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In an atom smasher, particles that have been separate for eternity meet in a dramatic and 

transforming fashion.  Similarly, the SMB segment is where Service Providers will 

dramatically test their competitive mettle and hope to transform their existing businesses.  

The SMB segment has been overlooked and disregarded for decades by Service Providers, 

and other providers as well, who have deliberately chosen to focus energy and resources in 

other markets.  Not so anymore.  Cisco IBSG, through the detailed interviews of over 20 

Service Providers, has unearthed our customers’ transformative plans to dominate in the 

SMB segment (1 employee to 999 employees). 

SMB is the New Battleground 

The same technologies that drive efficiency in the Enterprise segment also enable the 

delivery of high value, low cost services to the traditionally cost-conscious SMB segment.  

Delivery of business services to the SMB segment has been the elusive dream of System 

Integrators for decades.  Today, the dream is a reality for the Service Providers – who have 

engaged with this segment in search of new growth opportunities.  

Cisco Service Provider Research in the SMB Segment  

We conducted detailed interviews with our Service Provider customers about their 

perceptions of the market, current initiatives around the SMB segment, and obstacles to 

growing more quickly.  Every one of our Service Provider customers is aggressively 

pursuing the middle of the SMB segment (50 employees to 250 employees).  Revamping 

service portfolios, upgrading systems, modifying organizations, building channels, 

enhancing support, – Service Providers are investing more energy than they ever have into 

the SMB segment.  The momentum toward SMB is real and is here today.  

The Service Provider Response to the SMB Opportunity 

All types of Service Providers are aggressively pursuing the SMB segment.  While they 

leverage their heritage, existing strengths, and current brand equity, Service Providers are 

driving to the middle of the market, where overall spend per customer is higher and where 

the overall number of customers is greater.  
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Figure 1.   All of Cisco’s Service Provider Customers are colliding in the middle of the SMB market space. 

 
Source: IBSG Analysis and Research, Contributions by IBSG Economics Practice 

Cable MSOs: Cable MSOs have been making quiet noise in the SMB segment for the last 

five years with simple data, voice and video offerings to very small businesses.   More 

recently, Cable MSOs have expanded into a broader array of commercial-grade connectivity 

and communications options for small SMBs and are moving up-market. As an example, 

TWC recently announced a Healthcare focused VPN offering.  Propelled by low-cost 

access, Cable MSOs have been able to cherry-pick on-net or nearly on-net customers from 

the ILECs and build sizeable and rapidly growing businesses.  For example Comcast’s 

commercial services business crossed $1.5B this year and has been growing at 50% 

annually and TWC’s commercial business crossed the $1B mark for the first time in 2010.  

Traditionally, Cable MSOs have been held back by lack of robust sales channels, poor 

billing systems and limited product portfolios.  The largest Cable MSOs are now rapidly 

investing resources and money to solve each of these items. As an Example, TWC’s 

Commercial CapEx increased 34% in 2010 while their overall CapEx decreased nearly 10%, 

showing an increased focus on commercial and SMB spending.   

CLECs: CLECs continue to be attracted to underserved areas in the SMB market.  Until 

recently, CLECs have enjoyed relative anonymity and sparse competition in the middle of 

the SMB segment (50 employees to 500 employee companies), and they have crafted 

simple, comprehensive offers that meet the needs of non-technical and cash constrained 

small businesses.  However, with growing competition, CLECs are now forced to upgrade 

their services offerings significantly in order to stay ahead of competition.  CLECs are the  
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most aggressive in building Infrastructure as a Service (IaaS) offerings.  Moreover, CLECs 

are aggressively pursuing application and systems integration partnerships in order to 

provide turn-key solutions. A good example of this is Optimum Lightpath’s partnership with 

GetWellNetworks to jointly pursue healthcare customers in the OLP’s service area.  

Hosting Companies:  Traditionally catering to the needs of the top end of SMB and to the 

Enterprise segment, hosting companies also see the potential in the SMB market with 

technical innovations like virtualization and UCS.  Acquisitions like TWC’s purchase of 

Navisite, are likely to accelerate hosting company offerings into the mid market as 

companies like TWC combine their traditional commercial offerings with newfound cloud and 

hosting assets.  

ILECs:  Much like fruit that falls off of a tree, the ILECs have been able to serve the SMB 

segment with ill-fitting products and ineffective sales channels for many years.  But now, 

competition is forcing the ILECs to react and they are re-tooling to meet the needs of their 

SMB customers.  Starting with organizational design, the ILECs are applying resources 

directly to the SMB segment rather than treating it as an extension of Enterprise.  The ILECs 

are revising product portfolios and building low-cost, more effective channels and support 

targeted at the SMB segment.  Verizon has launched Verizon Business targeting SMBs and 

AT&T is investing in its Small Business Group.    

OTT Providers:  While many people think of the OTTs as consumer companies, many of 

the OTTs such as Google see the opportunity in the SMB space and are mobilizing around 

it.  With expertise in the delivery of content and applications, the OTTs, like Google and 

Yahoo are targeting very small businesses with segment specific applications and content.  

However, most of the OTTs lack effective sales channels and systems in order to prosper in 

this market.  The potential is there; but the business-class capabilities need to be 

developed.     

To read more about the SMB opportunity, visit “New Cisco IBSG Research Reveals 

Dramatic Growth in Cloud Interest Among SMBs” at 

http://www.cisco.com/web/about/ac79/docs/sp/SMB-Cloud-Watch-POV_IBSG.pdf  

http://www.cisco.com/web/about/ac79/docs/sp/SMB-Cloud-Watch-POV_IBSG.pdf

