Janet calls 

for the emergency services in the usual way, but their location is 

relatively remote and she wants to take as much immediate action 

as possible.

Using her wireless-enabled PDA, Janet initiates a general 

enquiry routine that hunts all the local wireless devices (initially 

those within the current cell) for one whose owner’s details, or 

electronic visiting card, indicate a medical doctor, and rings the 

device. An immediate link between the doctor’s mobile and Janet 

is established, enabling her to request emergency assistance.
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where the rapid increase in automated functions, as part and par-
cel of customer service and business value, is easy to ignore.

But let’s look at this more closely. Today’s typical conscious 
customer task in the Commoditised Internet is performed step-
by-step through a range of branded interfaces with hopefully ad-
equate usability. As the systems that can perform this work be-
come confi gurable by the customer, the work can increasingly as a 
result (perhaps ‘triggered’ by one of the real-time events referred 
to above) be automatically performed by the system on behalf of 
the customer.

Information (perhaps a combination of contextual expertise 
and real-time news or data) combines with the customer’s pre-
confi gured setting (‘If and when this event occurs, I’ll want you to 
do this, and then tell me you’ve done it…’) and of course the ap-
propriate software, to create what we call a ‘trigger.’ The principal 
outcomes are that:

•   the work has been done by the (obviously trusted) system on 
behalf of the customer without requiring any customer work 
or time; and

•   especially in the case of a task refl ecting an important pur-
pose, the action has been taken instantly, therefore in many 
critical situations maximising benefi t and minimising expo-
sure to risk.

These combine to create a value for the service that will soon leave 
the previous conscious, customer-driven task model behind.

This then becomes the new standard, a ‘threshold facility’ 
that a marketspace must have in order to be worth consideration 
by the promiscuous customer.

The new value of information

Why is this interesting to content owners (and also to ‘owners 
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of expertise’)? Because, outside certain entertainment markets, 
content has struggled mightily to fi nd its 
value in digital markets. Indeed, except 
in the context of learning or entertain-
ment it is, as we said above, typically ex-
perienced by the customer as a liability 
rather than as an asset.

The consequently high value this 
type of automated service enables, by 
bringing tasks and information together 
in real-time, supports a true and sustain-
able commercial return for the business 
and a level of customer commitment 
that many ‘loyalty schemes’ can only 
dream about.

Always-on and automation in marketspaces

When always-on and automation come together, the impact is 
dramatically increased.

With the collaboration of the customer in an ongoing con-
fi guration and refi nement process, a system that supports exper-
tise, information and ‘triggering’ actions can take on a growing 
responsibility for complex analysis, low-concern (and eventually 
higher-concern) decision-making and tasks, and enquiry (i.e. 
‘ bot-type’) activities, on their behalf, or at least with their minimal 
involvement.

The customer’s involvement in low-value, time-costly work 
is reduced further over time, and his or her interaction with the 
system occurs, therefore, at typically less frequent but increasing-
ly important points in the contact cycle.

Marketspaces play uniquely to the combination of always-
on and automation, by bringing together, within an environment 
of a shared ontology and set of business rules, comprehensive, 

KEY POINT
In this new model, information 
achieves, if you like, the highest 
possible degrees of value for the 
business and for the customer. 
Making sense is most certainly en-
abled; purpose and mode are met 
with minimal inconvenience. Key 
tasks are supported, decisions are 
prompted, and repetitive, low-value 
work is minimised.

THE KEY DRIVERS AND ENABLERS OF MARKETSPACES

163

08_PC_ch8.indd 09/14/01, 3:53 PM163



contiguous and meaningful facilities that support the provision of 
this type of value.

More simply, they can take the customer from information 
to action and back again, with both minimal effort and maximum 
relevance.

ALWAYS-ON AND AUTOMATION IN ACTION
We established earlier that one of Christopher’s interests is classi-

cal music. We might imagine him belonging to a marketspace that 

not only enables him to purchase recordings, books and tickets but 

also provides regular news and features and keeps him in contact 

with peers who share his interest.

Christopher’s special passion is baroque music, and concerts 

by certain performers are a must for him to attend. His market-

space is confi gured to notify him immediately when such concerts 

are scheduled. Unfortunately he is already engaged on the night of 

a major performance and has passed up the opportunity to make 

advance bookings. Only when the concert is already sold out is his 

original engagement cancelled. Christopher messages his peers to 

enquire as to whether they have spare seats and draws a blank; so 

he confi gures a tool in his marketspace to monitor for any tickets 

offered, and buy them at once below a certain threshold price or 

call him immediately if that threshold is exceeded.

A week before the performance Christopher receives a call 

notifying him that two tickets are available, but they are being of-

fered at an infl ated price somewhat above his threshold. Know-

ing that for this event he has only a short window of opportunity, 

Christopher can decide whether to close the deal at once or hope 

that other cheaper offers become available.
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ENABLING AUTOMATED CUSTOMER VALUE 
WITH ‘TRIGGERS’

What is a trigger?

A trigger is, in this context, a message that is created within a mar-
ketspace that either notifi es a customer of an event and requests 
an action from the customer, or prompts an automated action by 
the system on behalf of the customer. In each case, the high-level 
components of the trigger are:

•   the software that is used by the marketspace to hold and act 
upon informational elements and customer preferences;

•   the information source from which the informational context 
for the trigger is derived;

•   the news or update facility which delivers the ‘change in cir-
cumstances’ that, in combination with the informational con-
text, delivers the variables for the trigger; and

•   fi nally, the unique customer thresholds, or settings, (typically 
taking the form, at their most basic, of conditional ‘If x, then y’ 
statements) that establish the conditions under which the cus-
tomer requires an action to be generated.

The ability to work with triggers marks one of the signifi cant 
differences between always-on multi-channel markets and the 
World Wide Web delivered through the PC.

Why customers’ complete task sets must be considered

In order to create this type of value for customers, a marketspace 
needs to offer a contiguous set of services that are complete for 
the purpose in hand. In other words, services that enable the cus-
tomer to perform tasks in one environment, in one sequence, and 
using the most convenient device.
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For example, checking share prices and predictions is part 
of a larger purpose, i.e. managing a share portfolio. In an always-
on environment this activity is both an on-demand one and a re-
sponse to triggers.

In an environment assisted by automation it has several 
steps each of which may be an entry point (Fig. 8.2):

1      responding to a channel alert (trigger);
2      checking movements, pundits and charts;
3      adjusting the portfolio; and
4      setting monitoring levels and requesting alerts.

INTELLIGENT AGENTS AND ‘BOTS’

No round-up of the signifi cant developments in the technical en-
vironment would be adequate without reference to intelligent 
agents and ‘bots.’ The best-known manifestations of these are 
probably shopping bots and ‘smart’ search engines. ‘Bots’ in this 

EXAMPLES OF SIMPLE TRIGGERS
In an auctioning environment, triggers would be used to alert the 

customer to an acceptance of their offer for a particular product: 

‘We can offer you a round-trip fl ight to Sydney for only $300.’ They 

may also be confi gured to offer the opportunity to make a decision: 

‘I accept your offer of £3.50 for my treasured Manchester United 

pencil case’, for instance.

In a fi nancial management marketspace, triggers would alert 

customers to shifts in their stocks. Customers will in many instanc-

es confi gure the trigger to perform a reactive automated function 

at the moment a threshold is crossed, to minimise risk and/or max-

imise benefi t. This would take the form of ‘ If x occurs, do y, then 

notify me that this has been done.’
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context can be considered as autonomous agents of the user that 
carry out specifi c tasks on the network and report back on the 
results. Thus shopping bots can provide continuous search func-
tions looking for specifi c products by price or features.

‘Smart’ search engines can be trained by the user to recognise 
the contextual element of usage. They are not restricted to return-
ing a list containing all references to a word or word-string, but 
can be progressively taught that, for instance, a search for the ex-
pression ‘blue sky’ is intended to return results referring to specu-
lative research not the colour of the sky.

Although there is a considerable cross-fertilisation, in that 
new applications increasingly feature elements of both capabili-
ties, there are two underlying concepts at work here:

•   the ability to operate independently of the user’s machine or a 
specifi c server; and
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Fig. 8.2 The activity sequence in responding to automated triggers for the 
management of a share portfolio.
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•   the ability to progressively refi ne the functionality in response 
to the user’s commands (and certain other external events) in 
a fashion that emulates learning.

AND BACK IN THE REAL WORLD …
‘UK-based Magenta Corporation uses artifi cial-intelligence tech-

niques to create “smart agents” that can negotiate a sale or pur-

chase according to pre-determined criteria. For example, a smart 

agent could be instructed to fi nd and purchase a blue Ford Mus-

tang* for the best possible price, to be delivered in the shortest pos-

sible time. The smart agents work using “fuzzy logic” and “partial 

matching”. Fuzzy logic is a technique that can make sense out of 

statements or values that are in the grey area between “completely 

true” and “completely false”. This allows them to make compro-

mises during an automated negotiation.

‘Partial matching is method of matching two sets of values 

(such as a seller’s price and a buyer’s offer) which partially – but 

may not completely – fi t together. Using these two techniques, Ma-

genta has built models for virtual marketplaces where thousands 

of smart agents – each with a specifi c “mission”, such as buying a 

blue Ford Mustang as cheaply as possible – work in parallel, buy-

ing and selling from one another.’

Net Profi t Europe, January 2001

*But what year? What condition? Engine size? Clearly not written by a car buff!

BLESSED ARE THE CHEESE-MAKERS …
Janet has set a class project for the term on cheese and cheese-

making but she knows that the materials available from the usual 

providers of learning materials are rather dry and academic and 
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therefore unlikely to engage the children. She wants to fi nd ways 

of bringing the subject to life and has used a specialised research-

ing tool provided by GoKids to fi nd supporting materials.

This tool is both an intelligent agent and a ‘bot’ that has been 

part-confi gured for the task. It enables her to automatically exclude 

online sites and resources that are inappropriate for the age group, 

and its confi guration and ‘training’ already include the ability to 

specify subject areas and limit searches to approved resources if so 

desired. Its interface also allows her to extend the search beyond the 

‘offi cial’ sites and recognised bodies that are included in its default 

settings and to pre-confi gure many of the contextual and associa-

tive clues that indicate the type of results she is seeking. After enter-

ing appropriate initial settings, she will still need to refi ne its activ-

ity by responding to the fi rst results suitably, but shortly she can let 

it perform an extended Internet crawl in the knowledge that a high 

percentage of the results will be relevant to her purpose.

Using this mechanism Janet fi nds, among a range of options, 

a number of suppliers who offer samples of cheese types includ-

ing cow, sheep and goats’ milk cheeses that employ different pro-

duction processes including Cheddaring and Blue Veining. These 

samples come with scientifi cally and nutritionally sound informa-

tion packs and can be ordered by the children or their parents. 

Additionally, she fi nds a number of useful online resources, in-

cluding an animated game made to support a Dutch educational 

programme that challenges its users to turn raw milk into cheese 

against the clock, but requires them to employ scientifi cally sound 

steps and constituents to do so. The tool has dramatically reduced 

her search work over that of the usual search engine, which would 

have returned tens of thousands of results.

Thus she is supported in enlivening her classes and assign-

ments by using tools that are easily refi ned for the task and will 

retain many of her settings.
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These characteristics increasingly enable behind-the-scenes de-
velopment that dramatically extends the capabilities and opera-
tion of the network. Direct customer use has, however, tended to 
be restricted to very simple tasks. This is because on their own, as 
with so much on the Internet, they lack context and are for many 
customers literally incomprehensible. Only by connecting them 
to the customer’s mode in a marketspace environment does their 
use become obvious, and their adoption for quite sophisticated 
tasks become probable.

THE INFLUENCE OF BUSINESS-TO-BUSINESS

Three components of recent business-to-business developments 
contribute strongly to the enabling framework and may, in them-
selves, be drivers of a change in trading patterns.

Infrastructure

We have already seen that the best-known business-to-business 
initiatives, supply chain improvements, often based on hubs and 
exchanges, are effi ciency enhancements and not value enhance-
ments, but this is not the whole story. These developments drive 
the formulation of the sector-based ontologies we mentioned ear-
lier, and they provide the fl exible communications structure that 
allows complete supply chains to be rapidly reconfi gured. So they 
are critical shapers of the digital infrastructure that enables the po-
tentially complex partnerships and trading patterns behind mar-
ketspaces.

Customer data

A second trend in business markets, installation and confi guring 
of Customer Relationship Management (CRM) systems, has also 
been touched on in respect of the intrusive and value-destroying 
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loyalty campaigns that they are so often used to implement. But 
on the positive side, accurate information about customers, their 
current status and their preferences is essential to any worthwhile 
digital service and to enabling customer interactions. Today’s 
CRM systems once again form an important foundation for the 
future, though some questions remain about the interoperability 
of proprietary systems that may be storing up trouble and cost for 
the future.

Collaboration

The third, and in many ways most important, development in B2B 
markets is the genuine value enhancement being created with the 
growth of collaborative systems: enhancements to product devel-
opment, shared operations and the management of joint projects. 
The importance here is not so much in the systems themselves but 
in their effect on company boundaries, whose fl uidity is further 
increased, and on the speed with which joint operations can be 
initiated and transferred. Increasingly, dynamic production and 
marketing confi gurations improve the climate and enhance the 
chances of success for inherently co-operative ventures such as 
marketspaces.

TO SUMMARISE

•   P2P and XML will combine to support marketspaces in the 
creation and delivery of meaning by businesses to customers, 
while at the same time facilitating the often complex business 
partnerships that feature in the new model.

•   Always-on, mobile and automation will empower customers 
in fundamentally new ways, bringing information, real-time 
events and customer purposes and tasks together for the fi rst 
time, to both reduce leg-work (especially where bots are in use) 
and dramatically improve control and responsiveness.
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•   Information will therefore achieve a far greater relevance and 
hence value to customers and owners, and the services around 
which the information is clustered will equally be assigned 
new, higher value.
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‘Will you, won’t you, will you, won’t you, will you join the dance?’

C H A P T E R  9

Roles and Benefits in 
Marketspaces

IN THIS CHAPTER WE LOOK AT

•   the opportunities for participation that the marketspace con-
fi guration creates for key types of business, focusing upon:
•  information providers,
•  directory services,
•  product and service suppliers,
•  experts, learning providers and brokers, and
•  advertisers;

•   the contribution, roles, relative leverage and benefi ts that each 
participant achieves; and
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•   the implications of the marketspace confi guration for retailers, 
manufacturers and fi nancial service companies.

HOW TO APPROACH THIS CHAPTER

In this chapter and the next, we review the key outcomes of the 
marketspace approach for participants and management. As we 
fi nd our way, along with thousands of others, towards the frame-
works and vocabularies with which to address the new business 
realities of digital markets, we fi nd ourselves working with mod-
els that have signifi cant impact on the structure and conduct of 
business. These chapters explore that impact. Here we examine 
the effects from the perspective of participating companies, ask-
ing ourselves:

•   What real value can the business contribute?
•   What roles might that enable it to play?
•   How much leverage would it have?
•   Which benefi ts are thereby available?

We conclude this chapter with a brief examination of the implica-
tions and opportunities for some major business sectors. The next 
chapter goes on to explore the management issues, the relation-
ship dynamics and the strategic benefi ts from the perspective of 
the owner.

Attempting to map existing, sector-based descriptions of 
business onto the marketspace roles, and then summarising the 
full range of opportunities for, for example a retailer, risks obscur-
ing the issues. Instead we have approached this analysis by exam-
ining each major marketspace component in turn, and summaris-
ing the role and its associated benefi ts.

Readers may prefer to explore the roles that might be open to 
their organisation, and review the relevant parts of this chapter, 
rather than read each entry in sequence. Retailers, for instance, 
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might consider exploiting their knowledge of products and the 
buying process in the role of independent expert, or their exper-
tise in procurement as a broker, rather than look solely at the sup-
ply of products and services. Many roles may seem to offer op-
portunities but, in concluding that their business might play a 
multiplicity of the roles, readers should be wary of two potential 
sources of confl ict:

1      It is essential to customer trust that expert advice be inde-
pendent of any interest in the supply of solutions. The expert 
contribution to design of key customer support, as well as 
providing customer advice, is very substantial and its poten-
tial benefi ts equally so, but it often precludes other forms of 
involvement.

2      Some roles naturally create opposing dynamics; they exert 
pressures that pull the business towards a different em-
phasis and outcomes. This may have a healthy, balancing ef-
fect within a well-designed and managed confi guration, but 
playing both could create internal confl icts for the participat-
ing company. (The issue of dynamics is explored further in 
the next chapter.)

Finally, if envisaging participation in a marketspace, readers 
might like to apply this simple rule-of-thumb: the value drivers of 
the marketspace should enable the value drivers of the participat-
ing company.

THE MAJOR COMPONENTS AND ROLES

To recap, we’ve identifi ed the common core components that are 
brought together to form a viable marketspace as:

•   information;
•   certifi cation services;

ROLES AND BENEFITS IN MARKETSPACES
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•   expert advice and learning;
•   products and services;
•   trust resources;
•   the knowledge base and FAQs;
•   core transaction and service facilities;
•   automation services;
•   collaboration systems; and
•   communication systems.

The management or owners will provide the last four of these, 
which become shared, common resources, and the knowledge 
base will grow as a consequence of operation. The fi rst fi ve give 
rise to the major internal roles that may be open to participating 
organisations; fi nally there are a number of external roles, for ex-
ample advertisers or sponsors.

Take your partners …

We have established that the provision of certifi cation services, 
which necessarily constitute an external source of validation, and 
the providers of expert advice, must essentially remain indepen-
dent of marketspace ownership and all other participants. It is 
also unlikely that a single company will be able to provide all 
the remaining components credibly, even in the unlikely circum-
stance that they have the capabilities and assets in-house to do so. 
First, the requirement to offer a representative range of compet-
ing products and services is a core trust consideration in every 
case, and is outside the remit of almost all organisations. Second, 
to undertake all of the remaining roles sets up core competence 
confl icts for most organisations, that are likely to undermine the 
quality of key components.

As a result, although at the time of writing most nascent mar-
ketspace-type ventures (like WebMD) are established by indepen-
dents and typically venture-capital backed, the coming genera-
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tion of marketspaces will often be initiated by partnerships or 
joint ventures between interested parties, who can provide ele-
ments of the mix. (Coalitions, however, do not remove the need 
for executive ownership to provide coherence and direction to 
the overall service proposition. These management issues are the 
subject of the next chapter.)

Generic roles in marketspaces

Although the precise components of each marketspace will vary 
depending on its focus and character, a variety of generic roles can 
be deduced from the above. These will be needed to supply one or 
more of the core components that will feature in the majority of 
marketspaces. They include:

•   information providers;
•   directory services;
•   experts and learning providers;
•   brokers;
•   product and service suppliers; and
•   advertisers.

Three further roles are of critical important to the marketspace, to 
provide credibility, accessibility and service optimisation. These 
are:

•   certifi cation services;
•   enabling technology providers; and
•   channel owners.

All three will usually come from external providers. Certifi cation 
services will inevitably be particular to the marketspace and the 
domain of customer concern it addresses; the enabling technol-
ogy will refl ect its individual operational requirement. They will 
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therefore not be explored here. Channel owners provide essential 
access for customers and are able to levy charges for that access; 
we have viewed these as management concerns and they are cov-
ered in the next chapter.

We will now review the major roles in turn.

INFORMATION OWNERS

The contribution of information owners

Many organisations, from publishers to utilities, own information 
that is of potential value to a marketspace. Some common types 
of information that will usually be required are shown in Fig. 9.1 
(note that the trigger data for automation will be included under 
market-specifi c sources as will many other high-value compo-
nents).

Roles for information owners

The essential contribution of information in marketspaces, and 
how it can be leveraged to earn a return, is better understood 
when the various ways in which it adds value are explored. In 
declining order of value, information owners can provide:

1      direct data fl ows that support automated and semi-automat-
ed services, especially for the provision of trigger informa-
tion;

Fig. 9.1 Types of information that feature in a marketspace and their various roles 
for the customer.
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2      high-value, market-specifi c data and news, particularly 
items that have time-value for customers (market prices and 
location specifi c or scheduling information);

3      raw data (such as electricity prices) as essential constituents 
of value-added services, customisable news, and pertinent 
contextual assistance (such as expert systems for decision 
support);

4      generic content and magazine material; and
5      occasional or contributory syndicated content.

Leverage and capture of economic value for 
information owners

Because information owners control access to essential elements 
of some of the most valuable services, those that are critical 
to customer retention, they potentially 
have relatively high leverage within the 
marketspace model. As a result they are 
good candidates as possible owners or 
part-owners (although publishers’ drive 
to exploit information as broadly as pos-
sible through continual repurposing can 
create a tendency to pursue horizontal 
expansion at the risk of adequate verti-
cal depth).

Because trigger and decision-sup-
porting information is so critical, infor-
mation owners who have good cover-
age of marketspace requirements may 
be in a position to command much of the 
value accruing from automated servic-
es. But note that the timeliness of these services is so crucial, that 
wire services and the owners of raw data are in a more command-
ing position than media owners who repackage it.

KEY POINT
Note that two of the potentially 
most valuable information catego-
ries, the information feeds support-
ing automated services, and the 
data that contributes to decision 
making, may not be directly acces-
sible in marketspaces. Rather these 
components fl uctuate with chang-
ing background events, and their 
current state becomes briefl y visible 
when a response is required. Their 
value is entirely dependent on the 
customer’s need.
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The benefits for information owners

For publishers the marketspace para-
digm and its service features provide 
one of the few ways that they can lever-
age value in digital markets from their 
core product, rather than indirect reve-
nue from advertising. Other owners of 
information can benefi t from the high 
value that accrues to the data that is used 
to drive triggers, has contextual, time and 
location-based relevance, or supplies es-
sential content for decision support.

KEY POINT
Revenue models that have hitherto 
been hard to realise become feasible 
in the marketspace context. This 
ability to return value to informa-
tion is a unique feature of the mar-
ketspace proposition, and provides 
information owners with reinforced 
leverage in these markets, as well as 
enhanced income.

REVENUE POTENTIAL FOR INFORMATION 
OWNERS
The following are revenue models that information owners might 

employ:

1   share of ownership of marketspace and therefore, potentially, of all 

revenues (especially where the value of their information is high);

2  partnership, alliance or contract for the supply of data to sup-

port high-value services such as automation;

3  participate in the marketspace to extend the reach of an existing 

revenue earning service;

4  charge for syndicated content;

5  obtain subscriptions or service referrals;

6  share in sponsorship or advertising income (but note that, 

whilst sponsorship of some services is viable, the pure advertis-

ing sales opportunity in marketspaces tends to be low, see ad-

vertisers later in this chapter); and

7  provide free content and receive onward traffi c.
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DIRECTORY SERVICES

The contribution of directory services

Directory services constitute a specifi c category of information 
provider, essentially distinguished by the completeness and or-
ganisation of their information. Their asset tends to be listings in-
formation, and again a variety of businesses other than dedicated 
companies may own valuable examples, some of which may be 
critical to the support of customer choice. Some common direc-
tory components are shown in Fig. 9.2.

Roles for directory services

The importance of the role played by directory services in market-
spaces increases with the specifi city of the marketspace, and its 
practical or emotional signifi cance to the customer. Essentially 
they combine knowledge with navigation, helping customers to 
narrow their choice and select from a range of alternatives, and 
directing them to their chosen resources.

There is a further need in many markets for directories of 
complementary and supporting products and services – either be-
cause they are not suited to digital marketing, are too localised, or 
are provided by highly fragmented suppliers.

The nature and role of catalogues of commoditised products 
is examined under ‘Product and service suppliers’ below, but it 
can be noted that the e-tail concept, product marketing via cata-
logue on the Internet, is essentially a specialised directory service 
with minimal trust features.

Fig. 9.2 The types of directory that may feature in a marketspace.
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Leverage and capture of economic value for directory 
services

Directory services constitute a key asset for many marketspaces, 
especially those where important services required by customers 
are provided locally or by many, fragmented suppliers. For exam-
ple, in a marketspace that includes home services such as child-
minders, plumbers, electricians or builders, the directories and 
complementary trust resources become essential.

In certain marketspace models, a single directory service 
owner may provide a set of resources suffi ciently critical to com-
mand a high degree of leverage, perhaps even part-ownership. 
However in the more general case, a range of contributors will 
provide directories, and their owners will need to settle for cap-
turing value from the use of their services in some way.

The benefits for directory services

The primary advantage of the marketspace confi guration for di-
rectory owners lies in the incorporation of their service into the 
customer value chain at the critical point when they are needed, 
rather than, as tends to be the case currently, as a separate and 
often disjointed task.

There are also opportunities that hold the promise of new 
sources of revenue and more meaningful customer engagement. 
These include increasing the utilisation of a directory by incor-
porating it into decision tools and semi-automated task sets that 
require the customer to select a supplier. There may also be op-
portunities to extend the value proposition by developing com-
plementary trust services (this is not, however, a free ride, and 
is offset for most current directories by the considerable cost of 
incorporating the necessary validation services and the effect it 
may have on core subscription income). Customer subscriptions 
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for such services provide further potential revenue on top of list-
ing and referral fees and ratings services.

EXPERTS, LEARNING PROVIDERS AND BROKERS

The contribution of experts, learning providers and brokers

Experts
Expert resources are at the heart of most successful marketspace 
propositions. Their input in terms of core processes for knowl-
edge, decision support and just-in-time 
availability is a critical component of 
meaning and trust for customer task 
sets, and in many instances fulfi ls a set of 
tasks in its own right.

Three primary contributions have 
been alluded to earlier in this book: con-
tributing to design of components of the 
infrastructure, provision of structured 
knowledge and active availability for consultation. Some of these 

REVENUE POTENTIAL FOR DIRECTORY SERVICES
Possible revenue sources will include:

•  share of ownership of marketspace and therefore, potentially, of 

all revenues (especially where the value of their information is 

high);

•  listing fees paid by the directory entrants;

•  referral fees paid by services booked through the directory;

•  participation in customer subscriptions for services that utilise 

directories; and

•  contract for the supply of marketspace-specifi c directory servic-

es.

KEY POINT
So experts and learning providers 
cease to be isolated facilities (our 
‘islands of value’) in the digital en-
vironment, and in marketspaces be-
come instead key assets for delivery 
on the value proposition.
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knowledge and accessibility characteristics are captured in Fig. 
9.3.

Learning providers
In marketspaces, learning providers offer a particular form of 
structured expertise, where the customer is provided with the 
tools to absorb the knowledge necessary to provide a thorough 
grounding in the principles of a subject matter. Learning does not 
eliminate the need for other expertise, but it does equip the cus-
tomer to make informed choices and provide the contextual back-
ground that ensures a shared understanding of less structured in-
formation.

Brokers
From the perspective of marketspaces, brokers are a special in-
stance of experts who can provide market knowledge and transac-
tion design. In those markets where they exist, they have unique 
insight and connections. In contrast to information providers, their 
primary contribution is in improving vertical depth, bringing both 
specialisation and insight to the customer. In return they may at-
tract clients for the handling of complex sales or purchases.

Roles for experts, learning providers and brokers

The multiplicity of roles that experts may play is worth further 
exploration, they can:
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Fig. 9.3 Some of the contributions that experts can bring to a marketspace.
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•   consult in the design and development of selection tasks and 
the knowledge and reference components of the marketspace;

•   design and develop expert product confi guration tools such as 
choice-boards;1

•   design and develop expert systems to advise and support cus-
tomers;

•   provide generic advice within the marketspace;
•   be available to provide real-time expert advice (by developing 

a special service or extending an existing one);
•   provide asynchronous expert advice by responding to queries 

posted in discussion groups or by e-mail; and
•   provide third-party expert advice to referred customers 

through their own service.

Learning providers will contribute similar knowledge and se-
lection provision, but at one remove from the material about 
which the customer needs advice or decision criteria. By supply-
ing structured educational components, they assist customers in 
making their own choices. The selection of learning, rather than 
concurrent advice, will often depend on the nature of the task; 
simple expert tools can support a one-off choice, but repetitive 
and risky decisions may require deeper knowledge.

Brokers and market makers of all sorts perform parallel func-
tions. Their deep knowledge of the markets, and in many cases 
control of key transactions, make them critical to success in mar-
ketspaces featuring complex transactions, or where risk is offset 
by fi nancial instruments.

Leverage and capture of economic value for experts, 
learning providers and brokers

Experts have high leverage within a marketspace. There are some 
niche markets or niche components of a larger market where ex-
perts and brokers have extensive or even exclusive knowledge 
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and brand presence. However, if the knowledge is more widely 
distributed among a range of suppliers, this fragmentation reduc-
es bargaining power.

Whatever the structure of the market for provision, experts 
are usually essential to the added value that a marketspace ex-
tends, but their participation in ownership can be problematic if 
their independence is not to be suspect. As the expert role shades 
towards brokerage (i.e. where deep knowledge and wide-ranging 
contacts are essential to the location and procurement of the solu-
tion) so the opportunity for ownership increases.

Learning providers have less leverage and will usually par-
ticipate in a supplier role.

Benefits for experts, learning providers and brokers

Experts, consultants and brokers
For brokers as well as experts and consultants, a marketspace pro-
vides a contextual environment that aggregates customers who 
may otherwise be hard to attract to a standalone digital service, 
and it dramatically increases their reach in comparison with phys-
ically located services. As we have seen, the opportunities are 
multiple: supply and consultancy in respect of core expert knowl-
edge and systems, branded or unbranded presence in the market-
space, and real-time and near-real-time consultancy.

REVENUE POTENTIAL FOR EXPERTS AND 
BROKERS
Apart from any participation in ownership both will be likely to 

operate under a service level agreement and receive some combina-

tion of fees, margins on sales or profi t share, balanced against any 

opportunities they have for direct business with the customer.
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Their revenue opportunities are correspondingly great, as 
are those for the creation of long-term relationships. They are en-
abled, in effect, to create a new relationship dynamic with existing 
customers and access to new customers, in addition to any service 
agreement with the marketspace. For brokers these opportunities 
naturally extend to their involvement in any transaction.

Learning providers
For learning providers, marketspaces reinforce the growing im-
portance of integrating customer learning into the sales process. 
They provide an outlet for generic knowledge objects and be-
spoke learning, and potentially offer participation in the design of 
expert- and decision-support systems. At the same time would-
be students of fuller learning courses can be exposed to the com-
pany’s offer.

PRODUCT AND SERVICE SUPPLIERS

The contribution of product and service suppliers

A wide variety of products and services will be required for the 
satisfaction of the many purposes that customers will express 
within the typical marketspace. A full range of products appro-
priate to the domain is essential to the success of such a service. 
Figure 9.4 captures the physical type and delivery characteristics 
of the range of typical products and productised services that a 
marketspace might feature.

Fig. 9.4 Products and commoditised services distinguished by their delivery 
characteristics.
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Within any marketspace, many of these products will be 
commodity items sold by third parties trading in the established 
fashion of the Commoditised Internet, who will view it as one of 
a range of outlets that extend their scale and reach, generating in-
cremental revenue. We remarked above that this approach could 
be characterised as a type of directory activity, and it is indeed a 
close relative of mail order. While the participation of these com-
panies is essential to ensure the availability and competitive pric-
ing of simple products, this approach misses the potential rich-
ness of the contribution that suppliers who are more deeply 
involved can bring.

As we have noted, such a proposition will not work for more 
differentiated products. Marketers of such products need to par-
ticipate more deeply in marketspaces, embedding them in the 
customers’ task sets at the point of selection. In the next section we 
review some trends that powerfully affect the roles that are open 
to them, dramatically increasing their leverage, and more impor-
tantly their potential sales.

Roles for product and service suppliers

Approaching products from the commodity perspective and fo-
cusing on the transaction, leads us into thinking solely from the 
perspective of either enhancing the selling process (demand ag-
gregation, benefi ts selling and so on) or optimising the purchas-
ing experience (one-click purchase, choice-board customisation 
and so on). By engaging instead with the new perspectives on 
products and the benefi ts they bring, we gain a different under-
standing of the roles that may be open to product suppliers.

Typically, would-be marketers of differentiated products in 
digital markets have tended to distinguish them by their physical 
characteristics, inherent complexity, information content and ongo-
ing support requirements. This helps in defi ning the sales process 
but still fails to capitalise on the real benefi ts of the digital market.
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A fundamental change in perspective
To appreciate the range of opportunities 
open to marketers, we must review a 
major trend that has been at work within 
the broader marketplace for some time; 
a trend that is amplifi ed in digital mar-
kets – the shift from value in the prod-
uct to value in the service benefi ts that 
 ownership brings.

One important insight is that, with-
in marketspaces, customer task sets that 
involve purchase represent, for the mar-
keter, only a portion of the customer 
cycle of interaction. Thus rather than just ‘being present’ in cata-
logues and product directories, products need to appear among 
the limited but representative and recommended range of rele-
vant products, that is suggested when the appropriate step in the 
task sequence is reached.

This approach fundamentally alters the balance of drivers in digi-
tal markets: differentiated products, and particularly service-enhanced 
ones, now clearly stand to recover much of 
the value that is stripped away by the Com-
moditised Internet. 

In a marketspace environment, they 
are able to both connect their benefi ts di-
rectly with consumer needs at the time 
of greatest opportunity and, in many 
cases, to enlist the support and endorse-
ment of experts and expert systems.

However, this ‘recovery of value’ 
will apply only to products whose dif-
ferentiation can be shown to provide 
real benefi ts. Higher price brands that 
rely on ‘information asymmetries’2 to 

KEY POINT
This change affects the way both 
marketers and consumers view the 
product, and it extends powerfully 
across to the value-creating charac-
teristics of digital services, under-
pinning successful participation by 
product marketers. It leads producers 
to see products as a platform for the 
delivery of services, and marketers to 
view the purchase as a single step in a 
fuller cycle of consumer interaction.

KEY POINT
A second insight is that the selection 
of a product is often only the initial 
stage of engagement, paving the 
way for the delivery of complemen-
tary products and services (in an 
appropriate and non-intrusive fash-
ion). Those suppliers who can pro-
vide a wide range of support services 
may also be able to leverage them 
by extending their coverage to other 
products and to customer needs 
identifi ed within the marketspace.
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sustain a price premium will fi nd it hard to seize these advan-
tages, and are still liable to fi nd themselves  commoditised.

A SHIFT IN PERSPECTIVE ABOUT PRODUCTS
For ten or more years, value has been shifting from production 

(‘the creation of things’) to outcomes (‘the benefi ts that ownership 

provides’). This trend can be seen in a number of developments, 

for example:

•  A move towards temporary rental or longer-term leasing rather 

than outright ownership of some products.

•  The increasing value of substitute services that replace the prod-

uct (e.g. cleaning services rather than cleaning products).

•  A growing tendency for products, especially larger infrequently 

purchased products, to be seen as platforms for services that be-

come available after purchase.

•  Many producers now view the product as a component of a lon-

ger customer value chain, one that consists of information and 

services clustered around the entire usage cycle. (Ownership of 

the product ‘as an end in itself’ is increasingly restricted to cer-

tain branded goods and subject to the vagaries of fashion; our 

promiscuous customer in their most virulent non-digital mani-

festation!) Thus many marketers now work to a lifecycle service 

model such as that in Fig. 9.5.

•  Other businesses are starting to view such services as merely 

meeting threshold requirements and, as car manufacturers are 

doing, have moved on to consider the product as a platform for 

a range of post-sales and digital services. The car can theoretically 

be sold at or below cost, because the margin is delivered by post-

sales service activity. (Note also here the degree to which informa-

tion, as a basis for meaning and trust and as a core component of 

the services, becomes a fundamental component of the product.)
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KEY POINT

To leverage marketspaces effectively, product marketers must 
approach them in this light, integrating the product sale into the 
customer value chain represented by the task sequence they are 
engaged with, and seizing the opportunity to add value in the 
form of digital services, whether supported by the marketspace or 
independently provided.

The ambiguous status of commodity products

Marketers of commoditised products face a potential dilemma. If 

they wish to benefi t from marketspaces more fully than merely by 

obtaining impulse sales from a catalogue presence, they must en-

hance the information and trust components of the product, and 

devote effort to integrating it into the customer task sequence. But 

all of this has a cost, and when competing in a transparent market, 

this additional cost is unlikely to be sustainable and is furthermore 

not to the benefi t of the marketspace, which needs to remain com-

petitive in this respect.

So commodity products will either continue to appear in 

marketspaces in their most basic catalogue form (often as an em-

bedded link), or they will need to be bundled with services so as to 

create a differentiated package of suffi cient overall value to justify 

the price and the investment.

Services in relation to
Selection &

tailoring
Acquisition
& fulfilment

Physical
delivery

Assembly &
configuration

Ongoing
management

Maintenance
& upgrade

Service or
disposal

Aquisition Lifecycle

Fig. 9.5 Elements of the product lifecycle that may be enhanced by the addition 
of value-added services.
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Role summary for product marketers

The above analysis serves to reveal the complexities of the product 
marketer’s position, and the differing roles that are open to various 
players. Below, we use a broad classifi cation, grouping potential 
suppliers by type to differentiate some obvious roles they may per-
form within the marketspace (ongoing services delivered directly 
by the marketer are excluded), but the distinctions are somewhat 
artifi cial and many roles cross these boundaries.

Commodity marketer roles
•  Providing an integrated catalogue service aggregating com-

modity products within the marketspace.
•  Presence within the marketspace as a link that refers custom-

ers to a separate service aggregating commodity products.
•  As an intermediate, processing and fulfi lling orders for brand-

ed goods, services or subscriptions placed within market-
space.

Producer roles
•  Servicing orders placed direct through an exchange (with oth-

ers in the marketspace arranging fulfi lment).
•   Using the marketspace to manage demand by disposing of ex-

cess inventory at competitive prices by, for instance:
•  direct sale of excess inventory in the marketspace;
•  auction of excess inventory in the marketspace;
•  responding to Requests for Quotation to fulfi l aggregated 

demand; and
•  responding to a single customer’s price offer.

Roles open to both producers and niche marketers
•   The direct supply of physical goods from the producer or niche 

marketer as an integrated component of the selection task.
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•   The direct supply of digital products for download from either 
the marketspace or the supplier’s servers, also as an integrated 
component of the selection task.

•   Presence within the marketspace as a link that refers customers 
to a separate service marketing niche products.

Product-related service roles
•   Providing delivery, installation and after sales services for a 

range of other suppliers.
•   Co-development with the marketspace owners of automated 

services delivered through a product platform.

Leverage and capture of economic value for product and 
service suppliers

The above analysis suggests that the range of potential roles open 
to product marketers, from commodity supplier to extended ser-
vice provider, will command different levels of leverage. Simpli-
fying the categories we can observe the following.

Commodity products and services
These command little leverage in marketspaces, and since their 
attention is likely to focus primarily on the volume and reach of a 
restricted product range, they are unlikely to be concerned with 
participation in ownership. They are also easily substitutable, and 
therefore have leverage only if they are genuinely the lowest price 
providers. Commodity services such as fi nance for purchases, 
guarantees and fulfi lment services are, however, important lubri-
cants, and in this respect have greater signifi cance.

Differentiated products
These have greater leverage, but differentiated products are unlikely 
to participate in ownership unless they cover a wide range of market-
space needs. Of more signifi cance to them may be the option to lever-
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age existing expert customer and product knowledge, to consult on 
development, or to supply expert knowledge in the marketspace.

Differentiated services
Differentiated services have still higher leverage and are, in some 
cases, possible owners or part-owners (consider some fi nancial 
service organisations or art auctioneers). They may be more criti-
cal to the marketspace than any products and will be a primary 
source of possible future competitors. However, the disadvantage 
to them of marketspace ownership lies in the reformulation of 
their business required to concentrate on value-adding digital ser-
vices: they would almost invariably need to allow their competi-
tors into the structure of the broad offer, or risk undermining com-
prehensiveness and trust.

Benefits for product and service suppliers

Again we look at the different categories:

Commodity products and services
For commodity marketers, marketspaces are an additional outlet 
to extend reach and volume. They are driven to participate 
through need, since marketspaces will be where a signifi cant vol-
ume of customers may be found, and if they decline to participate, 
a competitor will always do so.

Differentiated products and services
Marketspaces by defi nition offer access to a valuable, concerned 
customer base. Because the focus of the marketspace is on the de-
tails of the subject matter, and on fi nding an optimal (or satisfac-
tory) solution, differentiated products stand to gain. The expert 
advice and decision support that are central to the marketspace 
model support their core proposition, by highlighting the advan-
tages and ‘fi t’ of the product.
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For established producers who are hesitant to sell directly in 
online markets for fear of commoditisation devaluing their prod-
uct, this may be one of the few digital sales channels they can ben-
efi t from.

REVENUE POTENTIAL FOR PRODUCT AND 
SERVICE SUPPLIERS
Product and service suppliers may capture value through a multi-

tude of options including some of the more straightforward ones 

listed below:

•  sales obtained through presence in market as extension of the 

brand reach, paying the marketspace owners either:

    – an agreed fee, or

    – a margin on sales;

•  making sales on own service to referred customers for an agreed 

margin or fee;

•  making marginal sales of excess inventory by using the market-

space as a demand management outlet;

•  being a supplier to, or fulfi lment partner of, the marketspace 

where goods are sold under the marketspace brand;

•  being a wholesaler to the marketspace (where the marketspace 

or one of its members performs retail functions including fulfi l-

ment);

•  selling complementary services bundled with their own prod-

ucts, those of other suppliers or products sold by the market-

space; and

•  subscription sales for automated services developed with the 

marketspace.
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ADVERTISERS

Roles for advertisers

The major disadvantages of interruptive advertising in digital 
markets have been clearly highlighted earlier. In most cases the 
negative impact on the customer experience outweighs the in-
come advantages to a marketspace, which will be unwilling to ac-
cept advertising except within free, generic and low-value infor-
mation (though the nature of a marketspace is such that this is 
necessarily limited).

There may be opportunities for the sponsorship of certain 
ele ments, especially of services and for the placement of advertis-
ing content if it adds real value. However, given the nature of mar-
ketspaces, most products that could benefi t from exposure to an 
aggregated audience would benefi t more from a fuller participa-
tion (i.e. in appropriate opportunities for encounter within the 
customer task set) and the direct sales that would arise.

Benefits to advertisers

Would-be advertisers who embrace the sponsorship opportunity 
for major marketspace services can benefi t from the associations 
created. However, it should be remembered that, as noted earli-
er, many of these services, especially the high-value, automated 
ones, occur invisibly with the result that exposure may be limited 
to fi rst encounter and any ancillary marketing that is permitted.

IMPLICATIONS FOR TRADITIONAL INDUSTRY 
CATEGORIES

Finally, let’s look briefl y at how the above observations translate 
into opportunities for retailers, manufacturers and fi nancial ser-
vices.
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Retailers

Retailers have tended to view digital markets as a simple exten-
sion of the shop window, effectively ‘virtual shelf space’. The most 
obvious symptom of this approach is the prevalence of catalogue-
driven applications, which have often suffered badly from try-
ing to leverage earnings from the most price-sensitive end of the 
transaction. The outcome has been, as it has with so many other 
comparable efforts, that these initiatives play directly into the 
now-familiar commoditising tendencies of the Internet with the 
consequent effects on margin.

A genuine threat for retailers, on the other hand, lies in the 
real opportunities for producers and wholesalers to reach custom-
ers directly and, more subtly, in the increasing use of the market for 
demand management. Some categories 
have also seen an increase in demand ag-
gregation services and in some instanc-
es provision of direct customer access to 
business exchanges. All this increases the 
possibility of disintermediation, of being 
effectively cut out of the chain.

However, deploying their expert 
knowledge and their premises can dra-
matically increase the revenue sources 
available to retailers and, in respect of 
delivery and after-sales service, make 
them a critical, physical (as in bricks-
and-mortar) interface with the custom-
er. Signifi cantly, this transformation into 
experts, brokers and service providers also exploits the strengths 
of digital channels, while limiting exposure to margin erosion.

KEY POINT
One obvious defence lies in the cus-
tomer assurance that the brand fa-
miliarity of many high street names 
provides. However, retailers have 
other strengths that enable them to 
play highly effective – if unantici-
pated – roles in marketspaces. Their 
product and customer knowledge, 
buying expertise, and sales and de-
livery services, all place them cred-
ibly as potential experts, brokers, 
and localised service providers.
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Manufacturers

As competitive owners of production capacity, manufacturers 
risk cannibalising their core business if they own or run mar-
ketspaces, though the opportunity to invest separately is always 
open. The more tangible opportunity will lie in using marketspac-
es to create and sustain direct relationships with end customers. 
This has two major benefi ts:

1      Access to lead consumers provides both increased customer 
information and participation, enabling rapid and respon-
sive product design and earlier market testing.

2      For the increasing number of manufacturers who use modu-
lar design-and-build processes, appropriate types of market-
spaces can become the ‘last leg of operations’. Final confi gu-
ration and assembly can be performed in conjunction with 
the customer, who specifi es preferences in terms of product 
confi guration and options. The result is a form of personal 
customisation that both commands a price premium and ac-
tively supports the objectives of marketspaces.

Financial services

Some of the greatest success stories in application of the digital 
media have come from the fi nancial sector, Schwab providing one 
well-known example, and several on-line banking systems have 
enjoyed some success. In theory the nature of their relationship 
with customers makes fi nancial services perfectly positioned to 
own and control marketspaces. As providers of services of high 
consumer concern in long-term relationship with their clients, fi -
nancial services should be able to provide the kind of high-trust 
environment that is demanded.

But in practice, apart from some early and unimaginative 
forays into badging of online shopping mall concepts, many fi -
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nancial services have restricted themselves to using digital media 
in pursuit of two opportunities:

1      The reduction of operational costs through providing cus-
tomer interfaces and transaction services online. Reduction 
in operational cost is a competitive imperative, once some 
players have taken the fi rst steps, but strategies based on end-
less improvements to operational effi ciency and economies 
of scale reach a logical point of diminishing returns. (And 
the consequent ‘impersonalisation’ of the customer interface 
may also cause collateral damage to the trust relationship). 
While this is a necessary component of strategy, it fails to take 
advantage of the opportunities that digital markets offer, and 
unless balanced with initiatives to counter any damage to the 
relationship, can actually reduce future options.

2      The cross-selling of commoditised products, which, unless 
these are all genuinely ‘best value for money’, in any trans-
parent marketplace destroys the essential trust relationship 
in favour of elusive incremental sales.

There continues to be an urgent need for honest brokers in fi nancial 
services who offer not only impartial advice about a full range of of-
fers from all major players, but also provide appropriate windows of 
access into the wholesale markets. But with some notable exceptions, 
traditional fi nancial services have not risen to the challenge. Instead 
new players are emerging who are willing to confront the issue, espe-
cially through direct or brokered access to the wholesale market for 
wealthy individuals (and there is a decreasing net worth entry bar-
rier). Such services allow customers to tailor portfolios and insurance 
instruments to their own needs, rather than select the best fi t from 
a limited range. Provided they accompany these services with infor-
mation and learning for the customer, and the ability to reduce or 
spread risks, this new breed of player is likely to capture much of the 
value potentially available to fi nancial services in marketspaces.
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This is not to suggest that banking customers do not still 
need dedicated, digital, account-management services, only that 
other services are best sold through marketspace confi gurations, 
where proprietary products are not the primary raison d’être.

TO SUMMARISE

•   Information of value to a marketspace is possessed by a wide 
range of organisations, who can benefi t directly because it be-
comes possible to create revenue by charging for the use of the 
core product rather than having to aggregate huge quantities 
in order to sell advertising space.

•   Directories fi nd a natural requirement for their services 
throughout marketspaces, and are enabled to extend their 
business model to include a range of service and certifi cation 
features that create opportunities for new revenue streams.

•   Experts, learning providers and brokers are enfranchised, 
being able to offer their services as a direct input into the 
customer’s task set, when choices they can support are being 
made. Their consultancy and advice is critical to both owners 
and customers, engendering a range of opportunities.

•   Differentiated products and services are the direct benefi cia-
ries of the return of value created when real needs meet with 
expert advice and structured selection techniques. For them 
the relentless commoditisation of transparent markets is re-
versed.

•   Advertisers have fewer opportunities to engage: the struc-
tured nature of the material makes marketing messages intru-
sive, but sponsorship offers a potentially valuable substitute.

•   For retailers, the opportunity to leverage their knowledge, ser-
vices and systems within a marketspace may interestingly be 
greater than earning a margin on sales.
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•   Manufacturers can use marketspaces to improve product de-
velopment by working directly with lead users, and to custom-
ise their products in collaboration with customers.

•   Financial services have immense opportunities, but estab-
lished players require a change of outlook before they can com-
fortably take advantage of them.

NOTES

1      A choice-board is any component of the interface that struc-
tures the selection of optional components of a purchase (e.g. 
the customer purchasing a car will need a structured way to 
choose from the range of colours, trims, wheels etc. that are 
available and be able to visualise the result of their choices).

2      An information asymmetry exists when one party has access 
to information that is unavailable to the other.
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… Alice soon came to the conclusion that it was a very diffi cult game 

indeed. The players all played at once, without waiting for turns, quarrel-

ling all the while, and fi ghting for the hedgehogs; and in a very short time 

the Queen was in a furious passion, and went stamping about, and shout-

ing ‘Off with his head!’ or ‘Off with her head’ about once in a minute.

C H A P T E R  1 0

Rules and Relationships in 
Marketspaces

IN THIS CHAPTER WE LOOK AT

•   management issues that are unique to digital businesses and 
marketspaces in particular;

•   the critical role of the central management or owners;
•   the concerns of customer perception and experience;
•   balancing the tensions among key partners and allies;
•   deriving the strategic benefi ts of the marketspace confi gura-

tion; and
•   sustainability of marketspace strategies.
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THE IMPORTANCE OF MARKETSPACE OWNERS

We concern ourselves initially with the role, the challenges and 
the benefi ts of marketspace ownership and management. Isolat-
ing the distinctive management issues, we summarise the major 
components and look at the establishment of identity, support of 
trust, management of accessibility, the creation of the infrastruc-
ture and taking responsibility for the relationship dynamics. We 
conclude the chapter with a discussion of the benefi ts of the mar-
ketspace confi guration to the profi tability and sustainability of a 
digital business.

Whether a marketspace is primarily owned by a single busi-
ness or run as a partnership, the role of the management is criti-
cal to the maintenance of its identity and focus, the management 
of customer perception and the balance and relationships of the 
component parts. Unless participant businesses or departments 
are willing to relinquish these roles to an overriding manage-
ment structure, the marketspace has little chance of optimising 
the benefi ts for all its members. Attempts to control these vari-
ables through ad hoc negotiation are almost certain to founder on 
the distinctive perceptions and, ultimately, the self-interest of the 
individual members.

MANAGEMENT ISSUES THAT ARE DISTINCTIVE TO 
MARKETSPACES

It is not the intention of this chapter to explore all the management 
issues in detail (many of them are the generic concerns of all busi-
nesses) rather we focus on the critical concerns that are particu-
lar to, or of critical importance within, the marketspace confi gura-
tion. We have made the assumption that management will take 
responsibility for optimising return on investment and share-
holder value or, in the case of not-for-profi t operations, fulfi lment 
of the mandate, according to the imperatives of the particular 
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business. We will not therefore adopt this perspective as an ex-
plicit framework, although many of the issues we explore will in-
fl uence how that is to be achieved.

To help us to distinguish issues that are critical to market-
spaces and their management, we approach the management 
concerns as if they were independent of ownership of most of the 
components. Thus, purely for the sake of clarity, the assumption 
will be made that partner companies supply all the information, 
expertise and products and services that are required. The man-
agement is then responsible for infrastructure, provision of sup-
port for transactions, communication and collaboration and all 
automated services, which, representing as they do the critical 
customer ‘lock-in’ and the ‘invisible’ component of the brand, are 
issues of core competence. This allows us to concentrate atten-
tion on the capabilities required to leverage the components of the 
marketspace into a sustainable, competitive business, optimising 
the benefi t for all.

What then are the distinctive issues? To answer that we will 
return to our ‘Cycles of Customer Experience’ diagram, illustrat-
ing the interaction between the customer’s state of engagement 
and the state of their perception and commitment to the service 
(Fig. 10.1).

Using this we can identify a category of key management 
roles associated with the interlocking cycles and explore three 
major sets of tasks. The fi rst, management of customer perception, 
concerns the outer cycle, and includes the establishment and 
identity of the marketspace. Under this heading we can discern 
three critical tasks:

•   managing identity and perception;
•   management of the framework for trust; and
•   fostering the perception of value and commitment.

A second major set of tasks concerns the inner cycle, and we’ll 
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call it management of customer engagement. Bearing in mind our as-
sumption for the sake of this analysis that, with the exception of 
automated services, partners supply all the components of the 
marketspace and that therefore the customer is transacting with 
third parties, this consists in:

•   analysing and maintaining the modal framework;
•   providing and maintaining marketspace infrastructure; and
•   managing automated service provision.

Finally, in respect of tasks associated with the interplay of the two 
cycles, we can conceive trustpoints as the lubricant that move the 

Fig. 10.1 The Cycles of Customer Experience tool revisited.

Meaning
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customer from perception to action and back. The task here is the 
identifi cation and management of the trustpoint requirements.

A second category of critical management tasks, managing 
the value network, concerning the management of customer and 
partner relationships and external alliances, will depend in part 
on marketspace composition. Again, for the purpose of clarity, we 
will assume the partnership structure outlined at the start of this 
section.

Lastly, some issues concerning fully exploiting the benefi ts 
of the marketspace confi guration through optimising marketing 
scope and fostering customer commitment, are a question of the 
dynamics, and we will take a brief look at these towards the end 
of this chapter.

 HARD HAT AREA!

A CLOSER LOOK AT THE DISTINCTIVE CONCERNS

We now investigate the management tasks identifi ed in more de-
tail. Once again many of the components will prove to consist 
largely of generic management skills, and we will only provide 
comment on those elements that are specifi c to digital markets, 
and to marketspaces in particular.

Management of customer perception

We identifi ed the three principal components of this task as:

•   managing identity and perception;
•   management of the framework for trust; and
•   fostering the perception of value and commitment.

Let’s now take each of these in turn.

RULES AND RELATIONSHIPS IN MARKETSPACES

207

10_PC_ch10.indd 09/14/01, 1:48 PM207



Managing identity and perception
This includes:

•   establishing and clarifying the domain or domains of customer 
concern that are to be addressed;

•   specifying the focus by setting and policing clear boundaries to 
ensure that customers are not confused and frustrated;

•   creating the marketspace value proposition, brand positioning and 
differentiation from others with similar domain coverage; and

•   managing accessibility by ensuring that the service is available 
through all appropriate channels as and when customer pur-
pose creates the need for it.

The fi rst three elements together address the value proposition 
and answer the questions:

•   Who is this service for?
•   What is its scope and where are the boundaries?
•   How is it delivered?

To address these issues management must establish key features.

Domain and focus

As we have explored elsewhere, marketspaces exist within one 
or more domains or realms of customer interest, in that they fall 
under particular topics or areas of concern. To take a fresh exam-
ple, a putative marketspace concerning classical music would oc-
cupy a broad consumer domain called ‘leisure’ and also one called 
‘culture’. For employees of the industry and performers, it might 
lives primarily in the domain of work. Classical music is also a 
focused subset of a larger potential marketspace for music, and 
contains subsets of its own such as Baroque music (Fig. 10.2).

The owners need to make strategic decisions as to which do-
mains the marketspace will cater to, and where its boundaries 
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will lie within each. A larger marketspace with a broad focus on 
‘music’ might not be able to cater fully for all the subsets of mu-
sical interest it contains. Indeed in necessarily providing a great 
deal of information that lovers of classical music will fi nd irrel-
evant, it might be subject to what we call ‘hollowing out’, once the 
perceived value moves from product sales to in-depth provision 
of services.

This highlights an acute competitive issue. In general the 
balance between a broad ‘space’ encompassing high customer 
numbers, and a narrower space providing higher value to fewer 
customers will be critical. In an environment where viability is 
decided by our promiscuous customer, the quality and complete-
ness of the service is so important, that overly broad ‘spaces’ will 
be subject to rapid ‘hollowing out’ by better targeted offers. On 
the other hand many potential marketspaces may be just too small 
to support a viable business.

Culture

Leisure

Work

Music

Classical
music

Baroque
music

Fig. 10.2 Domains and boundaries for a classical music marketspace.
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Once the focus is clear, the establishment and maintenance of 
rational boundaries is a necessity, and not just for brand identity; 
failure to do so risks destroying clarity of meaning, and with it 
trust. Once established, these boundaries create a governing logic 
by which rules that exclude information, goods and services that 
are not core to the proposition, can be formulated and enforced.

Brand and differentiation

On the Commoditised Internet, the challenges of brand management 
have, in almost all cases, been approached with an essentially off-line 

ESTABLISHING FOCUS AND BOUNDARIES
A number of questions about the proposal need to be addressed at 

the outset:

1  Which primary domain is the marketspace intending to ad-

dress?

2  Is there a clear central proposition addressing identifi able cus-

tomer concerns?

3  Are those concerns suffi ciently distinct from the general con-

cerns of a larger grouping (e.g. classical music as a subset of 

music)?

4  Within the primary domain, is it possible to defi ne the boundar-

ies of the marketspace, or is what is not included ill-defi ned?

5  Do the interests of potential users from other domains intersect 

with those in the primary one in such a way as to create syner-

gies by catering for both, as may be the case with childcare spe-

cialists and parents? Or are their concerns so different that they 

must be addressed through different services?

6  Are its subsets themselves so identifi able and focused that users 

whose concern is that subset would rather have a devoted 

 service?
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mentality. Brand development has revolved primarily around the 
concerns of marketing and profi le and, while certain alliances have 
raised issues of brand identity and hierar-
chy (for example where a specialised con-
tent owner joins partners with a portal), 
the work has in general resided with mar-
keters and corporate identity designers. 
This is inadequate to the need, a detailed 
focus on customers’ experience as they 
tackle individual tasks is required.

Many other brand considerations 
will depend on the specifi cs of mar-
ketspace composition. Typically though, 
the very necessary range, diversity and complexity of the partner-
ships and alliances required to create a satisfactory marketspace 
will give rise to confl icts of identity and strategic intent whose res-
olution is by no means adequately achieved through brand strat-
egy alone. However, it will be a critical role of owners to take on, 
and fl exibly manage the clear and powerful expression through 
brand communications of the marketspace’s identity and values. 
In the context of this imperative, the need for diplomatic yet fi rm 
public control of a plethora of participating brands – each with its 
own agenda, many in theoretical confl ict with each other – will be 
a tough and critical role for owners.

A number of other levers are available to help the owners 
establish the characteristics of the marketspace that distinguish it 
from other potentially similar offers with which it may compete. 
As well as differences of focus this will include the espoused val-
ues, the selection and identity of components, the range and na-
ture of customer touchpoints for access and the geographic and 
demographic scope.

The management of access

As we have discussed throughout, the provision and balancing 

KEY POINT
As we have stressed in ‘Mode, Pur-
pose and Task’, beyond the issues of 
focus and identity, it is essential to 
accept that the customer experience 
of the service will to a large degree 
defi ne their understanding of the 
brand. Modal analysis has a critical 
role to play here.
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THE CHOICE OF POSITIONING

Mission and values

Placing the customer at the heart of the strategy provides the op-

portunity for the owners of different marketspaces to select from 

a range of possible missions and to stand for a set of values with 

which customers can identify. Thus one business might approach 

the childcare market from the standpoint of maximising conve-

nience for working parents; another might concentrate on reassur-

ance, advice and problem sharing. Many of the core resources and 

offers would be similar, indeed the full set of services might ap-

pear a close match, but the strategic intent and the target customer 

would be different.

Configuration, completeness and scope

Further differentiation between potential realisations of a market-

space is evident in the choice of participants, their capabilities, the 

integration of their services and the overall fi t that is established. 

The requirement for perceived completeness, explored later, oblig-

es the owners to ensure an adequate balance and range of prod-

ucts, services and information resources.

Geographical and demographic scope, as well as the bound-

aries of the service itself, will affect what constitutes completeness 

within any market.

Customer interface and benefits

The range of opportunities to confi gure the customer interface 

and the underlying resources allows great fl exibility in defi ning 

and delivering targeted customer benefi ts. For instance, the own-

ers have the opportunity, where it adds value, to provide custom-

ers with a transparent window into the supply chain, enabling 

them to purchase products and services direct. This may serve to 

further reduce the cost of commodity items or to provide a better 
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of multiple channels for access presents a primary challenge for 
marketspaces’ management. Modal analysis provides the raw 
information, enabling decisions about preferred confi guration, 
which channels must be available, and how they are best de-
ployed. Many channels, however, have limited reach, and the size 
and profi le of their customer base will be a decisive factor in selec-
tion.

Good stewardship demands close consideration of a second 
factor. The owners must balance and manage channels as ‘choke 
points’, since the channel owner will often be in a position to cap-
ture a part of the economic value in the form of fees, required use 
of channel owned services, or a margin of the transaction. These 
issues are addressed in greater detail under managing the value net-
work, below.

Management of the framework for trust
This set of tasks concerns the macro issues of trust, in that it 
provides the essential foundations by which customer trust is 
fostered, as distinct from the micro concerns of managing trust-
points, which we will touch on again later. As we have seen, trust 
is a complex issue. We have already examined the foundations in 
the form of security, clarity about the customer relationship and 

and more fl exible range of product confi gurations. The role of a 

retail intermediary in digital markets is only valid where product 

complexity, demand consolidation or complexities of fulfi lment 

demand it.

Other opportunities to adjust the customer interface lie in the 

choice of presentation. Automated services, for instance, may fea-

ture as an explicit benefi t, or they may be bundled with other prod-

ucts and services.
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the use of customer data. These establish ground-rules that must 
be accepted by all players. We have also referred to neutrality, ex-
ternal certifi cation and validation, and the need for responsive-
ness.

The full range of aspects to a trust relationship is diverse, and 
will contain elements that are particular to a given marketspace. It 
is a primary task of the owner to identify all the relevant concerns, 
make provisions where possible, and provide and police ground-
rules for the remainder.

The generic tasks can be identifi ed as:

•   establishing and managing the security and privacy policies and 
features;

•   identifying and meeting requirements for third-party certifi ca-
tion and validation;

•   ensuring adequate completeness of the components in respect of 
customer purpose and tasks;

•   observing the imperative of neutrality;
•   minimising perceived dissonance;
•   policing internal marketing and the use of customer data.

Many of these concerns, such as the security and privacy re-
quirements and the need for external certifi cation, are either well 
known or have been adequately explored in earlier chapters. 
However, the issues of completeness and neutrality, as well as 
the newly introduced concept of dissonance, bear further discus-
sion.

The requirement for ‘bounded completeness’ and neutrality

Marketspaces have two completeness requirements. The fi rst con-
cerns ensuring that, as far as possible, all resources required to 
meet the identifi ed customer purposes and task sets are available 
within the marketspace. The second is the related requirement for 
perceived independence and neutrality.
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Since in digital markets consumers can, directly or with the 
assistance of intelligent agents, access the details and prices of the 
full range of any product or service 
they require, forcing them to work for 
that information is a denial of trust. Ser-
vices organised on marketspace princi-
ples therefore need to ensure that cus-
tomers have rapid access to a range of 
offers that is at least representative, and 
ideally comprehensive.

Minimising perceived dissonance

The transparency of the digital environ-
ment ensures that customers quickly be-
come aware, either through their own browsing or through peers, 
of inconsistencies in the messages, prices and communications 
activities of service providers. This extends, with the potential 
for greater long-term damage, to discrepancies between the es-
poused values of the organisation and its actual behaviour. Fig. 
10.3 captures some of the major potential confl icts.

In a marketspace, the problem is exacerbated by the many 
participating partners and suppliers. We have already touched on 
the brand confl icts that may arise, but both far subtler behaviours 
in the everyday contact, and the activities of participants outside 
the marketspace arena, have the potential for undermining trust. 
The selection of partners and the rules of engagement both need 
to be rigorous if trust is to be preserved.

Fostering the perception of value and commitment

Getting customers to perceive meaning and relevance in the offer, 
and establishing a trust relationship, are only the precursors to the 
all-important commercial relationship. A viable business needs 
customers to purchase and keep purchasing. This will not hap-
pen if they do not perceive value in the goods and services, or if 

KEY POINT
Trust, as we have seen, is hard to 
establish and easy to destroy. Per-
ceived bias, especially in the selec-
tion of products and services that 
are made available, is one quick way 
to destroy it. Taken together, com-
pleteness and neutrality make it 
hard for producers to play an own-
ership role in marketspaces.
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the buying experience or after-sales follow-through is unsatisfac-
tory. Careful attention is essential, bearing in mind that the ideal 
outcome is for customers to entrust the service with the automatic 
handling of major tasks. We identify fi ve primary responsibili-
ties:

•   guaranteeing that all products and services include competi-
tively priced options as well as any differentiated or luxury vari-
ants;

•   designing and managing a usable, reliable and quick buying 
experience;

•   agreeing and regulating response and fulfi lment targets for all 
transactions;

•   identifying opportunities to simplify and automate the custom-
ers’ task set; and

Marketspace 
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values

Execution 

policy

Partners

Suppliers
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experience
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‘Standing 
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Fig. 10.3 The potential for dissonance. Solid lines indicate the flow of influences, 
dashed lines the major potential discrepancies between expectation and realisation.
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•   extending trust and transaction support into any desirable sec-
ondary peer-to-peer markets.

These are all infl uences on customer perception that can, to a lim-
ited degree, be controlled. Once again the majority of them are 
largely self-explanatory. Competitive pricing, especially for com-
modity items, is a sine qua non of digital trading, unsatisfactory 
buying experiences are the major reason why customers abort 
digital transactions, and the post-sales experience is at least as 
critical. The wise marketspace owner will underwrite and guar-
antee all transactions conducted through the service.

Automation has been examined in some detail earlier, but 
clearly the initial analytical approach to identifying opportunities 
will need to be augmented by customer research and extensive 
trials, if maximum benefi t is to be derived by business and cus-
tomer.

Services for the peer-to-peer market

Extending services into the peer-to-peer market may seem out of 
place. In fact this is the ideal opportunity to become a touchstone 
of value for the customer. The simple provision of expert advice 
and access to a secure transaction mechanic through a trusted pro-
vider, can build the customer relationship more soundly then any 
amount of direct communications can achieve.

As this is primarily a relationship management issue, we ad-
dress it and its benefi ts in more detail in Managing the Value Net-
work below.

Management of customer engagement

The second major set of tasks associated with customer experi-
ence is connected with the inner, engagement ring of the Cycles 
of Customer Experience tool. Unlike the foregoing, this is about 
the minutiae of the experience, ensuring that provision is as easy 
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to understand and use as is possible, and about building robust 
systems. We identifi ed three components:

•   analysing and maintaining the modal framework;
•   providing and maintaining marketspace infrastructure; and
•   managing automated service provision.

Analysing and maintaining the modal framework
Examining this in more detail, it consists of four tasks:

•   understanding the full range of customers’ modes of interaction 
and purposes and analysing the appropriate responses and task 
sets;

•   providing easy access on arrival to relevant, and where possible 
complete, task solutions to meet all identifi ed customer purpos-
es;

•   seeking opportunities to address as full a range of customer con-
cerns in respect of the domain as is economically viable; and

•   distinguishing, locating and confi guring the components necessary 
to deliver the full range of information, expertise, certifi cation 
and products and services required.

All have already been explored in Chapter 4, ‘Modes, Purposes 
and Tasks’, and Chapter 7, ‘The Marketspace’.

Providing and maintaining marketspace infrastructure
These activities are concerned with building, or procuring and 
managing, the key assets and capabilities of the service infrastruc-
ture and include:

•   building and managing the transaction, communication and col-
laboration infrastructure; and

•   establishing, maintaining (and ensuring the confi dentiality of) 
all customer profi les and data.
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After the initial design and build of the marketspace, these tasks, 
for the most part, reduce to a series of issues about core compe-
tence, capabilities and processes.

Creation of capabilities and processes

As usual, core processes will depend on strategic objectives, the 
value proposition and the combination of skills required for de-
livering on them.

In any marketspace, the backbone of essential core services 
provided by the management will include:

•   automated and semi-automated services;
•   core transaction services;
•   customer communication and collaboration services;
•   trust and authentication services; 
•   one or more directories; and
•   infrastructure and rules for business process integration.

Many other services will be specifi c to the individual market-
space. Core processes will be needed to handle all of these ‘owner-
provided’ components, and to deal with customer support and 
feedback.

A core competence in recognising and responding to cus-
tomer modes and purposes is of course essential in a marketspace, 
but not the sum total of distinctive capabilities that are required. 
On the contrary, core competencies to deliver on the value propo-
sition will vary greatly, partly in refl ection of the revenue model. 
Different strategic objectives for innovation or improved oper-
ational effectiveness will defi ne which competencies create the 
possibility of excellence.

Managing automated service provision
Two largely self-explanatory tasks follow from the use of modal 
analysis to simplify and automate customer task sets:
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•   ensuring the availability of all necessary data feeds for mainte-
nance or triggering of automated services; and

•   providing secure and reliable management of automated services.

Managing the trustpoint requirement

We have been describing trustpoints as the lubricant that moves 
customers from perception to action and back. This is an oversim-
plifi cation, as many trustpoint requirements are connected with 
authentication of material or simple respect for human behav-
ioural preferences, but it is a useful way of thinking about the 
management issues.

Identifying trustpoints is a task that we described in more 
detail in Chapter 7, ‘The Marketspace’, and is a fi nal stage of the 
modal analysis process. The management task is simply stated, 
but complex in performance: identify all trustpoint needs and de-
vise the simplest, most thorough satisfaction achievable. This will 
often involve research, and the market testing of alternatives.

MANAGING THE VALUE NETWORK

This category of management concerns covers a range of rela-
tionship issues: we will focus on those with customers and with 
marketspace members and alliance partners. Many relationship-
building and guardianship tasks, such as primary marketing, 
are generic management issues, but challenges falling under this 
broad umbrella that are distinctive to marketspaces include:

•   maintaining the dynamics of the relationship with customers;
•   supporting the peer-to-peer network;
•   managing the balance and relationship of service partners and the 

appropriation of revenue;
•   establishing and managing alliances with complimentary key ser-

vices in adjacent domains; and
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•   managing channel relationships and the relative capture of eco-
nomic value.

We will address some of these issues in more detail.

Customer relationship dynamics

A key part of a sustainable strategy for marketspace growth lies 
in the ability to create valuable services that ‘lock’ the customer 
in. Getting to this point involves a thoroughly developed engage-
ment strategy. It’s obvious by now that reliability and responsive-
ness are critical; customers are not going to entrust important 
chores to an unreliable or slow service provider. Any marketspace 
development strategy must have a plan to cultivate the customer 
relationship through the provision of timely expert advice and 
learning, and consistent support for customer purposes that take 
time to accomplish.

The brand new challenge of peer-to-peer networks

The signifi cance of these new networks has been alluded to above; 
it is an essential insight for the marketspace owner that ongoing 
direct interaction between customers requires close attention. Of 
course, the issue may appear to have been addressed through the 
provision of communication and collaboration services, but in fu-
ture digital markets it goes far beyond such threshold provision.

Consumers have always traded with each other of course 
but, apart from the second-hand car market, and some well-
 developed collectors’ markets such as that for stamps, this has tra-
ditionally been a fairly ad hoc business with few enablers and a 
resolutely ‘caveat emptor’ outlook. On-line auctions such as eBay 
started to change this, and the advent of ‘pure’ peer-to-peer trad-
ing systems such as Napster and Gnutella, have helped the mar-
ket along in this radical and often controversial direction.
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For this type of customer trading to truly fl ourish, however, 
(and echoing our points made earlier in ‘Key Drivers and En-
ablers of Marketspaces’ and above) it needs the support that mar-
ketspaces are well positioned to provide: directory systems, ex-
pert advice, trust services and transaction mechanics; potentially 
including auctions, exchanges and fi le trading. Attention to the 
needs of the peer market may also reveal a need to extend service 
provision to the handling of micro-payments and the availability 
of delivery services. Such an infrastructure will be critical to the 
dynamic of the market, whether the goods concerned are primar-
ily physical or digital.

It’s important to grasp that these developments do not solely 
benefi t customers; they offer marketspace partners many oppor-
tunities, arising from a change in perspective on the value chain 
and increased customer insight.

The extended value chain
In traditional markets the consumer is for the most part treated as 
the end point of the value chain. In this model, lack of customer 
visibility up the supply chain creates information asymmetries1 
allowing price differentials between equivalent products to fl our-
ish. In fact the asymmetries have always existed both ways: the 
marketer has equally been denied visibility of the post-sales and 
secondary markets.

The greater transparency of digital markets has changed 
that, with the initial outcome, as we have seen, that price transpar-
ency in the Commoditised Internet continuously erodes margins. 
A further change is underway. Whereas the marketer tradition-
ally had limited ability to obtain access to, or real visibility of, cus-
tomer trading and secondary markets, this access now becomes 
available. It can provide signifi cant customer, product and market 
information, as well as onward sales and support opportunities.

Peer-to-peer trading is inherently less structured than busi-
ness-to-business systems, but the value chain no longer stops 
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with the principal buyer, and therefore, at least in the appropriate 
domains, marketspaces can realise whole new types of value for 
all participants.

Balance and relationship of service partners

Patterns in partnership
Partnerships and alliances of all kinds have been a feature of digi-
tal projects from the outset. Whether they are for the creation of 
infrastructure or for traffi c generation, marketing or fulfi lment, 
such associations are understood to be critical, but they are often 
very loose, and many players still want to manage sales and dis-
tribution from sites that they own and control.

In this light, digital services are still being seen as virtual 
counterparts of existing structural elements of the business, and 
partnerships as a marriage of independents, not of co-depen-
dents. With the result that many, if not most, participants have 

PEER-TO-PEER INVOLVEMENT BENEFITS 
INFORMATION AND INSIGHT
Marketspace propositions are founded on customer insight, and 

they evolve over time as customer information and feedback fuel 

fresh insight. The strategic deployment and analysis of customer 

information, and its appropriate sharing among partners and sup-

pliers, will dictate direction, speed of growth, and the ability of all 

components to optimise their delivery and alignment in service 

of the value proposition, and their own dependent strategies. En-

gagement with the peer-to-peer market greatly enhances the quan-

tity and quality of the information available.

From the competitive standpoint, good strategic deployment 

of customer insight will allow fi rst movers to retain an advantage 

(and of course challengers to catch-up!).
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been subject to the destructive power of the Commoditised Inter-
net.

The fallacy of total disintermediation
Alliances have been changing subtly anyway. Increasingly, at the 
time of writing, companies make their Internet sales from micro-

sites, or through service offers embed-
ded within portals or other companies’ 
services. A single player may be more or 
less deeply engaged with scores of oth-
ers. But the conscious realisation that, 
for many participants, there may be no 
need for a separate, branded presence, 
has been slow to surface.

Of course some manufacturers 
allow their products to be displayed on 
many sites, and most view the digital 
environment as just another channel to 
market. But the temptation to attempt 
to duplicate off-line models on-line, or 
to circumvent distributors altogether, is 
both strong and wrong. As we’ve noted 
above more than once, both direct sales 

services and distribution channels that imitate retail models, im-
mediately lay products open to the pressures of transparency and 
commoditisation that destroy value.

The critical role of relationship management for participants
Whether one company wholly owns the service, or its ownership 
is shared amongst its participants, there will always be a need 
to accommodate independent players in a number of expert and 
product supply roles. Managing this network of partner relation-
ships will be a core competence for marketspace owners. The na-
ture of the relationships will vary, but three signifi cantly differ-

KEY POINT
The new question for most partici-
pating businesses in the context 
of marketspaces needs to be not, 
‘how can I get maximum expo-
sure?’ (the old traffi c/footfall-based 
concept) but ‘how can I appear op-
timally in a value-supporting con-
text?’ For producers of goods and 
services, the answer will increas-
ingly be not ‘by featuring in an 
on-line equivalent to the retailer’ 
but ‘by appearing in the appropri-
ate, relevant, high-value informa-
tion contexts’.
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EXPLORING KEY RELATIONSHIPS
Coalition members

We have said that the complex mix of information, products, 

knowledge, expertise, customer insight and technology that any 

marketspace will require, is not likely to be available within, or 

quickly built by, any one organisation, so joint ventures will play 

a strong role. The members of any joint venture ‘coalition’ will 

have a stronger infl uence on outcomes than other components, 

and their relative contribution, infl uence and degree of ownership 

will defi ne many characteristics of the organisation.

Delivery partners

Beyond the immediate coalition, a range of more or less close part-

nerships are required to deliver other products and services, ex-

pertise or core infrastructure. The greater the signifi cance of their 

contribution, and the more complete the integration required to 

deliver customer benefi ts effectively, the more infl uence they will 

exert. Often expert partners will be providing the independent ad-

vice that forms a critical element of trust, maintaining an appropri-

ate relationship with them, and between them and product and 

service providers, will prove challenging if their independence is 

to be credible.

Product suppliers

Despite generally maintaining a ‘supplier’ relationship with the 

marketspace, most product marketers will ultimately interface di-

rectly with the customer during the sales or fulfi lment process. In-

deed, interposing the marketspace as an intermediary may create 

usability issues, and in some cases an unacceptable price premi-

um. This direct interface means that supplier selection, how they 

‘fi t’, their compliance with marketspace rules and their presenta-

tion may be critical to success.
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ent forms can be distinguished and each needs careful provision. 
These are:

•   coalition members who participate in ownership of the ser-
vice;

•   delivery partners who are key contributors but not owners (ex-
perts will commonly appear in this role because of their need 
to retain independence); and

•   product suppliers who provide and deliver the range of prod-
ucts and services.

Key relationship management issues
Two relationship management issues are central.

Internal neutrality and boundary management

Maintenance of customer perception and apportionment of the 
benefi ts, oblige the owners to preserve a careful and neutral bal-
ance between information, expertise and product providers, to 
ensure that dominant players are not permitted to displace impor-
tant but less powerful providers, compromise trust or distort the 
external boundaries of the marketspace.

The relative power of the members of any ownership co-
alition, its partners and supplier companies and the boundaries 
between them, will defi ne the composition, partnership dynam-
ics, and to a substantial degree the customer experience, of any 
market space. Relatively small boundary changes could have pro-
found effects on the relative leverage of the various contributors, 
and on the ‘meaning’ and messages perceived by the customer. In-
ternal boundary management is therefore a critical strategic issue.

Partnership dynamics

The possible number of players, and the variety of their strategic 
ambitions, creates the potential for severe tensions, which can 
only be managed by the owners.
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For example, this is illustrated by the tensions between infor-
mation publishers, who naturally wish to increase their presence 
and infl uence by extending the breadth of coverage, and brokers 
who come into their own with increasing vertical depth. A third 
dimension, the option for sector or international market exten-
sion, further complicates the picture. Each party may favour such 
a move if it aligns with its own current reach or planned expan-
sion, but not otherwise. We use a simple graphical method for 
plotting such tensions by mapping their major dimensions as il-
lustrated in Fig. 10.4.

Alliances with complementary key services

Ensuring that suitable agreements for mutual presence and refer-
ral exist with complementary service providers will be critical for 
two reasons.
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Fig. 10.4 One way of mapping marketspace tensions: content owners will wish to 
see more of their material featured and pull the service towards an information-rich 
environment. Brokers on the other hand will wish to extend transaction services. Each 
will have different expansion ambitions.
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1      Cross promotion through referral of traffi c is a well-estab-
lished marketing tool in digital business, and benefi ts both 
parties;

2      Less obviously, the boundaries of marketspace domain cov-
erage are to a large degree arbitrary. Despite efforts to estab-
lish natural limits to the breadth of the offer, some customers 
will always need access to related services that lie outside its 
umbrella. This access needs to be enabled, and managers will 
seek to identify and affi liate with appropriate allies.

Channels and their integration

We referred above to the management of access and the need to 
ensure appropriate channel availability, but the issue also has crit-
ical importance for the capture of economic value. Once digital 
presence is extended beyond a dial-up interface with the Inter-
net to always-on mobile channels or to interactive television, 

the structural relationships change. The 
service can no longer be made available 
solely by providing an Internet site for 
customers to access. Several channels are 
usually required, and these act as inter-
mediaries between the marketspace and 
the customer. The marketspace owner 
will pay for more than just technology to 
ensure that customers have useful and 
convenient access. Mobile and television 
channels are not public networks sub-
ject to regulatory supervision of access. 
They have private owners who act as 
‘choke points’, being in a position – in-
deed in many cases specifi cally in busi-

ness – to levy charges for the use of their infrastructure, and of 
course access to their customer base.

KEY POINT
Fortunately channel owners, de-
spite many attempts to go it alone, 
are as dependent on being able to 
offer a full range of services as 
these services are on access to their 
customers. Thus the relationship is 
symbiotic in nature, and its balance 
will depend on the market reach 
the channel provides in comparison 
with the value the service brings 
to the channel for customer acquisi-
tion or retention.
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CHANNEL MANAGEMENT ISSUES
The scope for channel owners to extract economic value from 

transactions carried out on their service, varies according to the at-

tributes and core revenue model of the channel concerned, as 

well as the general structure of the industry. Fixed-link, dial-up 

networks permit the network owner only to levy line-rental charg-

es; hosting and transaction services are independent and carriers 

share common protocols and universal connectivity. This is not 

true of mobile channels or of television access; in both cases, pro-

prietary technology and protocols, and restrictions of supplier ac-

cess, apply. In effect therefore, services may only be able to ap-

pear on such channels by permission of the owners, and lack of 

universal connectivity means that even being granted access is no 

guarantee of connection or exposure to the majority of the market-

space’s customer base.

Furthermore, many channels are likely to wish – or even re-

quire – services to use the channel’s billing facilities for transac-

tions taking place while customers use the channel.

These challenges mean that:

•  In order to reserve their negotiating position, owners must en-

sure that universal free or line-cost access is available wherever 

possible.

•  Once the balance of channels required is ascertained, their selec-

tion becomes a matter of customer demographics, often purely 

a measure of the percentage of the critical audience that each 

channel can reach, as much as cost minimisation, restricting ne-

gotiating power. Channels with good coverage of the primary 

customer base will be in a commanding position.
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From the point of view of the customer, the desirability or 
otherwise of a marketspace may be as strongly infl uenced by the 
balance of channels, as by its composition and marketing. From 
the owner’s perspective, relationships with channel owners may 
affect economic viability.

EXPLOITING THE BENEFITS

Beyond the issues raised in connection with customer perception 
and experience, and the complexities of the network of relation-
ships, managers will work to take advantage of the key benefi ts 
to profi tability and sustainable advantage offered by the market-
space model. Some of these are explored below.

Capture of economic value

In owning and controlling the infrastructure, defi nition and 
boundaries of the marketspace, owners are themselves a ‘choke 
point’ controlling access to the customer. All other participants 
will pay in some way for this access, to a degree that will tend to 
depend on their leverage.

As we have pointed out, a marketspace is in turn subject to 
some capture of economic value by channel owners where mobile 
or iTV channels are required outlets. However, a powerful value 
proposition and the strong potential for customer commitment 
over time, arm the marketspace with substantial leverage.

Sustainability of the competitive strategy

Competitor ‘lock-out’
The customer lock-in that arises from full service, continuous ac-
cess, and especially from automation, offers a substantial oppor-
tunity for competitor ‘lock-out’. Learning from early feedback, 
and application of the knowledge gained to improving customer 
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understanding and customer benefi ts, reinforces any early lead. 
A positive feedback loop is in operation. However, fi rst movers 
will often be groping their way slowly towards an optimum con-
fi guration and fast followers may have an excellent opportunity 
to take advantage of their learning.

Barriers to imitation
The distinctive meaning created within the marketspace, the 
breadth of its focus, and the specifi c confi guration of resources 
that are deployed to deliver and support it, create a unique set 
of customer benefi ts. The strategic fl exibility of the marketspace 
model, the mix of partners and the balance of leverage among 
them, equally ensure that no two propositions will appear identi-
cal to the customer. The sources of advantage will necessarily be 
‘opaque’, making successful marketspaces hard to imitate. How-
ever, as noted above, they may be subject to encroachment from 
adjacent markets, hollowing out by more focused models, or en-
gulfment by broader ones.

Focus

Focus is inherent in the marketspace proposition. By providing 
a more or less coherent mixture of products and services, whose 
unifying principle is the satisfaction of a particular set of related 
customer needs, a marketspace is founded on real customer focus, 
and lives or dies by its ability to capture and exploit customer 
knowledge. This clarity of the value proposition is the founda-
tion of the marketing advantages outlined below, and promotes 
effi ciency of asset use, ensuring that investment is directed only 
at those aspects of the service that create well-defi ned customer 
benefi ts.
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Marketing scope

Much of the marketing is likely to take place in collaboration with 
partners and allies, through co-marketing, specialised media and 
PR. Money saved on mass-media communications can therefore 
be spent on improving conversion and retention, rather than on 
initial attraction, thus reinforcing learning and customer lock-in.

SOURCES OF BENEFIT TO MARKETING SCOPE
Network effects

The interaction of the community and wider peer-group member-

ship, augmented by communication and collaboration systems, en-

sures that existing users attract new ones. The scale of this effect will 

vary depending on the nature of the marketspace (for example, the 

domains of concern covered, the specifi c focus and the consequent 

scope for collaboration) and on the task sets supported (some lead 

more naturally to wider participative activities than others do). In 

the extreme case, viral marketing or peer-group networking be-

come self-sustaining sales mechanics, where information fl ows be-

tween peers are more powerful than any marketing campaign.

Scope economies

Economies of scope through co-marketing with partners support 

the interest of all participants. Limited marketing collateral can 

serve multiple uses, and the piggyback effect of riding on other 

marketing campaigns serves to amplify its effectiveness. The over-

all effect again is to lower the cost of initial, attraction marketing 

and reinforce the emphasis on conversion and retention.

Focus on conversion and retention

As the foregoing implies, conversion and retention are central to 

and supported by the marketspace confi guration. With its focus 
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REDUCING THE RISKS TO SUSTAINABILITY

Focus strategies run the risk that cus-
tomer preference and behaviour change, 
leaving the focused service provider 
with a devalued proposition and a de-
clining market. Permanently locking the 
market boundaries, composition, deliv-
ery confi guration and customer relation-
ship dynamics, risks infl exibility if so-
cial or economic trends move against it.

For longer-term planning, insight 
into broader social trends and poten-
tially disruptive technologies and busi-
ness models will be needed. The multi-
ple owners and contributors can be an 
asset here, bringing different perspec-
tives and insights, but collection and 
analysis of this information will, of 
course, need co-ordination if any effec-
tive early detection is to be achieved.

TO SUMMARISE

•   Marketspaces create many distinctive management challenges 
that require careful addressing if any strategy is to work.

on recognising and supporting customers’ modes and the task sets 

that fulfi l their purpose, the marketspace has these objectives at the 

heart of its proposition, not merely as an accident of ‘product fi t’ 

and discretionary progression to further purchase.

KEY POINT
Judiciously employed, the customer 
information and insight available 
within a marketspace will enable 
early detection of market changes, 
and the multiple partners and com-
ponents of its structure assist rapid 
reconfi guration to respond to them. 
Such a structure is inherently dy-
namic and responsive. Moreover 
the spreading of investment be-
tween partners can reduce the 
capital outlay for each, creating 
the potential for lower and earlier 
breakeven, and therefore less lock-
in to the objectives of an original 
business plan.
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•   One central role is the management of customer perception, 
including identity and focus, the framework for trust and the 
perceived value of the offer.

•   Another lies in managing the customer experience through 
the use of modal analysis, and providing the infrastructure 
through which it is realised.

•   Owners must also manage the minutiae of trustpoints, if the 
customer is to translate positive perception into active engage-
ment.

•   Management of customer relationships challenges the owners 
to extend the provision of services for activities that occur out-
side the boundaries of the system, and rewards them with in-
valuable customer information and new opportunities.

•   Relationships within the marketspace between partners de-
mand the creation of a rule-based framework, and careful bal-
ancing of the multiplicity of interests and brands.

•   Channel owners are critical ‘choke points’, capturing econom-
ic value by levying charges for customer access and use of their 
services: their selection and the terms of engagement affect 
profi tability as well as customer perception.

•   The marketspace confi guration offers multiple sources of sus-
tainable competitive advantage and marketing scope. To ben-
efi t, owners will need to effectively manage these benefi ts on 
behalf of the diverse interests of all participants.

NOTES

1      An information asymmetry exists when one party has access 
to information that is unavailable to the other.
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‘Everything’s got a moral, if you can just fi nd it.’

C H A P T E R  11

The Return of Value to 
Digital Markets

IN THIS CHAPTER WE LOOK AT

•   how changes to access characteristics create and interact with 
changes to the organisation of information;

•   which combinations of access and information are likely to fur-
nish valuable services;

•   how portals and marketspaces are positioned to deliver these 
services;

•   the difference that depth of support for the customer concern 
makes; and

•   a summary of the strategic contentions and conclusions of this 
book.
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A PAUSE BEFORE THE LAST STRETCH

As our argument has extended through this book, you will have 
probably noted three key recurring themes:

•   How can information be organised in digital markets to optimise 
support for customer purpose by fostering meaning and trust? 
(See: ‘What’s Wrong with the Internet?’ and ‘Meaning, Trust 
and Value’.)

•   How can device and channel strategies be combined to offer 
customers the best possible access, according to their unique 
current mode? (See: ‘What’s Wrong with the Internet?’ and 
‘Modes, Purposes and Tasks’.)

•   How can the depth of support for customer purpose in a particu-
lar domain be maximised? (See: ‘What’s Wrong with the Inter-
net?’ and ‘Modes, Purposes and Tasks’.)

We’ve proposed our own discipline of Modal Analysis as offer-
ing the best toolkit for unpacking and answering these questions, 
with the three elements of mode – environmental, contextual and 
purposive – enabling management to ‘triangulate’ on our key 
themes above, and to identify how to provide most value to the 
desirable customer in tomorrow’s digital marketplace.

In the heart of the book (Chapters 7–10) we’ve examined how 
this proposed solution plays out for both customers and the full 
range of key business types, using our new paradigm for value, 
the marketspace.

In this last chapter, we will apply those three concerns, the 
organisation of information, depth of support and extent of acces-
sibility, to create a concluding framework, visualised as our ‘Value 
Cube’ tool.

This approach enables us to locate precisely where future 
value lies for our promiscuous customer, and thus where our in-
visible brands need to be most focused.
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We conclude the chapter with a brief summary of our strate-
gic contentions, which will help to crystallise what we see as a ro-
bust vision of the problems facing business in digital markets at 
the time of writing, how those problems have come about, and 
the form that a viable new paradigm for the delivery of value will 
take.

A CHANGE OF PARADIGM

Revisiting our Revenue Cube from Chapter 3, we see that it is 
successful in capturing so many current 
Internet business models because, like 
them, it focuses exclusively on the prod-
ucts and the mechanics of the trans-
action. On the Commoditised Internet, 
aggregation of either audiences or prod-
ucts is a dominant theme; the underly-
ing assumptions are usually that value is 
added through the reduction of transac-
tion costs, and that overwhelming quan-
tity amply compensates for any short-
comings in quality. Awkward questions 
about how customers experience this, 
and whether it really adds value for 
them, are ignored or brushed aside.

Each new technology and device is recruited to the service of 
stretching the model, increasing the audience, and extending the 
range. Like bloated department stores (whose growth and subse-
quent slow decline may hold lessons for the future) whole depart-
ments, fl oors and branches are added, compelled by the underly-
ing logic.

Transfi xed in the headlights of the oncoming rush of techni-
cal widgetry, we remain unable to focus on the underlying truth 
that, as Clayton Christiansen has acutely observed in The Innova-

KEY POINT
The marketspace concept offers us 
the opportunity to change perspec-
tive, to approach the problem from 
the point-of-view of the customer 
and thus to uncover the new para-
digm that is driving value creation. 
It is time to expose an underlying 
theme of this book: the Internet, the 
great disrupter of business, is about 
to see the businesses it has spawned 
be themselves disrupted, and not by 
the technology.
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tor’s Dilemma1 and elsewhere – technology is not the only source 
of disruptive innovation.

WHERE WILL TOMORROW’S VALUE BE FOUND?

The customer experience of the new access attributes

When access is largely through dial-up appliances, service provi-
sion is constrained by discontinuities in time and space. When 
restricted to this dial-up environment, Modal Analysis reveals 
the shortcomings of a service that can only address very limited 
task sequences, falling well short of fulfi lling the full customer 
purpose. Typically such services satisfy only partial value chains, 
and therefore offer only limited customer value. Thus, however 
good our intention, without service continuity the relentless 
commoditisation of products and services marketed through the 
Internet is likely to continue.

The changes that create the real marketspace opportunity are 
only fully realisable as continuous access over portable devices 
becomes widely available. To take advantage of such changes, as 
we shall see, a matching change to the organisation of the under-
lying material is also needed.

Access characteristics fi rst moved from the original ‘Fixed-
link’ dial-up, to access from anywhere over mobile devices – 
‘Ubiquitous’ – but still requiring dial-up operation. The next 
stage, ‘Selective/Continuous’, is arriving with devices that are 
always-on, and whose target channel is usually selected by the 
user.

A fi nal step for some services, what we call ‘pervasive’ ac-
cess, will be reached when dedicated devices are embedded in 
products, or worn on the person, and are in continuous contact 
with one or more services. The distinguishing characteristic of 
pervasive access is that constant connection with the service is 
maintained, without the customer needing to select or be aware 
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of it. Trigger information arising from pervasive channels will be 
one common source of messages and requests that may override, 
or break through, the chosen channel in selective/continuous 
mode.

SELECTIVE/CONTINUOUS ACCESS
In this mode of operation a customer selects the service to which a 

mobile device is connected so that it provides continuous support 

for their current activity. Its interface displays a primary service 

resource that is thereby instantly available when needed. In our 

GoKids example, for instance, Christopher might be in continuous 

contact for support whilst he is in a shopping centre purchasing 

children’s clothes. It could be helping him both to fi nd and to select 

appropriate items that are hard-wearing and value for money.

Because the device is always on, this channel selection does 

not preclude the delivery of an important message or request 

from another, high-priority, service such as notifi cation that tickets 

for that concert of Baroque music have become available; unless 

Christopher has blocked such contact. Note that the customer de-

cides on both the primary channel, and which others are permitted 

to override or break through it.

BEHIND THE SCREEN
Wireless technologies are evolving a connectedness that goes far 

beyond enabling consumers to remain continuously in contact 

with a supporting service, or making them available for contact at 

any time; they are becoming embedded in objects with no recogni-

sable interface at all. Speculation about ‘smart’ refrigerators that 

can monitor their contents and update the shopping list at the 
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Figure 11.1 illustrates this progression of developments in 
access.

store, or clothes that can monitor the wearer’s health, is becoming 

reality. Everyday appliances and accessories are becoming net-

work nodes that can maintain real-time communication with ser-

vices, other devices and, of course, customers. And to match these 

developments, even ‘dumb’ goods will increasingly carry ‘radio 

tags’ that make them recognisable by ‘smart’ terminals. The net-

work is becoming pervasive, buried in our everyday artefacts.

One outcome is that the capacity to deliver automated ser-

vices will soon become a threshold characteristic of many prod-

ucts, an expected function, central to the product concept. Another, 

less obvious one, is a rapid acceleration of the trend towards in-

visible or minimal contact services, raising resultant issues about 

their review, management and control. Marketspaces provide a 

stepping-stone on the way to an appropriate personal service man-

agement environment, enabling the assembly of management in-

terfaces within a context that connects with customers’ practical 

and emotional concerns.

Ultimately, just as multiple channels and mobile devices call 

for a reconfi guration of digital service provision, if value is to be 

created rather than destroyed, so underlying data fl ows will need 

to be restructured to function optimally within the pervasive net-

work. Whatever the mechanics, customers will still need a sup-

portive, trust-engendering environment through which to tap into 

and interact with these streams, and this environment can only 

evolve out of collaborative ecosystems equivalent to those provid-

ed by marketspaces.

PROMISCUOUS CUSTOMERS: INVISIBLE BRANDS

240

11_PC_ch11.indd 09/14/01, 4:04 PM240



The customer experience of the new information

Such changes call for increasing trust to be placed by customers 
in the services they are accessing: trust in their content and 
operation, and trust that neither the increased personal informa-
tion committed to the service, nor the consumer’s own dramati-
cally increased accessibility, will be abused. In response to this, a 
matching redesign of the underlying service and its organisation 
is required.

In the primarily dial-up environment of the Commoditised 
Internet, the majority of information and services were largely 
‘Granular’ in nature, the onus being on customers to identify, as-
sess and combine the materials they needed. We looked at this 
challenge to customer value in some detail in ‘Meaning, Trust and 
Value’.

One step beyond this reorganises the service to match the 
customer’s ‘Purposive’ mode when they access the service; infor-
mation is organised so as to correspond with the required tasks. 
This step alone is a major enhancement, but lacks the full empow-
erment that the next step in restructuring, ‘Decision Support’, will 
bring. This will build on purposive organisation to support cus-
tomer decisions and enable trust through the provision of an in-
tegrated stream of expertise, expert systems and validation ser-
vices, and it extends this support to the enabling of customer-side 
collaborative and trading systems.

Finally, matching the move to pervasive access, continuous 
information will feed between service and appliance, creating the 

Access characteristics

Fixed link Ubiquitous Selective
continuous

Pervasive

Dial-up Always-on

Direction of change

Fig. 11.1 Changing characteristics of Internet access devices.
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‘Steady State’ of operation that allows for automated activities 
to be carried out without customer intervention. Such streams 
will generally only be accessed indirectly, through interfaces that 
allow control of availability and the setting of thresholds and trig-
gers (Fig. 11.2).

Putting it together

Bringing these two major dimensions 
of change together allows us to project 
some of the types of application that are 
made possible, and their likely value to 
the customer. Figure 11.3 explores these 
characteristics.

Each box in Fig. 11.3 contains a very 
brief outline of the type of service the 
combination enables. All such service 
builds progressively on the basic com-
moditised Internet and e-commerce sites 
that are the customary product of pro-
viding granular information in fi xed-link 
dial-up environments. The key needs 
further elaboration.

Boxes shaded with horizontal lines 
indicate relatively low customer perception of value. We have 
been exploring the reasons for this in respect of Commoditised 

Organising principle

Granular Purposive
Decision
support

Steady state

Commodity Internet
Marketspace

Direction of change

Fig. 11.2 Changing patterns of information organisation.

KEY POINT
These changes, coupled with the 
underlying rationalisation of data 
driven by the sector-specifi c ontol-
ogies we remarked on in Chapter 
8, and increasing peer interaction, 
will affect the nature of customer 
relationships more profoundly than 
any other. They introduce a quan-
tum leap in the utility of digital 
media, and at the same time reduce 
the customer’s workload at the in-
terface, often eliminating all but a 
selection and confi guration stage, 
after which many key processes are 
handled automatically.
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Internet services in detail throughout this book. The relatively low 
value of dedicated task-specifi c appliances (such as ‘smart’ refrig-
erators that monitor their content) arises because, once the novel-
ty wears off, most dedicated devices do not, on their own, appear 
to do much more than existing systems, such as burglar alarms, 
already do.

Boxes that are shaded with dots denote services of higher 
perceived value, the increase being attributable either to im-
proved access so that orders, for instance, can be placed as the 
need arises, or to improved support for customer tasks.

Boxes with no shading mark services that initially have high 
perceived value, because the capabilities implemented constitute 
highly marketable features of appliances or broader digital ser-
vices. This value declines over time as new features supersede the 

Access

characteristics

Organising principle

Fixed-link

Pervasive

Granular Steady-state

Ubiquitous

Selective

continuous

Purposive
Decision

support

Commoditised

Internet sites & 

e-commerce 

catalogues

Just-in-time

access to task 

support

Support 

enhanced by 

part-automated,

triggered 

systems

Customer-

independent 

automated

monitoring

Provision of 

Intermittent

task support

On-demand 

location-

specific

services

Continuous-

access 

commodity

services

N/A

Component of  

task specific

dedicated 

appliance

Switchable

automatic

monitoring 

Background

automation

with later 

notification

Full range of

customer needs 

addressable

on-demand

Continuous-

task 

support

Addresses

customer 

concern directly,

accessibility-

dependent

Background

automation 

enabled, 

intervention 

denied

Full automation

of some 

background 

tasks &

part-automated

decision support

Key to customer

value perception 

Low & device 

embedded

Medium-value 

customer 

support

High-value, 

declining with 

familiarity

Sustainable 

high-value, high-

visibility services

High-value,

low-visibility 

background activity

Fig. 11.3 The convenience value map: services enabled by meeting accessibility 
characteristics with appropriately organised information resources.

THE RETURN OF VALUE TO DIGITAL MARKETS

243

11_PC_ch11.indd 09/14/01, 4:04 PM243



old ones, which become threshold func-
tions of the service, ‘the least the custom-
er can expect’. An example of this is pro-
vided by location-based services such as 
the provision of local weather or timeta-
bles.

The automated services in the light 
grey boxes may generate the highest 
real value for both the customer and the 
business, but conscious value percep-
tion will be lower because most of the 
action takes place ‘invisibly’ in the back-
ground.

HOW TODAY’S BUSINESS MODELS WILL COPE 
(OR NOT …)

Having examined some of the sources of value in the de-
veloping digital environment, it remains for us to restate the 

KEY POINT
The highest perceived customer 
value is provided by services of the 
type suggested in the boxes shaded 
with diagonal lines. Here informa-
tion and its organisation generates 
services that have sustainable value 
in always-on environments. Sus-
tainable because customer concerns 
are addressed with comprehensive, 
contiguous solutions.

SIMPLE LOCATION-BASED SERVICES
It is true that the ability of cellular mobile appliances to identify 

their user’s location enables a range of services that would oth-

erwise be impossible. However, the initial excitement surround-

ing simple location-based services such as the provision of local 

timetables and location-specifi c marketing, may prove to be short-

lived. For the most part these will rapidly prove to be threshold 

functions whose presence is expected with the basic package, not 

the high-value features that are often anticipated and, as always, 

the devaluation will be accelerated by inappropriate marketing in-

truding into the customer task generated, in this case, by local busi-

nesses.
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new paradigm and explore its relation-
ship to some familiar Internet business 
 models.

We can compare the value propo-
sition of marketspaces with that of the 
familiar broad horizontal portals (like 
Yahoo!) by positioning them both in this 
convenience value map. This also allows 
us to speculate on the degree of freedom 
that such portals have to exploit the de-
veloping opportunities and the barriers 
they might face. Figure 11.4 shows their 
relative positioning in the value space 
we have defi ned.

It is immediately clear that, not only are horizontal portals 
positioned in direct opposition to marketspaces in respect of 

Fig. 11.4 Exploring the relative opportunities for portals and marketspaces.

Access

characteristics

Organising principle

Fixed-link

Pervasive

Granular Steady-state

Ubiquitous

Selective

continuous

Purposive
Decision

support

Marketspaces

Portals

Cost 

constrains 

expansion

Concept

constrains 

expansion

KEY POINT
The marketspace paradigm places 
the business opportunity at the 
point where services that address 
specifi c domains of customer con-
cern with systematised informa-
tion, support for decisions and 
extensive automation, meet the im-
proved access characteristics offered 
by always-on and mobile devices.
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their value proposition, but also, as the diagram illustrates, 
they are constrained from expanding far into the higher-value 
 services.

Making all their content and existing services usefully acces-
sible in selective continuous channels would require re-organis-
ing them for this usage to render them relevant to particular task 
sets for which the customer requires support. Expansion in this 
direction is therefore plausible but expensive, and reference to our 
value map will show that the majority of the services easily added 
are of relatively low perceived value.

Providing sustained decision support for key customer do-
mains of concern is equally possible for a portal, and arguably 
many already do this to a limited degree, but extensive support 
for a particular domain undermines the horizontal portal concept. 
Any expansion in this direction must necessarily be modest and 
balanced.2

If portals are unlikely candidates to provide the new servic-
es, which of the current Internet business models has the best 
chance of making the transition? We will shortly extend our re-
view to include three other common basic models: Internet retail-
ers or ‘e-tailers’, services that aggregate information and products 
in vertical market sectors (sometimes called ‘vortals’), and sites 
already focused on particular domains of customer concern – sup-
port services and communities.

On the convenience value map that we have used above, 
these three in fact occupy very similar positions. We can only dif-
ferentiate their central propositions by re-introducing our third 
customer value dimension, depth of support for the domain of con-
cern.

OUR CRITICAL THIRD DIMENSION: COMPLETENESS

The characteristics of the third dimension of value, depth of sup-
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port for customer concern, have been explored in detail in earlier 
chapters and we will use a simple set of distinctions to defi ne 
them, as shown in Fig. 11.5.

Introducing this dimension we can build a ‘Value Cube’ that 
resembles the original Revenue Cube but this time focused en-
tirely on customer value (Fig. 11.6).

Support for domain of concern

Discrete tasks
only

Limited task
set

Full domain
support

Increasing support for

purposive acivities

Fig. 11.5 Degrees of support for domain of concern.

Fig. 11.6 The Value Cube, showing how value for the customer increases towards the 
top right-hand corner (but also that services in the extreme corner, being automated, 
are largely executed without the customer’s involvement).
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Using the Value Cube, we can now distinguish the core value 
propositions of the model types we described, and compare them 
with those of horizontal portals and the putative marketspace 
(Fig. 11.7).

Figure 11.7 should, however, be interpreted with some cau-
tion. It does not set out to cover all the types of information or task 
that each service satisfi es, only to establish the core value proposi-
tion. It also already allows for some provision of the mobile access 
that most of these services are planning to provide. Conversely, it 
does not refl ect changes to the underlying business design, that 
may be triggered by seizing the new opportunities, and which 
might enable them to shift the value proposition.

Many of these models are less constrained than portals in 
the new paradigm. Vortals such as Expedia, support sites such 
as Baxter Renal, and communities, such as iVillage or WebMD, 

Fig. 11.7 Using the Value Cube to distinguish key value propositions.
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are predicated on more of the value features than less focused ser-
vices and seem consequently better placed to profi t from the new 
paradigm.

So who will make the transition successfully?

Communities
The support and community-based businesses appear best placed 
to take advantage of the developing opportunities, but this may 
prove more diffi cult than it appears. Most need to make the tran-
sition from one of two current forms; either a business support 
service funded by the vendor (i.e. an extension to the company’s 
marketing) or an advertiser-supported community of interest. 
The step from there, to a service to which customers would be 
willing to entrust important concerns and pay for their handling, 
is not an easy one. In part this is because while elements of the 
macro-framework for trust may be present, others such as trust in 
transaction handling will be missing, and the micro-framework of 
trustpoints will be almost entirely absent.

For communities the problems run deeper. They tend to be 
founded on a range of conceptions that will obstruct an easy tran-
sition:

•   They perceive themselves primarily in the publishing mould, 
reaching out to defi ned socio-demographic groups and, while 
their underlying conception of their audiences’ needs brings 
more meaning to the material than is the case with less targeted 
ventures, the concerns grouped under the umbrella of the ser-
vice are often only tenuously related;

•   A publishing model that depends on advertising revenue for 
support inevitably pushes them to equate volume with value 
and overwhelm any task-based features of the service with en-
tertainment, news and audience-building features;
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•   Conversely, the audience perception of most communities as a 
variety of focused magazine with participative features, means 
that they generally view the service as operating at one remove 
from the goods and services that meet their needs;

•   More fundamentally, although there is usually a philosophy of 
cost recovery, many community services have an underlying 
not-for-profi t ethos, creating a mandate that may embody hard-
to-resolve tensions between a benevolent service and a profi t-
maximising one. Paradoxically, especially where the service is 
important and their level of personal concern high, customers 
may value a moderately costly service over a free one.

e-tailers
The dilemma faced by e-tailers is especially interesting. One, ex-
tensively adopted, expansion strategy is to use ‘brand permis-
sion’ to extend the product range into adjacent categories, yet this 
largely precludes the provision of extensive domain support 
and reinforces the current model, stranding them within the 
Commoditised Internet. The alternative, extending the range 
and provision of domain support outside the simple selection/
transaction/fulfi lment model, might gradually move the propo-
sition higher up the customer value curve; but, as we have point-
ed out elsewhere, such changes look to retailers, initially at least, 
like just increasing cost of sales.

‘Vortals’
The vertical portals may have more work to do than community 
sites to extend their value features, but many of them are already 
developing in the appropriate direction and the commercial rela-
tionship is more conducive to their success. Having, as many of 
them do, a clear focus committed to a distinct customer need and 
increasingly differentiated by their service features, these busi-
nesses are the most obvious existing players to capitalise on the 
new value paradigm. Having said that, within the consumer mar-
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ket the majority of concerns that might support a marketspace are 
not coherently addressed by any existing ‘vortal’.

Similar observations apply to business-to-business service. 
As simple, transaction-based services give way to ‘business sup-
port services’ and add supporting features such as brokerage and  
hedging facilities or business process integration, they also need 
to improve their access characteristics. Together these additional 
services move them much closer to the real locus of added value, 
focusing as they do on client concerns and support for decisions 
about business risk and limiting exposure.

In practice many major opportunities in business markets lie 
in providing marketspace patterns of support for business skills 
and processes, in a fashion that integrates with their execution 
and operation.

A CALL TO ACTION

We believe that the developing digital environment offers the op-
portunities and benefi ts that early pioneers of the medium envis-
aged. However, to take advantage of these, companies will need 
to radically adjust both their approach to service provision and in 
many cases their attitude to partnering and competition.

One factor should concentrate the mind. In addition to retain-
ing one or two portals for basic search services and a selection of en-
tertainment services, customers will almost certainly only ever get 
to the commitment stage with between fi ve and eight of these ser-
vices. One or two perhaps to support work or professional develop-
ment, three or four to support essential fi nancial and domestic man-
agement tasks, and one or two in respect of hobbies and interests.

This still leaves room for hundreds of specialised and differ-
entiated services and therefore does not support a renewed case 
for fi rst-mover advantage being critical as, it has been argued, is 
the case for developments in the Commoditised Internet. It does 
however imply a necessity for early and fl exible experimenta-
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tion, to test and absorb the dynamics and to start climbing what 
is likely to be a steep learning curve. Success will go to the best-
 organised and most complete service; taking customers who have 
reached the commitment stage from competitive services is likely 
to prove very tough.

TO SUMMARISE

•   The dynamic relationship between accessibility and informa-
tion creates a range of new service opportunities that market-
spaces are ideally positioned to exploit.

•   Not all the new service opportunities will have the same per-
ceived value for customers and some are invisible in everyday 
operation, making them literally ‘out-of-sight, out-of-mind’; 
suppliers of these services may need to associate themselves 
with others having more recognisably value.

•   Among today’s well-known business models, portals and e-
tailers are both restricted from taking full advantage of new 
opportunities by limitations of cost and concept.

•   Of existing Internet services, ‘vortals’, support sites aimed at 
areas of acute customer concern, and some communities, look 
best placed to benefi t and to move into the full marketspace 
opportunity.

•   Businesses wanting to participate in the extended-services 
revolution need to start experimenting and learning early. Late 
entrants will fi nd poaching committed customers from estab-
lished marketspaces diffi cult indeed.

THE END OF THE BOOK

Tempting though it is to look for a punchy sting in the tail to fi nish 
this book, we’ve decided upon a rather dryer fi nal: a recap of our 
key arguments.
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What we can briefl y say, before closing, is that we believe 
we have demonstrated conclusively that the successful evolution 
of the valuable, sustainable digital businesses of the future, will 
be determined primarily by their willingness to place the require-
ments of our promiscuous customer at the heart of their offer-
ings.

It is terribly easy to mistake this imperative for an old mar-
keting truism. But hopefully you now share our view, that the 
deep complexity and very high cost that will feature in the future 
development of such genuine customer-centric offerings, consign 
ill-considered or opportunistic approaches to the past.

From here on, an obsessive and exclusive focus on the provi-
sion of real value to customers is the rule in digital markets, and 
modally-based approaches will we hope, be adopted as essential 
tools.

So, thanks for reading our book, and good luck!

Telling you what we’ve told you … again

The blind alley of operational efficiency
Strategy based on endless improvements to operational effi ciency 
and economies of scale reaches a logical point of diminishing re-
turns.3 Competing on this basis in digital markets leads to a focus 
on transaction cost reduction and this coupled with price trans-
parency, impacts product marketing in a fashion that rapidly re-
stricts the strategic options; once transaction cost reduction has 
run its course further competitive price reductions impact mar-
gins.

The stripping of sustainable advantage
In digital media at the time of writing, this end-game is in many 
instances the starting point. Cost leadership, and enormous scale 
and reach, are entry-level qualifi cations in digital markets for 
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commodity products, and since customers’ switching costs are 
low, this offers only limited sustainable advantage. Even luxury 
goods enter digital markets as commodity items when a product 
marketing approach is adopted. (Most apparent exceptions to this 
rule turn out to have a focus strategy and substantial service ele-
ments within their offer that sustain their position.)

The endless race for differentiation
For product marketers, differentiation in digital media is hard 
both to achieve and to sustain. Innovation moves so fast that to-
day’s unique feature is tomorrow’s threshold attribute, or worse 
just irrelevant. Existing differentiating features are hard to convey 
emotively or justify in terms of the customer’s need, in the sterile 
and cold environment of the Internet, and are therefore eroded, 
even ignored, in favour of cheaper generic substitutes. Funda-
mentally, the product marketing approach fails to leverage the 
real strengths of digital media, connection, information and infor-
mation-based services in other than a minimal fashion.

The erosive effect of misplaced marketing strategies
Just as more-of-the-same in optimising effi ciency now offers little 
scope for competitive advantage, marketing and its current part-
ner CRM quickly reach the same condition in digital markets. In 
this context, CRM’s core problem is exposed: the underlying driv-
er is not in fact the customer’s benefi t, but product sales. The inter-
ruptive nature of many loyalty campaigns, the common abuse of 
customer data that accompanies them – and more importantly the 
distraction of focus away from real value-building activity – leads 
to erosion rather than growth of loyalty.

The out-of-control brand
That other pillar of marketing strategy, brand-building, proves 
in these environments to be more about the satisfaction of the 
customer’s need to perform the essential minutiae of tasks, than 
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about corporate ID and ‘lifestyle association’, making it hard for 
lifestyle branding to add value. And the brand is both out of the 
owner’s control much of the time and, literally invisible in many 
of the most valuable, automated services.

The war on meaning
Part of the product marketer’s problem lies in the fact that cus-
tomers ‘need products only when they need them’ or when a 
sense of need is artifi cially induced. But the scope for massaging 
need on the Internet and related channels is far lower than it once 
appeared. The lack of context, in which the majority of digital 
marketing appears, creates a real crisis of ‘lack of meaning’ and 
connections with customer need are hard to make. As a result 
most marketing communication in digital services merely further 
frustrates customer purpose, without creating the associations 
that could drive sales.

A new look at trust
Trust is essential to customer engagement, and in a transparent 
market, where with a little extra effort the customer can check the 
features and prices of all the available products, denying immedi-
ate access to the full range erodes that trust. Perceived neutrality 
of the service is thus essential and the product marketer needs 
to recognise that in most instances in digital markets, they must 
accept conditions where they appear alongside all their competi-
tors.

The answer lies in Modal Analysis
A way out of this impasse lies in ‘true customer-centric thinking’, 
meeting the need in digital markets for the information that un-
derpins all decision making and much necessary activity in day-
to-day life. This approach demands the development of services 
that meet the customer’s need to perform purposive activities in 
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pursuit of identifi able goals, simplifying rather than complicating 
their lives, and leading to a progressive cycle of engagement.

The new paradigm of the marketspace
The creation of ‘marketspaces’ focused on customer concerns or 
interests, rather than on market segments, and encompassing the 
entire ‘value space’ surrounding the subject matter, allows valu-
able, information-based services predicated on fulfi lling the cus-
tomer’s purpose, to become the primary proposition and source 
of revenue. For product marketers, a bonus of this approach is that 
products that are relevant in such spaces have real context-driven 
value connected to real customer needs and are thus less com-
modity items than necessary components of the transient value 
chain that meets the immediate purpose.

Information finds its place in digital markets
Some service features, such as personalised newsletters, are al-
ready integral to many digital offers. And services that build cus-
tomer return visits such as on-line diaries, portfolio management 
and storage facilities are provided in a range of contexts. But 
they are generally free or a commodity feature of product- or 
 advertising-driven markets, not the core of the offer. The advent 
of always-on mobile connectivity and pervasive services has 
changed that. The customer is now within reach to receive just-
in-time information and support when time-sensitive decisions 
are needed. Now, context-specifi c clusters of information-based 
services are not only achievable, they can automate critical task 
sets, making them the key to competitive advantage.

Loyalty revisited
Support for day-to-day tasks in pursuit of the customer’s purpo-
sive engagement by both managing and simplifying essentials, 
and by engaging with their interests, offers real sustainable ad-
vantage. Customers do not so much adopt as annex such services, 
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building them into the fabric of their lives, creating not loyalty but 
commitment. Switching costs are suddenly genuinely high, and 
since the customers confi gure many services themselves and the 
complex of delivery capabilities are unique, the scope for imita-
tion by competitors is limited. This is where customer relation-
ships are really built in a digital environment.

NOTES

1      Clayton M. Christiansen, The Innovator’s Dilemma: When 
New Technologies Cause Great Firms to Fail, Harvard Business 
School Press, 1997.

2      Because portals are constrained from this kind of expansion, 
we should not conclude that they will be superseded by the 
new models. In their function as navigators, key directories 
of available resources, they will retain a central role. 

3      Gary Hamel, Leading the Revolution, Harvard Business School 
Press, 2000.
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