
January 2019, IDC #EMEA44781419 

MARKET NOTE 

Vodafone and IBM Launch New Venture to Co-Create for 
Digital Innovation 

Neil Ward-Dutton Carla Arend Gabriele Roberti James Eibisch 
Francesca Ciarletta 

EXECUTIVE SNAPSHOT 

FIGURE 1 

Executive Snapshot: Vodafone and IBM Launch New Venture to Co-create for 
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IN THIS MARKET NOTE 

This IDC Market Note discusses the recent venture between IBM and Vodafone Business, announced 
on January 17, 2019. The companies announced what they termed a "new kind of venture bringing 
together the best in multicloud and connectivity." 

The venture will combine Vodafone Business' mobile and fixed connectivity capabilities — together with 
its capabilities in the Internet of Things (IoT), edge computing, and 5G — and IBM's multicloud 
management, blockchain, and artificial intelligence (AI) capabilities, as well as associated technical 
professional services and industry-specific expertise. The venture has an eye on a global rollout, but 
initial efforts focus exclusively on developing capability and market success in Europe, with an initial 
launch in 2Q19. 

Although this isn't a formal joint venture — established as a distinct legal entity — both companies claim 
that it is more than a traditional alliance. Vodafone and IBM are creating a joint team that will be 
colocated, operating along the lines of IBM's established agile, iterative Garage methodology. 
Additionally, within Vodafone-led markets or segments, Vodafone will benefit from access to a portfolio 
of unique MobileFirst for iOS business apps powered by IBM and Apple.  

The two companies see two distinct opportunities:  

 The first revolves around current services, and essentially sees Vodafone selling IBM's 
existing multicloud management capabilities to its existing business customer base. The value 
proposition for customers here principally revolves around integration and 
commercial/contractual simplicity, offering a point of contact when contracting for third-
platform capabilities and services in support of digital transformation (DX) initiatives. 

 The second revolves around the two companies working together to build completely new 
services and capabilities leveraging their multicloud and connectivity portfolios — with 
Vodafone and IBM acting as sales and marketing channels. This opportunity is closely 
associated with a growing range of edge-based IoT and customer experience technology 
services. 

The venture particularly focuses on developing customer relationships in five particular industries: 
retail, manufacturing, agriculture and mining, utilities, and transportation — perhaps unsurprisingly, 
given high levels of distributed and remote working, assets, and infrastructure found in these 
industries, which drive the need for advanced connectivity in support of digital transformation 
aspirations. 

Underpinning the venture is an eight-year agreement between the two companies, where IBM will 
provide managed services to Vodafone Business' cloud and hosting unit; Vodafone Business will 
transition away from promoting its own existing multicloud platform and give customers of this venture 
access to IBM's cloud platform capabilities. This services agreement is valued at approximately $550 
million (€480 million). 

IDC'S POINT OF VIEW 

Multicloud Strategies Need Multilayered Capabilities 
To deliver multicloud strategies in the real world, enterprises must invest at many levels, ranging from 
cloud connectivity to cloud governance and management. This new partnership between Vodafone 
and IBM seeks to address the "full stack" of real-world multicloud concerns with a powerful 
combination of capabilities that make it possible for customers leverage multicloud strategies in all 
layers of their organizations. It's a smart move for both companies as their customers shift to cloud-
based IT and service innovation models. 
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The venture is particularly interesting in the context of industry-specific use cases in industries with 
large dispersed/mobile workforces, and/or dispersed/mobile assets in edge locations — where the two 
companies are already starting to focus their efforts. It's easier to see how digital transformation plays 
out in industries where operations and distribution are already digital to some degree (e.g., 
media/entertainment, publishing, financial services), but it's in other, more traditionally technology-
conservative industries where digital transformation, leveraging IoT and blockchain developments, has 
the potential to deliver the most revolutionary impact. 

Telcos Must Partner; This Venture Fits the Blueprint 
IDC has long said that telcos must partner if they want to address the full breadth of cloud services 
opportunities, combining their networks and access to hyperscale platform providers with partners' 
infrastructures and additional capabilities. This venture enables Vodafone to accelerate its own digital 
transformation — and indeed, the company has understood the reality for some time. At last year's 
Annual Analyst Summit, the company's CEO described a strategic focus shift towards solutions, and 
away from point services — with a partner ecosystem playing a key role in design and delivery. That 
way, as was shared with IDC, Vodafone can "move from an ultimately depressing conversation about 
price to a conversation about capability, business model, and revenue co-creation." 

In IDC's view, this venture is a smart move. From a competitive standpoint, the venture enables 
Vodafone to accelerate its strategy at a crucial time — as BT, T-Systems, and Orange Business 
Services are beefing up their investments to expand the support of third-party public cloud capabilities 
(e.g., Orange's acquisition of Basefarm in the Nordics, T-Systems' launch of AWS-managed cloud 
services offering, etc.). 

With this venture, Vodafone is turbocharging its enterprise digital platform proposition for clients, 
leveraging IBM's strengths in enterprise public and private cloud hosting, multicloud management, 
integration, and DevOps technologies and bolstering its ability to meet the needs of clients that want to 
use Vodafone technologies and services as part of their DX projects. It also gains Vodafone access to 
experienced teams driving enterprise client implementations.  

Its interest in partnering with a provider with multicloud capabilities means that IBM was the obvious 
choice, particularly taking the Red Hat acquisition into account. According to IDC's 2018 CloudView 
Survey of 1,350 European cloud decision makers, IBM customers are the most mature cloud users, as 
IBM provides a full-service transition to the cloud for large enterprise customers.  

IBM, in return, widens access for its "big bets" in enterprise software and professional services — 
around AI, multicloud, and more — into industries and use cases that, though partially penetrated, are 
not established as major markets. It gets a new route to market for its blockchain and IoT technology 
propositions. IBM gains preferential access to Vodafone's networking customer base, a potentially 
lucrative market with opportunities to upsell. In IDC's view, increasing demand for cloud network and 
endpoint management services and application layer will be among the chief growth drivers for 
managed cloud services from 2017 to 2022.  

Vodafone had its own multicloud platform in the works for several years, but it never made it to launch. 
Turning its existing cloud hosting operations over to IBM and leveraging IBM's multicloud platform 
likely comes as a relief to a company like Vodafone that has strong opportunities in more clearly 
differentiated areas such as 5G and IoT, and that needs to deploy its own resources where it can 
make the biggest impact. 

When it comes to taking these services and capabilities to market, the new venture will leverage both 
organizations' sales forces. This explicitly includes both direct sales capabilities, as well as their 
partners. Initially, Vodafone is expected to take the lead given its larger sales force; however, the 
companies acknowledge that, in the long run, details of how to best leverage two existing partner 
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ecosystems must still be ironed out. Ultimately, the goal will be to avoid duplication and to embed 
technical solutions with the strongest partner. 

Garage is the Way to Go 
This isn't the first more-than-close partnership that IBM has created; it has previously created similar 
kinds of Garage-based ventures with cloud document management and collaboration platform 
provider Box and with Apple. Both initiatives focused on delivering real customer outcomes first, with 
agile teams colocating to develop new customer solutions. It's a model that IBM has experience with, 
which should stand this initiative in good stead.  

The Garage model for the venture has other advantages. Iterating on design and development of 
solutions for particular industry use cases is vital, as customers and prospects need help in 
discovering the art of the possible and prioritizing what to implement. Equally, though, it will be crucial 
in minimizing the risks associated with two such large companies collaborating: both companies have 
extensive portfolios and complicated organizations, and finding the most appropriate capabilities and 
teams to leverage in designing or delivering a particular product or service will not always be 
straightforward or immediate. 

Openness, Choice, Quality, and Simplicity will be Key to the Venture's 
Success 
The use of IBM's cloud technologies and capabilities will be crucial to the success of this venture. 
Specifically, to really drive value, the venture must focus on leveraging IBM's Multicloud Management 
Platform, Multicloud Manager, and private cloud solutions, and through these, enable access to and 
consumability of the full range of public hyperscale cloud platforms. The cloud platforms space 
continues to evolve quickly, and it's impossible to predict which platforms work best for which kinds of 
use cases and workloads in three years' time. Customers will need this venture to offer platform 
openness and choice, as well as service quality and contracting simplicity. 

LEARN MORE 

Synopsis 
This IDC Market Note provides commentary and analysis of the new venture between Vodafone 
Business and IBM, announced on January 17, 2019, and is based on an in-depth briefing from 
executives from Vodafone Business and IBM driving the venture. 

"The new venture between Vodafone Business and IBM represents significant efforts from both 
companies to develop and market a joint digital platform proposition for innovative new services, 
based around a core of IBM's multicloud capabilities, combined with Vodafone Business' enterprise 
connectivity capabilities," says Neil Ward-Dutton, vice president, European DX and AI Research 
Practices. "The venture addresses the 'full stack' of real-world multicloud concerns with a powerful 
combination of capabilities that help customers take advantage of multicloud strategies across all 
layers of their organizations. Giving customers choice through open standards and systems will, 
therefore, be key." 
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