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Tim Dillon
Good morning ladies and gentlemen.  We have half an hour.  I would like to you to acknowledge -- Jay, you know, Richard Kagan, who's Executive Vice President from Infoblox and Angus who's basically Services Director I think for AP, for Spirent.  And I would strongly encourage you.  I have questions which if you don't going to ask I'm going to bore you because I will ask them because I need to know stuff and find it out.  However, please ask questions.  We have them here.  It's a very, very capable, powerful group of organisations on the stage.  Please make the most of asking the questions whilst they're in front of you.
I would like to spend a few minutes setting a scene around virtualisation and datacentre transformation.  And you can see there, four areas if you like, which are really different aspects of an enterprise environment.  So you have a CXO, the line of business, the IT functions and capabilities.  And all of those organisations face, I guess different pressures and different demands.
So if you think about it from an IT perspective the better use of kit is something that was absolutely fundamental and important.  
If you think about it, from a CXO perspective, if I talk to a CFO one of the things that has been fundamentally critical and top of their agenda has been the removal of CapEx particularly in the current commercial environment with the GFC.  How do I strip CapEx out of the business?  
If you come back to the IT perspective, again you can see there that it's all around optimisation.  It's about bringing benefits and efficiencies and value for my infrastructure.  
And then you come to the line of business and they have different priorities again.  So the line of business guys are around my customers, speed to market, different priorities.  
And if you start to look at how that plays out across an organisation you end up with a different emphasis, almost a divergence of paths around IT.  So you have a lot of conflict inside your organisation -- a lot of conflict and different priorities.  
And then we said what are your priorities, if you think about from an IT and a line of business perspective.  I've just pulled some out of there.  The red, for those of you who can see it properly, the red is the line of business and the green is IT.  The thing is that if you look at where those things converge, you have datacentres and customer care and if you roll that in together you have datacentre transformation as well.  So this is an area of priority both from a business and an IT perspective.  
I think that's important to understand where it goes because in the current GFC climate a lot of organisations have said we're going to pull back our spending on servers and that's a problem as well.  So I'm not going to spend all my time walking through all these charts.  I'm just trying to give you a little bit of a flavour for what we're seeing.  
The other thing is the market in IP for virtualisation, it's actually quite a good market.  If you look at that chart, that shows you a couple of things.  The first is the penetration of virtualised servers across AP, some peaks and troughs but also this percentage of new servers that are being shipped that are virtualised.  You can see there that Australia is actually a reasonable market for virtualisation.  It's quite a mature market.  But if you look to that chart, New Zealand, Hong Kong and Singapore are relatively low penetration right now but a lot coming into the marketplace in terms of new shipments coming through.  So a lot of focus on virtualisation -- a lot of focus.
It's interesting when you start to explore where virtualisation is going to go and I think if there's one chart that I would refer you to for any discussion about where virtualisation is going, it is this.  And this maps forward if you like, from where we are today which is this Virtualisation 1.0 to 2.0 to 3.0.  
The thing for me is actually not so much the technology play.  It's actually the driver.  And you can see on this line there, the vertical line running up through the chart, that the change becomes -- the 1.0 the CapEx play which is where we are now, rolling forward, this is cash management, this is OpEx, 2.0, 3.0.  So the business drivers around the deployment of virtualisation are shifting.  It's shifting quite significantly.  The capabilities that you can see up there, this is where we think the marketplace is going to go in terms of where virtualisation will develop.  
And it's a very interesting one because if you then go and say well, what are the drivers?  Top one reduce costs.  It's a bit of a [gimme] isn't it.  If you go to an organisation and say do you want your costs to go up by 20%, they're not going to say yes.  It's always going to about the thing that we want to drop our costs.  
But in a virtualisation play and a datacentre play cost is absolutely fundamental and critical.  I'll give you a couple of examples of that.  In Singapore I think energy costs have risen 12% this year, give or take 12%.  That's being driven by the change in the price of oil.  That has an impact upon your datacentre and your virtualisation environment or your server environment anyway.  
In Australia the expectations are that in the next three years, energy costs will rise 60%.   Now if you have, like we do in Australia a heavy loading on datacentres right now, high energy consumption, not much available space left if you like to push more servers into the datacentre, a 60% increase in costs over the next three years in the business is crippling, absolutely crippling.  So that is a major problem.  So cost is a big issue.  It's a very big issue.  
If you look at that second point, server utilisation, I think whichever analyst house you use, which vendor organisation you speak to, all of us as an industry are going to tell you the utilisation is not where it should be.  You can probably walk through a datacentre and turn off even 15% of the servers that are sitting there physically and nobody is really going to yell at you, to say where's my app gone.  It's about 15% unused.  They're still sucking power, they're still pulling aircon, they're still all the things that they're doing just sitting there but it's not being used.  It's about 15%.  I don't care what number you use, there's going to be a problem with utilisation.  
The third is simplification of management.  A server environment can be complex.  The thing about virtualisation is that it's supposed to make it easier for you.  
So the expectation around virtualisation in a datacentre is going to be cheaper, it's going to increase my utilisation and it's going to simplify my management.  I've just told you two out of three of those things which are lies.  So it's going to be much more cost effective, it'll drop my utilisation and it'll be simpler to manage.  Anybody want to take a stab at which one is the actual truth?
The thing is, if you start to look at the economics of virtualisation, and I'm a fan of virtualisation but I have to say you have to be careful how you do it.  This is a busy chart so I'll need to explain to you what this chart shows and I'll work from the bottom up.  The bottom, this yellow line shows you the spend globally on new servers.  It's fairly constant, give or take.  It's a reasonably stable environment.  Come up a layer, that grey is the management of that physical environment.  This is the costs associated with running those servers in a physical environment.  Again fairly stable.  
What I then want to draw your attention to is the light blue that's growing, that is the cost of virtualisation.  That is the cost of management of a virtualised environment.  
We have organisations, we were approached by an organisation in Australia, a large corporate late last year who say we went down a two year path of virtualisation.  It didn't work.  It's more costly, it's less efficient, how do we go back to a physical environment.  This is an organisation that has a global footprint, spent three years, investing in a virtualised environment.  I would fire the IT guy frankly, but nonetheless they're now saying oops, we went too far.  
So there are some catches around virtualisation and we want to explore that as a group because I think it's important to understand how these things impact upon an organisation.  There is expectation that it's less costly.  In some areas it is.  Your management cost scales up significantly.

So where we do think this is going to go in terms of an evolved infrastructure?  We are over here right now and this is the dedicated design.  It's interesting listening to Jay this morning.  He's talking about how HP is transforming into a converged environment away from a siloed approach from other vendors.  I think this is where we're going to get to.  We're going to have this shared service where we're going to end up, over there on your far right, which is probably a mix of a cloud and shared services design.  This is where we think it is going to go.  
So I'm going to just have a little bit of commentary on cloud.  What are you going to take into the cloud?  So we went to organisations and said what are you going to do now, what are you going to do three years out.  So blue and red on that chart.  
A couple of interesting things.  At the top, IT management applications collaboration.  You kind of expect that.  Down at the bottom there, there's some fairly significant expectations around the server and the storage environment into a cloud.  This has implications for a virtualised environment as well as datacentres.  
I was talking to an organisation in Australia, 600 employees.  Actually their architecture is going to be incredibly simplified.  Their CIO basically said we have 600 people.  All of them will use an iPhone.  We have iPads pre-ordered and we're not going to get them in Australia and we want a Google Box environment.  That's it.  My architecture for 600 people in a national footprint across Australia is iPhone, iPad, Google Box.  I don't have to worry about my servers.  I don't have to worry about a lot of my traditional IT infrastructure.  That's an interesting one too, in the context of where organisations are going to go.
So the server and the storage capacity is an interesting one in terms of what's going to go into the cloud.  I think we have to be careful when we look at virtualisation and say it's all these things, it's going to be great, it's a panacea to all our business requirements around the datacentre environment.  There are some catches.  
At that point I'm going to stop.  I've tried to very quickly give you a scene set for where we feel the datacentre and the virtualisation environment will go.  My last comment about this is that if you think about cloud as a business model, cloud is a utility computing.  Whatever you want to call it, define it however, it effectively means a pay for usage basis.  That is going to significantly impact further on a virtualised environment but also the business models of organisations.  So right now a business structure, let's say a 100% of my cost base is 60% hardware, 40% software, just a nominal example.  We think that the cloud and the virtualisation environment is going to change that model significantly.  You have a 50% fixed cost, whatever that's going to be.  35% of the cost of my business in the IT and coms environment is going to be utilisation.  It will be pay as they use.  
Above that you're going to have other organisations push what we term business outcomes, in other words tying that ITC service back to an outcome.  NetEvents want to become if you like, nominally a broadcaster of these sort of things to a global audience.  They're doing that now.  One of their themes could be customer satisfaction.  How do I as an IT services provider, tie my service delivery to that endpoint of customer satisfaction?  That's what I'm talking about, business based outcomes.  
I think that then changes the dynamic, if you think back to what Jay said about the other, the (inaudible) vendor, what they're doing and what HP is talking about in terms of where they're going to go.  The same applies for an enterprise.  As an enterprise I'm just going to buy stuff.  I don't care how you provision it, I don't care how you provide it, I don't care about the kit almost.  I want this service to that specification.  You deliver that to me.  It's interesting there's a lot of echoes I think for the business perspective as to what Jay was talking about.  
So to that end I think we should get them talking so I can stop.  Would anybody like to fire a question before I ask one of the panel?
Eric Haïssaguerre - Orange Business Services
Thank you.  I'm Eric from Orange Business Services, Eric Haïssaguerre..

It's actually for you Tim.  

Tim Dillon

No, no.  These gentlemen there, they're the clever ones.

Eric Haïssaguerre
Okay.  But for you to (inaudible) and to direct to the most appropriate panellist.

You show in your slide, you are showing and you are opening a little bit the angle from [inaudible] and all your slides have been very centred on the sellers.  Your last slide was opening up to areas like storage and others.  So what's your view?  Is virtualisation at this stage in your 1.0 version only service?  Or are we ready already to actually embrace the other aspect of the datacentre and the IT infrastructure?
Tim Dillon

So my view is from what I've seen of organisations across IP, we're still at 1.0.  If you look at -- and actually Richard and I were talking about this over breakfast and I think it's an interesting one.  There are a lot of advantages when you go down to 2.0 and 3.0 approach with some of those capabilities.  But we're not there yet.  There are some quite interesting issues about how you get to that.  It's easy -- I'm sorry Richard, I'm mostly going to paraphrase what you said to me at breakfast.  
But we were having this discussion and Richard said to me, you can virtualise, you can spin up and down, I can basically run through (inaudible) provision.  That's easy, that's great.  That's 1.0.  If I then want to take that into, basically then spin out across another virtual LAN, that's not possible right now.  That's difficult because I have to basically [back off] and get some support.  We're not at point, click, go.  That's where we should be going but there's a lot of practical issues once you start to move into a broader environment with some of the networking issues.  So I think we're still very much at 1.0.  Richard, he's far more eloquent and capable of explaining than I am.

Richard Kagan

To carry on with what Tim was saying, there's a big gap between the level of automation that's available for the server environment versus the network environment.  So things like Virtual Centre and vSphere from VMWare, they've done a fantastic job.  It was mentioned before that the amount of work you can get from a single server admin has gone up dramatically, the number of servers per admin.  And the tools available -- if I want a new instance of a machine from bare metal to an OS and an application, type a few keys and it's there.  If I want five more of them, type a few more keys it's there.  And if I want to move them a very short distance within a VLAN, I can do that.  
But if I really want to think about moving things from a private cloud to a public cloud or across public clouds or across my own datacentres, it doesn't work because now I have to touch the network and the level of automation of the network is virtually non-existent today.  We're still managing networks today the way we did ten years ago.  
And it's wonderful to be able to move workloads from here to here in a moment.  But if it takes a week to reconfigure the network it's not very helpful.  You can't do disaster recovery that way.  You can't do [heat bursting] to take advantage of sudden demand that way.  
And that's the kind of dirty little secret about cloud computing or even private clouds today is the only advantages we can get today is to consolidate more workloads on to fewer servers, get CapEx lower, get better utilisation, drop our hardware costs, drop power and space.  But we're not getting the advantages of the flexibility, the strategic advantages of virtualisation and ultimately cloud computing.  
And actually it's the network that's the bottleneck today.  And it's not -- no one talks about the network.  All the action has been in servers and VMWare and hypervisor and all that great stuff and this kind of dumb boring plumbing called the network is the thing that's the real problem today and will very much be the problem.  
And especially in the area that's not talked a lot about it is standards because the way a lot of things are going today with different vendors in the network, it's like in Russia early on when they built the railroads.  They actually used to have to change the width of the wheels to go from one section of track to the other because the tracks weren't the same width.  And that's where we might be going in the area of the network right now.

Angus Robertson

I agree with what Tim and Richard have said.  From Spirent's perspective we're being pushed very hard by our top manufacturing customers, like HP and Juniper and we've developed and launched fibre channels over Ethernet, 40 gig, 100 gig and we're selling sizes of [inaudible] and this is all being tested by these big manufacturers right now.  But we're still in that 1.0 phase.  We haven't seen the 2.0 although we're moving very, very quickly in that direction.

Eric Haïssaguerre
And basically I agree.  So even though I said I was from Orange Business Services.  So [inaudible] later I would be happy to provide an integrated ICT provider perspective to this.  

Tim Dillon

If there's a plug in this I'm going to throw a minty at you.

Richard Kagan

There are certainly some global service providers that are pushing and having some success with both network based and non-network based managed services in clouds.

Jay Mellman

I think just to add to this, the network has evolved over years by ignoring manageability.  I'll state it as bluntly as that.  Manageability has been seen as a third party software issue primarily.  And there are some very good tools out there.  
But part of the challenge in taking advantage of any kind of converged technology which is what virtualisation really is all about, there are others as well, is that the management of that has to get ahead of it, because you can't -- I've heard customers say if I can't manage it I'm not deploying it.  
And that's in a sense where we are with this is that until you have manageability around the interaction of these pieces together like Richard was talking about, the ability to actually think about the network is part of what's required when you're thinking about offering an application workload, until that happens it's just sitting there on the -- we'll get to it in Phase 3 of the plan.  I think that is one of the advantages that I hope you heard in what we're doing at HP is we have an entire software organisation that is dedicated to this problem at an IT level.  And the innovation that we have to bring is how do we link network capabilities into those sorts of things, the same problem that Infoblox has.  How do we link these disparate views of IT into a common view that works for our customer or partner?
Richard Kagan

I think the problem is even a little bit worse Jay than you suggested.  Anybody know what the number one network management tool in the world is today, the number one piece of software?  It's Microsoft Excel.  It's the number one network management tool in the world.  That is how most organisations other than our customers of course, are managing basic things like their IP address base, or their basic core network services.  These kinds of things have not been automated.

And in a way the recent GFC, the global financial crisis has actually been a big help for our business because things that have been done manually -- because there was a little bit of extra labour in the IT department things were able to be done using people because the people were there.  But as budgets were cut or flattened in IT personnel, all of a sudden there wasn't the ability to do these things manually.  And we've seen a lot of organisations start to automate their network in many, many different areas, in order to address this issue.  
But it is going to be a constraint on getting the value of powerful technologies like virtualisation.

Tim Dillon

And it's interesting that automation if you like particularly in an virtualised environment brings in problems also on the testing and the assessment.  It's very hard to then run that and virtualise.  And Angus you've been doing some stuff in there from Spirent's perspective.  How does that work? 
Angus Robertson
Absolutely.  Essentially when you're talking datacentre conversion and virtualisation which is generally what Spirent, how Spirent looks at the cloud, enterprises are looking at and datacentres are looking at how they can get more for less.  Much higher utilisation on their networks and on their servers so moving form a 20% model to maybe 80% models to save on power, to save on other costs.  
So when you do this as Richard was talking you put significant pressure on the network and you put a lot of risk on the end customer user experience.  So how do you validate that?  How do you make sure that when you move to this dramatically different model, that you can still ensure that end user experience?  
And that's where Spirent's end to end solution comes into play.  We've actually virtualised our test server, our test equipment so we have our physical test equipment that connects directly into the routers and switches and servers.  Then we've also virtualised our test equipment so we can actually run those testers on VMWare and test within the cloud as well and provide the end to end view of the user experience, when the network is under that level of stress.
Tim Dillon

Apparently gentlemen we have a question from Manek.

Manek Dubash

We have a question from [Liu Peng Fi] from Telecom Technology in China, who asks how do you intend to address the problem of security that virtualisation brings in the datacentre?
Richard Kagan

There are several ways that it needs to be addressed.  Today the way security is addressed in virtualisation is basically by keeping all workloads within a common VLAN.  And that's viewed as the way that we segment one set of applications and workloads and the data from another.  That very, very quickly becomes a bottleneck.  There are only about 4,000 that you can have on any network, and a company like Orange is going to run out of those very, very quickly.  So relying on the way -- well, we hope.  So relying on that as a way to do virtualisation security is not going to work.  
So what we have to have is an entirely new set, in some cases of standards and protocols and tools to manage them that can dynamically manipulate things like Layer 3 forwarding rules, load balancer rules, firewall rules etc and to manipulate these as dynamically as we can manipulate the virtual machines.

Jay Mellman

I think the problem gets even harder because we're talking about the security of the network but we're also talking about the security between workloads.  So when you open this up to users, you have the issue of malware, [which I] brought up, you have  the issue of firewalling.  You have all of these issues but then it just explodes in terms of how do I deal with these problems between virtual machines, between virtual workloads.  
And so the problem and Richard hits on one of it is how do we this, how do we protect virtual workloads as well as isolate them in a world where we've got an explosion of them, without basically taking the management problem and creating an exponential problem.  And that's really the challenge right.  Because we don't want to replicate what we're doing physically with the firewalls in every virtual environment because then we'll be spending all of our efforts on processing for security rather than the other.  
So it's a combination of how do you create this isolation and how do you create this protection knowing that you're in this highly virtualised space rather than a physical space.  It goes far beyond just taking isolation and forwarding rules.  It's the whole model by which we now have to think about protecting not only the apps but the data in a new way.  
So it's -- we're early days on this because today like Richard said, people have used physical or traditional ways to isolate and protect which are now hitting the wall. 
Angus Robertson

It's pretty exciting.  We're not just talking about virtual machines any more.  We're looking at virtual routers, virtual firewalls and between these virtual machines.  So then of course as Jay was saying you have to look at the processing concerns and requirements.  But again testing can come into play because if McAfee releases a new virus scanning capability, Spirent releases a new [TAC] so that within the virtual environment we can send the [TACs] and stress those virtual IDS or IPS equipment virtually.

Tim Dillon

I think we have a question.

Uday Pai - India Telecom News

I'm Uday from India Telecom News.  From an infrastructure perspective what are vendors doing in bringing in datacentre transformation?  

Tim Dillon

I think that's a question of -- Jay, can you do the HP datacentre transformation picture in approximately 30 seconds or less?

Jay Mellman

I think that the approach that we're taking is that there will be a transformation of the datacentre and it will be built on converged infrastructure.  The challenge for customers is that it is not all or anything.  And when you look at a lot of vendors out there they're saying we're all going to this fully virtualised world and everything is going to be happy and we're all going to be done.  And you've already heard and seen statistics that say that's not the case.  
The other issue is that when we talk about the kinds of workloads, not only applications, there are applications that are going to be virtualisable and then there are a lot of applications that are not and will not for a long time.  We constantly are talking to customers about Oracle, SAP and Microsoft applications which are the lion's share of what drives most customer environments.  Those are not going to be virtualised any time soon.  So when we look at -- that's one level.  
Then you look at the access that people want to have and we saw some things Tim has up there about client virtualisation, things like virtual desktops, which is one way of creating a cloud service environment, creating a linked -- basically a heavy security access environment where I want to make sure that I've completely authenticated and validated everything before I let people in.  
Now you're looking at the 3x3x3 matrices what's critical about it is to build an infrastructure at the physical level that can support all of those moving forward, but recognise that you're not going to see convergence around a single model for anyone in our lifetime because the software won't be there, the rules of operating won't be there, the capabilities just won't be there.  So we need to be able to recognise that there's still going to have to be different operating models within that converged infrastructure.  
Now do we believe that we have the [inaudible] at HP.  Yes. You're seeing convergence around blade systems, you're seeing convergence around virtual storage, you're seeing the networking being brought together with the idea that at some level we can create consistency and a standard approach that then has to be applied to the given problem that you're trying to solve.  And within a given organisation there are going to be multiple ones for a very, very long time.
Richard Kagan

I'd also like to answer that question but also really answer it with another question, which is what is datacentre transformation really mean?  How do you know if you have a transformed datacentre?  And I think it's based on the questions that you can ask about it.  Does that datacentre allow me to dynamically increase and decrease my capacity on demand?  Does it allow me to do that not only within a single datacentre but across datacentres within my own environment?  Does it allow me to take advantage of capacity or lower costs that may be available from a cloud provider and do that in the time of a business window?  
And if it's not doing that I would claim it is not really a transformed datacentre.  It may be a re-architected datacentre, it may be a bunch of interesting new technology but it's not going to transform anything in a fundamental way.  The truly transformed datacentre is going to allow new business opportunities for disaster recovery, changing fundamental cost.  

And I would just say that some of the things, I went to the Inter-Op show in Las Vegas about a month ago and I was very concerned with what I was seeing because there's a great deal of talk among all the different networking vendors today about all the things they're doing to transform the datacentre.  And most of them have the servers and the network and all the pieces in the storage.  But I heard very, very little talk about how all of those things are going to work seamlessly together and how I'm going to be able to move things from a fundamentally Cisco datacentre to a HP datacentre to an IBM datacentre.  
I've seen the least concern with real standardisation around these issues in networking as I've ever seen in 25 years of networking.  And I think it's a big question that needs to be thought about.

Tim Dillon

Gentlemen, I think we have one more question.

David Heath - iTWire

It's David Heath from iTWire.  We've heard a lot about all the problems with virtualisation.  We've heard about the management costs.  So who exactly should be virtualising now and why?

Richard Kagan
It's a great point.  And I think one of the problems is that we always tend to overestimate the impact of things in the short term and underestimate their impact in the long term.  In the short term there's a lot more expectation and hype around virtualisation and cloud than it delivers.  In the long term the change will be much more dramatic than I think people are even thinking about today, because we run networks and IT today the way businesses used to run, completely vertically integrated.  It's the equivalent of taking rocks and metals in one end and producing cars out the other end.  That's how most IT shops work today.  
The successful companies in the world today have broken apart their supply chains and they're faster, more flexible, get better cost performance by dis-intermediating their supply chains, doing things just in time and getting best of breed.  And the organisations that architect their IT to do that are going to be the winners and those that don't figure out how to do that are going to have levels of cost and problems in flexibility that will become them completely non-competitive over time.

Tim Dillon

I would have to say ladies and gentlemen we need a [hard stop].  I would like to show your appreciation for Jay, Angus and Richard.  And thank you very much.
[End]
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