January Luncheon

An End-User Focus Inspires a Solution for Tellabs 
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As the telecommunications industry emerged from the dot-com bust earlier this decade and evolved into a highly personalized technological phenomenon, Mike O’Malley knew that Tellabs could not rest on the laurels of a black-box past, one that was successful in a fundamentally different environment. 

As director of external marketing at Tellabs, O’Malley and his team realized that future success would require an end-customer focus. This would mean uncovering the needs of a new tech-savvy generation—and showing its traditional telecom carrier customers that Naperville-based Tellabs was the right telecom solutions provider.

O’Malley, who keynoted BMA’s January MarketingMasters Luncheon Seminar at The Standard Club, told the audience that the rebranding of Tellabs has had three components since 2005: identifying a differentiation strategy; executing the strategy as a second-tier player competing with telecom behemoths such as Cisco and Alcatel-Lucent; and truly measuring success. 

He displayed a chart revealing the state of the telecom industry in 2005, when revenues from voice services had shrunk to almost nothing. It was a sign that Tellabs needed to start positioning itself outside of its comfort zone. 

“Telecom providers had built their networks around providing reliable voice services—that was what the telecom industry had been for 100 years,” O’Malley noted. “What they have seen and have continued to see is that voice has become free. My first mobile phone plan had 35 minutes a month. Now I can get it from a cable carrier, I can get it from [Voice Over Internet Protocol provider] Vonage or I can get it virtually for free from Skype,” a developer of software that allows users to make phone calls over the Internet. “The telecom carriers saw this, too. They were desperate for a vision of what to do next. Their core business was eroding away for free—that’s not a sustainable business model and they wanted help.”

Tellabs, in existence for 30 years, had prospered through the dot-com boom, weathered the bust of 2000 and had a track record as a very successful digital cross-connect company that facilitates access to telecom providers’ network infrastructure, O’Malley noted. Tangible evidence of this reputation included consistent revenues and substantial market share, particularly in North America, he added.

“Given all of that, we spent a lot of time determining where to invest and where to move forward,” he said. The first task was to figure out how to differentiate Tellabs, which required a great deal of customer research. The company wanted to know how its customers would respond to questions such as: “How do you perceive us?” “What do you think of us when you buy from us?” “Why do you buy from us?” 

The overwhelming response was that Tellabs was an extremely reliable provider. “We were a very well-established North American brand that basically had been known for doing one thing—we were your father’s Oldsmobile. In the industry, there’s a term called ‘the five nines of reliability,’ which means that your equipment works 99.999 percent of the time.” He added that many Tellabs customers reported eight nines of reliability in surveys.

O’Malley said the inspiration for Tellabs’ differentiation strategy, not to mention international expansion, was the world’s second-largest economy. “We looked for examples of who else had gone through this type of rebranding, this type of innovation, and one example was Japan,” he pointed out. Noting that the country rapidly developed into a Post-World War II industrial giant, “Japan’s largest export today is not TV sets—it’s culture,” as exemplified by the popularity of the “Hello Kitty” cartoon character and sushi. “Japanese culture is cool,” he noted.

“The second thing we needed to do was to think and act differently,” O’Malley added. “The idea was to outsmart instead of outspend. We know we can’t spend dollar for dollar with some of our bigger competitors; if we did the same things that they’re doing, only at a smaller spend level, we’re going to get lost in the noise, so let’s look at new, innovative things they’re not doing and get into those areas.” 

The new areas that Tellabs identified as keys for international expansion were IPTV, television services provided through Internet Protocol services; 3G mobility, third-generation mobile networks designed to accommodate seamless global roaming with voice, data, Internet and multimedia services using more robust spectrum than 1G and 2G networks; and Ethernet (a standard for connecting to local-area networks) business services. “These are three areas that are growing, three areas that were very attractive and three areas that carriers are interested in investing in,” O’Malley noted.

He added that the third component of Tellabs’ rebranding effort was delivering the message of its new focus through these technologies and making the medium part of the message. O’Malley indicated that Tellabs was ahead of the technological curve in developing podcasts to demonstrate its new focus. “We wanted to be Japan; we wanted to be cool,” he said.

In order to promote this new focus to carrier customers, Tellabs identified a new market segment within the end-customer universe, he added. “We introduced the echo boomer,” O’Malley said. “Who are they? They’re the children of the baby boomers; they’re the largest generation of the past 50 years. Why are they important? They’re important because they’re the first generation that has never known the world without three things: their mobile phone, Internet access and 100 channels of cable TV. They view the world very, very differently from the rest of us.

“Who’s driving new services in IPTV and video?” O’Malley continued. “Who’s driving 3G mobile downloads? Who’s driving Ethernet and emerging business services? It’s these young consumers. This large demographic is a great vehicle for us to say, ‘I have a vision for the future and my vision of the future is, see this large demographic that uses these services not as luxury goods but as necessities? These are the people you need to serve. And by the way, I know more about it than anybody and I can provide the next-gen set of services they need.’ ”

Tactically, O’Malley and Tellabs put a human face on the echo boomer by developing an “Inspire the New Life” campaign using an inspirethenewlife.com Web site and video documentaries and audio and video podcasts of this target segment. 

“We started to get Tellabs known as a service-savvy company and showed that we knew this next-gen set of customers and that [our carrier customers] needed to re-evaluate the way they thought of Tellabs,” he noted. “We went out and recruited and filmed five different echo boomers who were ‘super users’ of particular applications that matched the applications we were developing to showcase that story and say, ‘Hey, I’m not just talking about it; I can give you real people who are using these types of applications and need the types of services that Tellabs provides.’ ”

O’Malley showed the audience a video documentary of Annie, a video blogger from California, as an example of a super user who would benefit from Tellabs’ capabilities. Other echo boomer video documentaries demonstrating how Tellabs can serve this market segment include Synide, an online gamer from Tennessee; Kid Static, a Flash developer/rapper from Chicago; Jessey and Thomas, Web entrepreneurs from California; and Mission District, a band from Montreal.

In the first year since these videos were posted to the inspirethenewlife.com Web site, they were downloaded more than 100,000 times, O’Malley reported. “The number of customers we market to is very, very small,” he pointed out, referring to major wireless carriers in North America such as AT&T and Verizon. “What we found from research with echo boomers was that they were far more likely than any other age demographic to change service providers because of reliability problems.” Tellabs relied upon a core competency but simply promoted it to a newly identified end-customer segment.

O’Malley also discussed a reinvention of its customer print magazine. Inspire magazine uses a two-pronged approach to convey the campaign’s message in integrated fashion: highlighting carrier customers that are providing the types of services in which Tellabs partners and tying the magazine to the inspirethenewlife.com Web site by posting a companion podcast to each Inspire article on the site. “We found that more people were listening to our Inspire magazine than reading Inspire magazine,” he noted.

O’Malley said the Inspire the New Life concept evolved into two other areas. The first was stories about “real people” who do not fit the echo boomer demographic but are using telecom in powerful new ways nonetheless. He referred to a story posted on the Web site about Grant Griffiths, a home-based lawyer in Clay Center, Kan., who uses an Internet connection and online document storage to compete with larger law firms on the West Coast. 

“Now the challenge to the carriers is that they need to provide service not only in Chicago and New York, not only the NFL cities, but everywhere,” he said. “The second piece we did was using application stories to identify new applications that were emerging in different places and talking about how those relate to our differentiation.” 

As an example, he showed a mobile commerce video in which users who commonly purchase and sell items via mobile devices convey their wishes for more reliable connectivity and faster speeds.

Educational videos that have also begun to populate the site serve as a powerful alternative to white papers demonstrating technical expertise, O’Malley added. “We’re always searching for the subject matter expert who has the 25-page white paper on the next great technology. There are two problems with that. Number one, we never have time to write and, number two, the customer never has time to read it—other than that, it’s a great idea. We knew that we’ve got some great thought leaders in these new application areas that we can really highlight; let’s film them for about 20 minutes and let them talk about the technology and condense that down to about six minutes of video and make it short enough that you can watch this video and walk into your boss’ office and talk intelligently about particular technology. It gave us a way to do thought leadership at a very, very low cost, very creatively and very fast.”

Over the past year and a half, Tellabs has driven home the Inspire the New Life message through the site, O’Malley said. The site has been developed into a digital repository of technical information and now includes some blog functionality for subject matter experts, he added.

Measurement is the third cornerstone of the campaign, and O’Malley reported that the results are undeniably positive. He said overall awareness in Tellabs and willingness to purchase from the company have increased by about 6 percent year over year since the campaign was launched. Tellabs’ video banner click-through rate is 22 times the industry average, while video and audio downloads have occurred at 400 and 450 times the industry average, respectively, according to O’Malley. “My competitor may outspend me by four or five to one, but if I’m able to get results that are 22 times the industry average, I can level the playing field,” he said, adding that about 400,000 video podcasts and about a half-million audio podcasts have been downloaded every day since the beginning of 2006.

Noting that imitation is the sincerest form of flattery, O’Malley referred to competitors’ use of similar campaigns highlighting end customers such as Cisco’s “Human Network” Web site, user documentaries and a Web-based rapper. Overall, the campaign has returned three times the investment, he concluded.

· On what Tellabs can do next to stay ahead of competitors who are beginning to imitate its Inspire the New Life campaign: “We’re looking at a lot of different areas. That includes social networking capabilities, but we’re doing that with a critical eye. The fundamental questions are, how do I get to my target audience and is what I’m doing really influencing their buying behavior?” He added that Tellabs will still attempt to produce better application videos than competitors.

· On how Tellabs decided to leap ahead of its carrier customers and focus on end customers: “It comes from knowing your customer. If you look at the major service providers, the people who make buying decisions on the infrastructure part of the network, they’re not the people who talk to end users—they’re the guys buried in the bowels of engineering, designing that next-gen network that’s going to support all of our wonderful 3G media needs. We would bring some of these users to trade shows, to industry events and conferences, and we would have them stand up and talk—you’re standing in front of the North American telecom service project community; tell them what you want. The feedback we got from the carriers was, ‘This is great: I’m an engineering guy. I design networks all day. I never get to talk to the end user. I talk to some of the sales and marketing guys, but I don’t get a chance to talk to the actual users.’ We saw that they didn’t have a lot of exposure from an organizational standpoint to the consumer view of their business.”

· On how risky the rebranding approach was and how long he had to achieve success: “Certainly, there was risk involved, but we wouldn’t have done it if we weren’t confident that we were going to succeed. The key point was doing the homework and feeling confident that this was the right direction to go in. From a timeline perspective, the answer is that the clock started ticking as soon as we started and that’s why we wanted to make sure that we had everything in place to measure the effects of what we were doing as soon as possible. We wanted to be able to show that, even if it was incrementally, we think we’ve got a battleship starting to turn and we’ve got some incremental data to prove that.”

· On whether or not he ever considered using the ultimate pull-marketing, “Intel Inside” strategy: “It’s certainly been a discussion that we’ve had, but for starters, it’s a different selling model. At the end of the day, we’re not a consumer company. There’s no piece or device like Intel with a laptop that a consumer would actually buy. At that point, could you still view the Tellabs Inside type of service, given the fact that the customer would never see the Tellabs device?”

· On the next big technological breakthrough in which Tellabs would like to get involved: “One is mobile health, applications where, remotely, I use my mobile device, which is hooked up to the metrics on my body. If I’m diabetic, it provides my sugar levels and, back at my doctor’s office, an alarm goes off or an email gets sent. Or, if I’m a high-risk heart patient and I have any kind of arrhythmia, it lets me know that, too. On the opposite end of that, the medical community likes to take that kind of information and put it on their mobile phones so that the doctor could perhaps not be at the hospital and monitor your heart condition but be at the golf course. The other area is things like machine-to-machine communications and RFID tagging logistics where shipping houses and warehouses have an embedded RFID tag that talks to the mobile network. You could go on the UPS Web site and get tracking information, not only about where your package is, but it can also tell you physically where it is in the warehouse, which shelf, which position, what time it got in there, what time it got out of there—much, much more detail and real-time inventory tracking information.”

· On examples of account-based marketing, given so few carrier customers: “We have what we call platinum campaigns where we target particular carriers like British Telecom and Telestra, where we may not have a presence or a very limited presence. In those cases, we’ve used a lot of micro-targeting where we’ve sat down with our accounts and found out who the decision makers are and found out where do they eat lunch? Where do they work out? Where do they play with their kids? Where do they go on weekends? And we’ve done very, very targeted campaigns where we’ve done sponsorship at the gym across the street from the headquarters where we know the CTO works out and we’ve sponsored the napkins on the tables at the restaurant where the CFO has his lunch. When they go on weekends to the sponsored sailing regatta, they’re wearing Tellabs jackets and when they go to the soccer matches, the local soccer team has a Tellabs jersey.” 

BMA member Don Talend is president of Write Results, Inc., a publicity and communications project management firm specializing in technology and innovation.

