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A Market in Transition

Worldwide End-User Spending

Source: Cisco IBSG Analysis, Ovum, IDC, Current Analysis, Canalys, Gartner, PWC, JP Morgan, Infonetics, In-Stat, all 2006
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Many Players Have Ambitions

Content/
Application
Providers

Aggregators/
Integrators/

Over the Top 
(OTT) 

Network
Based 

Operators

Virtual
Network

Operators

Device
Services

Connectivity  Experience
Consumer-led innovation

http://www.chumby.com/
http://www.ebay.com/
http://www.google.com/webhp?hl=en
http://www.youtube.com/
http://images.google.com/imgres?imgurl=http://rt3reviews.com/wp/wp-content/uploads/2007/08/warner-bros-logo.jpg&imgrefurl=http://rt3reviews.com/wp/?cat=8&h=320&w=380&sz=20&hl=en&start=1&um=1&tbnid=t9QE2CAQjOge9M:&tbnh=104&tbnw=123&prev=/images?q=warner+bros&um=1&hl=en&rls=com.microsoft:*&sa=N
http://www.google.com/webhp?hl=en
http://www.facebook.com/r.php
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http://images.google.com/imgres?imgurl=http://blackberrycool.com/wp-content/uploads/optus_yellow_cmyk.gif&imgrefurl=http://www.blackberrycool.com/2007/11/21/006101/&h=146&w=250&sz=8&hl=en&start=4&um=1&tbnid=qzzCBEyBMKcUHM:&tbnh=65&tbnw=111&prev=/images?q=optus&um=1&hl=en&rls=com.microsoft:*&sa=N
http://home.aapt.com.au/index.html
http://images.google.com/imgres?imgurl=http://www.americanexpress.com/newzealand/images/TCL_Logo.gif&imgrefurl=http://www.americanexpress.com/newzealand/customerservice/bill_payments.shtml&h=864&w=1969&sz=134&hl=en&start=1&um=1&tbnid=8Yg3O1beeSvoRM:&tbnh=66&tbnw=150&prev=/images?q=telstraclear&um=1&hl=en&rls=com.microsoft:*&sa=N
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http://corporate.disney.go.com/corporate/moreinfo/pdfs/disney_abc_apple_deal.pdf
http://www.akimbo.com/
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Computing and Peripherals
$10.88B

23%

Storage
$0.62B

1%

Software & Applications
$4.36B

9%

Outsourcing / Professional 
Services
$11.65B

25%
Network Infrastructure

$1.11B
3%

ixed Telecom
$11.56B

25%

Mobile / Wireless
$6.54B

14%

Manifestation in Service Providers

Source : Gartner Fixed Telecom Services Forecast 2003-2009, IDC Asia/Pacific IT Spending Forecast 2004-2008, IDC Telecom Black Book 2005

Consumer & Business ICT Spend 2005

CAGR 2005 – 2009
Voice @ 1%
Data @ 19%
Total @ 5%

CAGR 2005 – 2009
Voice @ -2%
Data @ 7%
Total @ 2%
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Agenda

Expansion into Managed Services

• Changing expectations of convergence
• Market permission
• Diversity demands of IT adoption lifecycles

The Web 2.0 Phenomenon

• Business scenarios it may produce
• Expected outcomes for Service Providers
• Monetisation models and examples

Product Management or Marketing

Contributors, influencers or owners of business strategies
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Expansion into 
Managed Services
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Web Hosting

Managed Storage

Managed Server Services

Managed Security

Managed Network Services

Managed Mobile Infra

Managed Mobile Applications

Managed Converged 

Communications
Managed Connectivity

Managed Application 

Performance Services Hosted Managed Application 

Services

Australian Market Opportunity

Web Hosting

Managed Storage

Managed 

Server Services

Managed Security

Managed Network 

Services

Managed Mobile Infra

Managed Mobile 

Applications

Managed Converged 

Communications
Managed Connectivity

Managed Application 

Performance Services

Hosted Managed 

Application Services

2004

Source : Ovum, IDC 2007

2010

MPLS VPN
Metro E

IPSec VPN
IP WAN

ATM
Frame Relay

SMB?
Managed

Service

Extensions
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The Managed Services challenge
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Managed 
Connectivity is 

closely aligned to 
current capabilities

SP SI‟s struggle with 
volume; focus on 

Managed Networks 

High $
Managed
Services

SMB
Managed
Services
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Direction 1

Lack of Market Permission

Direct Sales 
Force

Channel To
Market

Market Permission

Top 
Accounts

Segmentation

Consumer, 
Mobile and 

SoHo

Marketing 
Channel + Direct 

and indirect 
retail 

PSTN
Telephony

WAN/
Internet

Converged 
IP

IT  
Solutions

Small
Accounts

Marketing 
Channel & 

some indirect 
channel sales
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Direction 1 

Go To Market Models

SP Direct

Sales Effort Services and Equipment RevenueMarketing

Service
Provider

Service
Provider

Service
Provider

Customer Customer Customer Customer

Push Pull

Reseller

Sell Thru Sell With Sell With
(Reference Sell)

Reseller Reseller

Service
Provider

Disti
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Direction 1

Go To Market Models

Sell For
(Franchise)

Sales Effort Services and Equipment RevenueMarketing

Service
Provider

Service
Provider

Customer Customer

Sell For
(Agent)

Sell For
(Quasi-Agent)

Sell For
(Quasi-Agent)

Franchise

Sales
Agent

Customer

Reseller

Service
Provider

Disti
Service
Provider

Customer

Reseller
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Direction 2

Convergence Has Moved On

InternetIntranet &
Extranet

Applications
& Collaboration

Communication
& Messaging

GSM / 3GSM HSDPA WLAN WiMax MetroE DSL / Cable

Directory
Location
Speech

Presence
Security
Identity

Voice, Data & 
Mobile bundles

Dual-Mode 
Voice and Data

Unified 
Applications 

(Vmail, Presence, 
IM)

Seamless 
roaming

Working in the Cloud - anywhere, anytime access to online content & SaaS

Content &

Information
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Direction 3

Managing the IT Adoption Lifecycle

Core
Differentiation

Context
Table Stakes
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Conceptual View of IT Investment

Unified Comms

Unified Apps

MetroE VPNs

Internet Enablement

Wireless & Mobility

TelePresence

Firewall

IP „ Dial-Tone‟

LAN

Internet Connectivity

IP WAN / VPN

PSTN Trunking

NAC / IPS

SIP Trunking

Dual Mode Voice

WAFS

Virtualisation

App. Awareness

TDM Telephony

ATM / FR WANs

Non-IP Protocols
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Firewall

Direction 3

Managing the IT Adoption Lifecycle

Core
Differentiation

Context
Table Stakes
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Differing Expectations of Managed Services

Unified Comms

Unified Apps

MetroE VPNs

Internet Enablement

Wireless & Mobility

TelePresence

IP „ Dial-Tone‟

LAN

Internet Connectivity

IP WAN / VPN

PSTN Trunking

NAC / IPS

SIP Trunking

Dual Mode Voice

WAFS

Virtualisation

App. Awareness

TDM Telephony

ATM / FR WANs

Non-IP Protocols

Unified Comms

Unified Apps

MetroE VPNs

Internet Enablement

Wireless & Mobility

TelePresence

NAC / IPS

SIP Trunking

Dual Mode Voice

WAFS

Virtualisation

App. Awareness

TDM Telephony

ATM / FR WANs

Non-IP Protocols

COMPLEMENTARY

Normally in-housed
Skills deficiency

Economies of Scale
Efficiency / Location

Adapt to unique needs
Seamless IT integration

VERY strict SLAs

SUPPLEMENTAL

Emerging & Important
Not yet critical

Strategic investment

Bespoke
Experimental / Creative

Consultative (Bus & Tech)

Firewall

IP „ Dial-Tone‟

LAN

Internet Connectivity

IP WAN / VPN

PSTN Trunking

SUBSTITUTIONAL

Diminishing Importance
Tactical „check-box‟

Little in-house value-add

Standardised Offers
Commoditising

Mature Processes

MIGRATORY

Not Important or Critical
Being managed out
Migrate business off

Short-term
Highly Commoditised

Promotes 
resource

alignment 
on core

activities
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Unified Comms

Unified Apps

MetroE VPNs

Internet Enablement

Wireless & Mobility

TelePresence

Firewall

IP „ Dial-Tone‟

LAN

Internet Connectivity

IP WAN / VPN

PSTN Trunking

NAC / IPS

SIP Trunking

Dual Mode Voice

WAFS

Virtualisation

App. Awareness

TDM Telephony

ATM / FR WANs

Non-IP Protocols
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Impact of the IT Lifecycle

Supplemental
Complementary
Substitutional
Migratory

Core
Becomes
Context
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Unified Comms

Unified Apps

MetroE VPNs

Internet Enablement

Wireless & Mobility

TelePresence

Firewall
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LAN

Internet Connectivity
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Supplemental
Complementary
Substitutional
Migratory

Core
Becomes
Context

COMPLEMENTARY

May be bypassed by in-
sourcing due to criticality



© 2006 Cisco Systems, Inc. All rights reserved. Cisco ConfidentialPresentation_ID 17

Unified Apps

Internet Enablement

TelePresence

Firewall

LAN

IP WAN / VPN

NAC / IPS

WAFS

App. Awareness

Direction 3

Managing the IT Adoption Lifecycle
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Managed Services must Evolve with Changed Expectations

Supplemental
Complementary
Substitutional
Migratory

SIP Trunking

Dual Mode Voice

Virtualisation

MetroE VPNs

Wireless & Mobility

Social Networking

Federated Services

Pervasive RFID

IP „Dial Tone‟

LAN

Internet Connectivity

Unified Comms

Clean Internet

PSTN Trunking

TDM Telephony

ATM / FR WANs

Non-IP Protocols
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Substitutional

• Commodity services
• Low-cost, low-value
• Highly competitive

• No customisation
• Quick scope-quote-

close-service
• Highly developed 

processes and back-
end automation

• Sell from price-list

Complementary

• Consultative-sale
• Value-added potential

• Customisable 
solutions sets

• Generalised services 
with customer-
specific add-ons

• Leverage existing 
process and scaling 
skills; some limits

Direction 3

Best Practice Business Architecture

Supplemental

• Market development
• Higher risk, high 

return

• Custom architectures
• Customer-specific
• Business-case 

driven, strategic 
investment

• Develop new 
processes, skills

In-sourced
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Direction 3

Manage Service Business Requirements

Evolve with how technologies are seen

Investments must adapt to subsequent opportunities
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Direction 3

Managed Service Platform Requirements

Accommodate diverse requirements

Implement multiple combinations

Evolve with the customer
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Direction 3

Building Managed Service Modularity

Connectivity Security Unified Comms Other

D
S

L

S
a

te
ll
it
e

C
a

b
le

3
G

W
L

A
N

A
T

M
 /

 F
R

E
th

e
rn

e
t

F
ir

e
w

a
ll

IP
S

N
A

C

A
C

L

C
ry

p
to

S
B

C

G
a

te
w

a
y

P
B

X

C
a

ll
 C

e
n

tr
e

C
o

n
te

n
t

D
ig

 M
e

d
ia

W
A

F
S

S
v
c
 C

tr
l

A
p

p
s

App Engines

AS

ASA

ASR

BPX / MGX

Catalyst

Routers

ISR

PIX

Dig Media

SCE

Unified Comms

AiroNet

ME

ONS



© 2006 Cisco Systems, Inc. All rights reserved. Cisco ConfidentialPresentation_ID 22

Direction 3

Deployment in Managed Strategies

Cisco
Integrated Services Router

PSTN

IPVPN

Internet

FW 

QoS

IPS

PBX

NAC

POTS
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PRI
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Software-based services
at customer’s premise
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Svc
Control

Net
Analysis

Runtime
Apps
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Media

Hardware-based services
at customer’s premise

Satellite WiMax
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Direction 4

Addressing All the Opportunities

Customer
IT Adoption

Lifecycle

SP Managed Service Product Lifecycle

Stage IV

Stage I

Stage II

Stage III

Service
Provisioning

Service
Management

Platform
Solution

Platform Platform
Solution

Configuration
Management



© 2006 Cisco Systems, Inc. All rights reserved. Cisco ConfidentialPresentation_ID 24

Direction 4

Phased Service Evolution

Customer / Channel

Service Provider

Billing

Internet
MPLS VPN
SIP Trunking

CCME
NAC
IPS
Firewall
WAAS
SRST

Surveillance
Run-Time Apps
Service Control
Network Analysis
Content Engine
Legacy Interfaces

Stage III & IV

Stage II

Stage I

Customer / Channel
Service
Management

CONCEPTUAL
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The Web

Phenomenon
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Beneath the Hype

 Web as the platform, architecture of participation

 Above the level of single devices

 Composed by integrating distributed, independent developers

 Mash-ups

Level 3
Only exist online; derive 

power from human 

connections and user 

participation

Level 2
Can operate offline but 

gains advantages by 

going online

Level 1
Also available offline, but 

gain features online

Level 0
Would work as well 

offline; 

http://www.ebay.com/
http://www.youtube.com/
http://www.facebook.com/r.php
http://twitter.com/
http://www.xdrive.com/home.jsp
http://www.flickr.com/
http://maps.google.com.au/maps
http://www.mapquest.com/
http://local.yahoo.com/
http://www.linkedin.com/home?trk=hb_logo&goback=.mir_false_1_DATE
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Attributes of the Future

SP Industry 
Outcomes

Regulation

Macroeconomics

End-User Needs 
& Behaviour

Technology

Web

Web

Web
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Taking position in the Web 2.0 value chain

Ignore

 Ignore the thousands 
of irrelevant services

Impair
 Traffic analysis and 

control
 Internet Access 

Tiering, Quota/Data 
Limits

Improve

 Strategic OTT 
Alliances

QOS to Subscribers 
and to OTT Providers

 Joint advertising 
opportunity

Imitate

 VoIP over any 
broadband out of 
footprint

On-line video strategy

 Social Networks
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Ignore

Traffic Growth exceeds Cost Reduction

IP Transit Price Declines Versus Traffic 
Growth in Select Cities 2005-2006

Source: TeleGeography, 2006

Margins
Decrease

Margins
Increase
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Imitate

Develop Me-Toos
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Impair

Access Tiering & Fair Use Policies

 Quota-based tiers

 Acceleration Services

 Application-based Access

 Smart & enforced Fair Use Policies

Make sure Interactive Apps work well

Service Heavy Users and Applications
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Improve

Example Strategy Under Consideration

Localised Content

YouTube „channels‟

Content 
Uniqueness

Tap into ISP content

YouTube „channels‟

Put on TV & mobile, higher quality

SP community ratings
Functionality

Greater usage & reach

Localised advertising, Peering partner

YouTube EPG & portal

Sharing content on devices
Ease of Use

Provide access to ”lean back” market & 
non-PC users

QoS, enhanced resolution

Guaranteed performance, Quota relief
Service Level Greater usage and longer sessions

Improve towards users Improve towards provider

http://images.google.com/imgres?imgurl=http://www.masternewmedia.org/images/person-at-computer-collaboration-tools_id380635_size480.jpg&imgrefurl=http://www.masternewmedia.org/online_collaboration/collaboration-tools/best-online-collaboration-tools-Lancelot-research-part-1-20070422.htm&h=720&w=480&sz=35&hl=en&start=13&um=1&tbnid=TuztS-74rJrgxM:&tbnh=140&tbnw=93&prev=/images?q=person+computer&um=1&hl=en&rls=com.microsoft:*
http://www.google.com/webhp?hl=en
http://www.youtube.com/
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Preserved Value
Partnership Delivery

Tiered Services & 
Fair-use Policies

Reasserting position in the value chain 

UTILITY CLOSED

P2P File-
Sharing

VoIP

Video

GamesWeb Music

Social Networks

Web 2.0 Applications

Best-effort Public
Internet Access

IPTV
VoIP

VoD

SP Applications

Exclusive Services &
Integrated Bundles

Best-effort Access


Differentiated Access

IMS-based Presence, IMIM

COOPETITION

Premium VoIP

HD Video

Guaranteed P2P

Monetised “Improved” Web 2.0 Applications

Differentiated Access &
Single-sign-on Web Agent

IMS Links

Premium Web

Quota Relief

Re-tasking

EPG / Channel

Positive Enhancement

IMPROVE
Negative Enhancement

IMPAIR

Wireless Wireline

New mobility, 
virtualisation & 
collaboration
solutions

Any media
Anywhere
Any device

Web
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Preserved Value
Partnership Delivery

Tiered Services & 
Fair-use Policies

Reasserting position in the value chain 

UTILITY CLOSED

P2P File-
Sharing

VoIP

Video

GamesWeb Music

Social Networks

Web 2.0 Applications

Best-effort Public
Internet Access

IPTV
VoIP

VoD

SP Applications

Exclusive Services &
Integrated Bundles

Best-effort Access


Differentiated Access

IMS-based Presence, IMIM

COOPETITION

Premium VoIP

HD Video

Guaranteed P2P

Monetised “Improved” Web 2.0 Applications

Differentiated Access &
Single-sign-on Web Agent

IMS Links

Premium Web

Quota Relief

Re-tasking

EPG / Channel

Positive Enhancement

IMPROVE
Negative Enhancement

IMPAIR
Next Gen
Tiering

Network Resource
Allocation & Control

Comprehensive
Integrated Services Delivery

Next Gen Internet Access Tiering – New tools to optimize Internet access

Network Resource Allocation & Control – content-aware dynamic performance

Integrated Services Delivery  – Differentiation, enable new business models
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In Closing …
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Expanding into Managed Services

Partnerships

Necessary to manage complexity & volume

Convergence

Voice, Data AND mobility

Adaptability, Modularity and Flexibility

Accommodate IT lifecycles

Continued development of ISR as Managed Services platform

Software, hardware, innovation, acquisition

Services for today and tomorrow
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Dealing with the Web 2.0 Phenomenon

An Opportunity

More than threat or risk

Ignore, Imitate, Impair and Improve

Evolving combinations expected

Coopetition re-asserts position in value chains

Content and subscriber-aware intelligence for business control

Service Exchange Framework for IMS and non-IMS architectures

Fundamental attribute of Cisco IP NGN architectures; core and edge

Together with Web 2.0, provides foundation for Web 3.0
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