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By JULIA WERDIGIER,

LONDON — Competition is
fierce in the European telecom-
munications industry, where
companies are vying for custom-
=rs by undercutting each other
-on prices for services like broad-
Jband while trying to keep up with
‘new techrnologies.

‘Some phone companies, in-
ghuding Britain’s biggest, the BT
Group, face an additional chal-
lengé in trying to replace some-of
the reyémie they have lost as
gyistomets have dropped tradi-
tional fixed-line phone service.
Someanalysts say BT is in an es-
higctally difficult situation be-
cause it does nothave amobile
phone business to help offset that
décline, '

... DUt the chief executive, Ben
erwaayen, is betting that serv-
1¢es like customized applications
'ror corporate clients and adVlSll‘lg
compames_ oni their networks can
generate profit growth. As part of

thatplan, he has started to re-
place some of BT’s traditional
fixed-line, phone engineers with
technology “wiz teams” and
plans.to invest more in training
and hiring.

. Mr. Verwaayen, 56, spoke re-

- cently about how he expects the
industry to change from one that
.focuses.on gadgets.and hardware
to services, the war for talent and
acquisition plans. Here are ex-
cerpts from that conversation:

Q. The market is moving quickly,

' customers are'becoming more de-
manding and competition is
fierce. In an environment like
that, how do you gain an advan--
tage over your rivals?

- AL What we sell now is very dif- .
ferent from what we sold five
years ago. We don’t sell telepho-
ny or sending faxes anymore,
What we sell now is a collabora-
tion of different services. We pro-
vide what we call experiences
and notjust sell the hardware. I
believe the world is moving into
the next phase, where customers
will much less distinguish be-
tween fixed and mobile services
but will look more for the most in-

novative service for any given
application. That’s'why we focus
on services and providing a so-
cial networking capability. -

Q. Your main engine for growth is
your services business, where you
currently generate morethan a
third of total sales. Where do you
see the biggest challenge with that
approach?

A. it’s innovation. The réason to
buy products is more and more .

that fittle level of innovation you

get offered on top of the ma-
chines or gadgets you buy. While

- for companies in the connectivity

business the challengé is to cut
costs and prices, for us the gam-
ble is can T keep innovating?

Q. How do you make sure.you do?
Do you spend an increasing
arount on research and deve[op-
ment?

A. You don't need to have a mas-
sive corporate innovation group
but you need smalier groups
scattered around the crganiza-
tion and very close to your cus-
tomer base. About 50 percent of

our revenue today is from things
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we didn’t sell four or five yearé

ago. When making investments,

-itis important to make them as

neuiral to any specific apphca- '

» tion as-possible.
Q. Like many other former phoné -

monopolies, including Deutsche
Telekom, BT needed to transform
itself by moving away from the
shrinking fixed-line business
toward new products and services
to remain cofnpetitive, How diffi-
cultis that?

“A.The challenge is how, in acom-

pany where everybody was born

‘with a screwdriver in their

hands, do you now start distribut-
ing keyboards. The innovation
aﬁid the changes all happen on

e software layer. The hardware

Jdayer simply is too expensive and

changes take too long.

Q.- BT is currently in the middle of
o cost-cutting program that in-
cludes reducing positions on the

- traditional hardware side of the .

businesses while hiring staff for .
the services operation. How does
that make the people with the
screwdrivers feel?
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.4, They have to prove their value

again because theirworld is
more than ever about productivi-
ty. The sérewdriver js not gohe,
but while in the past the screw-
driver world would decide, now
the people with the keyboard
have the prime seat at the table.
But if you look.at owr costs; it’s
the other way round. The bu!k of
it'is still in the screwdriver world.
S0 the'key to any-successful in-

bought the Smgapnre hased
Frontline Technologies for about

J1d0.million to expand in Asia. .
Most.of your larger rivals have -

“identified Asic as gn area for fu-

ture growth. How ﬁerc? is the war

for talent there‘? ‘

eriore than justgood pay in
that environment, you lose out.

‘That is the biggest challenge to

corpoerations, and we have to

- adaptto the talent’s needs by be-

ing flexible and offer schemes
like working from home. The
type of people you find in BT now

.18 massively different than just

SOMme years ago,

Q. BT has made 27 small- to medi-
um-size acquisitions in the last
three years. Many recent ones
were in the technology sector in
the United States. Are you plan-
ning tocontinue that growth
strategy?

A. You can expect: us to continue
with such acquisitions because

we’ve not only found interesting

applications through them but
also talent pools. The whole de-
bate that I'm seeing around the

" world today that the U.S. islosing

out to the East is wrong. Itisthe
talent that will win no matter
where that talent is based. In In-
dia, where 26,000 people are
working for us, it's not lower

costs that we are aftér but the

fact that the market there has en-
trepreneurial people.




