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(Inaudible) very familiar to all of you.  Final session of the day.  Some people have been here all week.

And, actually, for the three people on the panel who've been here for five days on sessions and panels, so I think just to really round it off for them we should keep them here for another hour and a half with lots of questions.

Is that right, Amir?  That's what we discussed before we started.  So we have 30 minutes.  I would like to step through this fairly quickly, given that everybody's under deadlines and things and places to [do].

What are we going to do?  I'm going to give you a very different view.  This is not a technology presentation.  This is a business presentation.

And in my view it is a reason why the vendor community and some of the service providers have their pricing and customer engagement models wrong.

And unless they adapt their business processes they will find it increasingly difficult under certain circumstances to win business.

So we're going to talk about a few things but, effectively, we're going to start with the economic situation and what that means for technology and how organisations adapt to it.

So, some headlines, step through them very quickly.  All three of those headlines would suggest to you that the GFC has passed, that the Asia Pacific landscape has picked up and that GDP forecasts are very strong.

And that there is demand for employment which is dropping - obviously, the unemployment levels.  Now the dirty little secret behind all of this is that this is a head in the sand right now.

Whereas, organisations are desperately trying to work out what's going to happen for the next 12 months.  So there is a belief right now that things may have eased.  There is also a massive concern.

And if you look at what's happened over the last couple of days with some of the Asia Pacific markets, the situation is actually going to tank again and we will be back into another recession.

And if you put that into context of what this means from a line of business and a CIO perspective, these are numbers drawn from Asia Pacific-wide research.

Effectively, all I want you to do when you look at this is think, right, organisations at this point in time are struggling to work out what's going to happen for the next 12 months.

That is putting, or exacerbating the pressure on their organisations in how they deal with technology to support the business.  That's all I want you to think of on that slide.

The problem is right now that the line of business - this is sales leads, account managers, product marketing, the operational part of the business - is forcing IT to react more quickly.

The problem that IT has right now is that budgets have been stripped.  CapEx is a very nasty word and you cannot go in with a lot of heavy capital expenditure right now.

So the IT side of the business, and I include comms within that, is being pushed to do more - no surprise here.  So we went to organisations in Asia Pacific and said, ok, tell us, please, your business and IT priorities.

So what are the top of mind things, the top 10 that are important to your organisations in Asia Pacific?  What are you trying to do?  So this was what they told us.  This was their top 10.

That in previous years, number one, would have been cost reduction.  It's no longer cost reduction.  It's effectively cash and cost management neatly wrapped up to be liquidity management.

How do I manage my cash flow?  How do I exploit my business environment to conserve cash and drive cash?    So that's a big one.  There are some others up there.

And I do apologise, on the screen that looks absolutely appalling.  At midnight it looks quite good in front of you on a computer.

A couple of other things.  Business process optimisation and automation very important.  Customers - customers are up there too.  Gain share of wallet - how do I squeeze more out of my current customer base?

How can I milk them?  How can I adapt my services better?  How can I expand into new markets?  How can I drive the business and support the business with either better ARPUs, if you like, or more customers, or both?

So they're fundamentally important to some of these things.  Keeping your customers is also quite good - you need to hang onto them.  So there is some of the line of business priorities.

I don't think there's anything surprising in there.  But it's shifted a little bit and there is a concern right now, because of the GFC and what it'll mean for the next 12 months.

So from an IT perspective, from the CIO perspective, you have this problem.  The simple fact of the matter is, as a CIO, I don't have a big budget to support my customer retention, my customer satisfaction and all those other things that I want to do.

Expand geographically, move into new products and markets and all that good stuff.  I don't have the CapEx to do it.  

So the only way I'm going to get some of these things through Board level approval is to start them tying them back into business-based KPIs.

So what do I mean by that - business-based KPIs?  I'll give you an example of an airline in Australia.  One of its three priorities is customer satisfaction.

It has airline check-in desks.  You know, you walk up to the terminal, you check in automatically - we all do it.  They have a service provider agreement for the organisation to support those check-in desks.

In past years it would have been network availability, five nines, 99999, support those terminals five nines uptime.  That's not part of the arrangement.

The arrangement is I will have 20 terminals in the check-in area, 19 at any one point in time will be live and the process for me to check in should take less than a certain amount of seconds, to go there is my membership card, there is my ticket, because they are gearing their business operation around customer satisfaction levels.

So the way some of these things get pushed through on the IT side is to take an ICT initiative and tie it back into a business-based outcome.  So that's what I'm referring to there.

Otherwise you are not going to get the CapEx to do what you need to do.  And then what do organisations look for when they're looking at those business-based outcomes?

That shows you various country markets across AP - Singapore down to Australia sort of stuff.  There are a few things in there.

You can see, I you can read it, the price and cost savings, but profitability.  There are areas in there that are not necessarily technology - business process improvement, direct impact on revenue.

So this are business-based KPIs.  So the organisations are now tying the technology to the business very explicitly across the region.  Where are they going to go?  These are some of the technologies they've told us are important.

Cloud - I think everybody's heard enough about Cloud - we've talked about it for five days straight.  Apart from Camille's presentation which was fantastic!

But, nonetheless, Cloud is a big part of an organisation's roadmap, as is virtualisation.  So I want you to keep that in the back of your head because this is important. And this why the IT industry has it wrong.

Because if you look at these profiles this would suggest that this is a typical composition of how organisations buy from their vendors.  So you have the hardware, the IT spending services and managed services.

And if I look over here at my IT spending the majority of that is on hardware, there's a little bit up there on services and a little bit on software.  That's how an organisation buys its IT services right now.

Don't worry so much about the percentage - just think of it in terms of where the money goes.

If you think about Cloud and virtualisation, which is really, from a pricing model particularly for Cloud, not so much virtualisation, a user-pays then this isn't relevant to an organisation any more.

What happens is that the profile changes and you get something like this.  So this is why we think the vendors of technology need to look at how they're starting to pitch and price and engage with their customers.

Because the pricing model is going to change to something that's comprised of a usage-based component.  We forecast about 35%.

But a third, give or take, of my contract with NetEvents, where I buy services from NetEvents, a third of that will be usage-based - what I take I pay for.

There will be 50% of that contract comprised of a yearly agreement with NetEvents where it's a fixed amount.  And then over the top there is a move.

And most enterprises that we have spoken to across AP say "this is what we want", to build in these business-based outcomes.

So unless NetEvents are going to drive my press profile through the roof for the next six months they're not getting an extra 15 points on that contract.  And if they don't do that for me, I'm not paying them.

So there is going to be a change in the pricing models - I think this is very important.  Many, many, many organisations we speak to want the vendors to go to this.

They don't trust them either to do it.  They don't believe they can, but that's what they're saying they want.

And the impact of that - and this is my final slide - is really to suggest that if we move to a Cloud environment where there was a part of Cloud, the power no longer rests with the vendor per se.

I don't go to a vendor and say I need a data centre solution provisioned of HP blades, running on a [2gb] Ethernet pipe and it's got to be in Singapore.

What I do is go to the vendor and say "I want my hosted application to do this, with these parameters, I don't care how you do it"  You want to base the thing in Uzbekistan, put it in Uzbekistan if that's the best place for it.

I don't care.  I want this, at that price and that service level.  And that is why I think right now the enterprises are going to start forcing the vendor community to change how they work.

So, ladies and gentlemen, we've got 15 minutes.  Who's got a question?  I'm not sure where the microphone's gone.  I'd throw something down but I'd possibly you with it and that's not polite.

From the floor

(Inaudible).  When you said put your pipe in Uzbekistan, would you have -- if you put it there would you have the kind of bandwidth necessary?

Tim Dillon

Okay, I need to put that into context.  That was a slightly facetious place to put the data centre.  My point is that, as a buyer of technology, I don't care how you provision your service to me.

What I'm interested in is the business outcome of the service you provide to me.  So if you want to build it this way and it suits you, and you can meet my requirements, build it that way.

If you want to build it this way, I'm not interested in how you do it.  I want this.  How you do it is up to you.

From the floor

I get your point.  I don't care how you do it as long as you do it (inaudible) the results, yes?

Tim Dillon

Yes.

From the floor

Okay, thanks.

Camille Mendler
For years we've been talking about this type of outcome-based approach.  And I think the reality is that neither the vendors, nor indeed the enterprises, or very, very few actually have any clue of how you define the contract.

And perhaps it's time for intermediaries to step in and help them do that.  I would say that companies like IBM, that's one of the main ways that they differentiate, is by creating contracts that are about business outcomes.

And it's not just about profitability from having invested in an outsourcing contract, for instance, but the outcome for the customer in terms of customer satisfaction, more than just metrics that are transactional.

But I think it would be interesting to hear can we think of other companies that have really done a good job on that.  Some of the integrators are good at that.

A lot of service providers from the teclo space are talking about this, but I think most of them, to actually achieve that type of outcome where there's a negotiated, specific business outcome that is personally negotiated per enterprise, they would need, number one, to fire their entire sales force and start again.  That's my view.

Tim Dillon

Number two, they'd need to change all their internal processes on compensating (multiple speakers).

Camille Mendler
Yes, that's right.

Tim Dillon

So let's wind it back to -- so, two questions, one for William, one for me.

The first, I suppose, if you look at some of those CIO priorities, the CapEx issue comes out a lot.  Potentially a very heavy CapEx buy for you, Amir, maybe not so much for you, William.

But how do you address concerns around "my CapEx budget is limited"?  And it's a problem, so what do you do?

William Yu

We deal with it typically with payback periods.  The models that were used in the past were typically in the three to five-year payback periods.  We've seen those come down, but now we're bringing them down to literally weeks and months.

In our case, to provide high connectivity solutions, whether it's in the campus area, campus environment, building to building connectivity, so that you have your WAN connection into the headquarters.

And you're extending that effect experience that you have at headquarters for the users to all the other locations within the enterprise.

Or the service provider model, the WAN provider, bring in that bandwidth into the building very rapidly at a very high speed into every building in a very low-cost manner.

Technology has come down to the point that the payback periods are now very, very short, so that has changed the equation.

Tim Dillon

And it would also look far more attractive than a [5gb], I would imagine.  Yes, quite good.

Amir Zoufonoun

Coming from [real comm] play is a little bit different.  Typically, whenever there is crisis real comm. is the first (inaudible) a company looks to.

So the fact that now the IT or the CIO is responsible to implement or deploy this, but usually the decision comes from the CEO or the CFO.  And you hear right, when there on a economic downturn a lot of CapEx spending pretty much got put on hold.

What actually did spend was actually video comms and equipment.  They look into basically buying equipment, investing in equipment that actually helps them to reduce cost.

That is reduced cost travel, increase productivity, a better reach to their customer, a broader reach in the market.  And so from a vendor perspective there is also ROI calculators out there.

Basically to help companies to figure out investing in such technology what is the saving, then they look at what is the upside.  So there is a way actually to convince or persuade certain companies to deploy our technology.

Tim Dillon

Unless Camille is flirting with me, I think she wants to have a question.

Camille Mendler
I was just going to suggest some other structured deals that we see in the market, particularly if it's involving some hardware, is that you'll see a deal that involves a blend of hardware and services.

So the CapEx is deferred or changed into OpEx.  So you might have to make a 20% payment upfront and then over time you make a number, if you will, staged payments which might defer the transfer of the asset over a period of time.

And you might also commit to a certain number of professional and managed services to the contract term in terms of the lock in that the vendor might be able to exert is extended as a result.

A five to seven-year term may be for infrastructure that has a shorter life cycle.  And you also might see balloon payments as well.  You might do a series of small payments over a period of time and then one larger payment.

And that makes managing the liquidity, which is a really great point that you drew out, Tim, in your presentation, a lot easier in the market.

Amir Zoufonoun

Okay, I'd just add to that point.  When (inaudible) calls in video, which I just started a couple of months ago, the technology [is you've all] seen in the demonstration, is the fact that it's no longer really delivering hardware to these locations to do video [comm. sync].

The fact that we can push software to devices like pretty much everyone in this room has - a laptop - and so they are service providers that we work with, basically, on a subscription base where they can push the software and use it on a period of time.

And so that actually helps on the CapEx spending.  In fact, it's not CapEx.  It's become OpEx.

Camille Mendler
We're going back to the past because when I was a child we used to rent our television and our VCR under what's known as a hire purchase agreement, and I think we're doing that again aren't we?

Tim Dillon

Was it black and white or colour?

Camille Mendler
I'm not that old, Tim.  It was colour.

Tim Dillon

Do we have any questions?

From the floor

When you say you bought your VCR under hire purchase, how do you qualify that as a rent?  Hire purchase is not rent - it's like a hire purchase.

Would you be more thinking about some of these packages where people sell you a phone real cheap, it's heavily subsidised and then they bind you to a two-year contract where they earn back on your services, something like that?

Camille Mendler
You're mixing several things up.  One, some phones are subsidised (multiple speakers).  But what we're talking about here is, is the asset yours or is it not yours.

And in a business context is it on your balance sheet and is the financing on or off your balance sheet.  Is it a finance lease or an operations lease?  

Quite different in treatment and tax treatment, and implications for liquidity, and the ability to borrow in other parts of your business and raise equity.

From the floor

So would you say hire purchase is -- how would that figure in tax terms because I'm really bad at these things?

Camille Mendler
There, we get into details that change by country actually.  Whether you can capitalise something or not as an asset on your balance sheet - there are all sorts of different ways of treating that.

From the floor

Okay, thanks.

Tim Dillon

Okay, two last questions, I think.  William, to cover your comment about "becomes an OpEx [spend]", can you see the video [contra] things approach that you guys have with the software base?  Do you think that's suitable for Cloud?

William Yu

Yes, definitely.  We are working in Cloud already.  The question is how you define the Cloud.

Camille Mendler
Please, let's not start that again.

William Yu

Okay.  So (inaudible) the Cloud service type, definitely.  We work and carry on that.  It's a different business model.

The main thing about it is that the SME market, [video housing] in SME in Asia is a Greenfield, and I think a lot of it had to do with barrier entry in terms of cost.

And I think the way that we approach this with this subscription base I think will open up to a lot of SME opportunities.

From the floor

As we move forward what does the panel think in terms of the customer relationship technology and the ability to implement the technology as it relates to the enterprise?  What's going to be more important?

Or what should be prioritised in terms of serving the enterprise market?

Camille Mendler
You mean in terms of asset if you were a vendor?  Is that what you're talking about, a service provider?

From the floor

Right.  So on Tim's slides we saw the service providers, the system integrators and the vendors themselves.  In terms of looking at the enterprise and successfully deploying some of these new technologies, what should be the focus areas?

What matters for the enterprise in terms of owning the customer relationship or implementing the technology successfully, or the technology itself for these vendors and system integrators?

Does the panel have any thoughts or recommendations on where the priority should be?

Camille Mendler
I do, actually.  A couple of things.  One, if your on the service provider side, getting the money through the door is the most important thing - time to revenue.

And so that has lots of implications in terms of the order entry, order management and service provisioning.  And the customer is equally fine for that, equally important that being in place as swiftly as possible as an order is taken.

The customer wants to be able to change, maybe to monitor what's happening and wants to be able to change services at will, so that's important too.

So I think investment needs to go into things like portals.  More self service - I think that's another trend in the industry.  And those areas are actually quite expensive and need to be prioritised.

Tim Dillon

Alright, final question.  Amir, for you, in terms of speed to market, particularly when you talk about the microwave solutions that you have, that is very quick to deploy.

Can you give me the best compelling example you've seen of where the microwave technology is being pushed out so fast in terms of response to an organisation's need to expand their services?  

What's the best case you've seen?  From your microwave capabilities, your deployment, you can do it very quickly.  What's the best example of that in terms of an organisation saying "we need this connectivity here for this reason, our business requires it".

Can you give me the best one?

Amir Zoufonoun

Sure.  Actually, there is a very good example.  A railroad in the United States called Burlington Northern - it's a large enterprise - the second largest railroad in the United States.  It was just purchased by [Ward Buffett] for about $40b.

So that's the kind of scale we're talking about.  Extremely advanced in IT technologies.  It's one of the most advanced we've seen in our customer base.

They decided they want to use microwave to very quickly upgrade their network of more than 1,000 nodes.  And this became a very, very hot project overnight.

Once they figured out that they can do this, from the CEO level all the way down they got buying in very rapidly and they were able to implement and upgrade their network.

They had these very old, outdated systems that were voice based primarily, very little data.  They suddenly upgraded to IP.  They have hundreds of megabits of bandwidth across network.

They're doing MPLS, they're doing all kinds of advanced things right now, because every minute, every second actually counts in their network in terms of accuracy or trains and going to the right location.

Being there for the right time, for the right reason, all sorts of things that they have to do in their businesses.  So this is a very recent example of how microwave can, in fact, accelerate and actually reduce the cost of implementation quite a bit.

The cost would have been enormous to do it any other way.

Tim Dillon

Excellent, thank you.  Ladies and gentlemen, all that is left for me to do is to thank you for your patience and your attention.  It has been a long two days, I'm sure, in terms of processing a lot of this information.

So I thank you very much for your willingness to participate right to the end.  If you could please thank Camille, Amir and William, they have been hammering away at this for five days.

And this is the last one they've done.  So a very big round of appreciation.  Thank you very much, guys.  It's been very long.  [Manni] all yours.

Manek Dubash

Thank you, Tim.  Excellent job, as usual, well done.  So that is the end.  Thank you very much for coming.  I have some announcements, but first I'd like to say thanks very much to all the panellists.

To the analysts for giving the time and giving the presentations, putting things together.  We've had a couple of fascinating keynote speeches from Jay Mellman and from Ofer Shapiro, so I hope we've learned a lot from that.

We've broadcast the event live over the Internet in several languages - that's a first.  And I think we've had a good time.  I think it's been one of the best NetEvents.

And it's also the 14 year anniversary of NetEvents.  So we've had a pretty good show, I think.  Anybody got any questions on that?  Good!  Okay, that's it.  That's the end.  Thank you very much.

Now three announcements.  First of all, content.  The content is available on USB sticks probably in that box there, certainly out by the desks somewhere anyway.  So if you want the presentations they are available on USB sticks.

Secondly, news stories.  Quite a few news stories have been written as a consequence of things that people have said at this event.  If you'd like to have your links put on NetEvents.org, that's the NetEvents website,

which would, obviously, help to increase the traffic, so I suggest it might be a good thing to do, then would you please forward the links to your news story to judyp@netevents.org and she will post them on the website.

And, finally, we're all flying home somewhere this evening.  There is a bus leaving at something like 8.20 this evening from the hotel and everybody's name is on it.

So if you don't want to go please cross your name off.  The list is outside by the desk.  That's it.  Apologies, did I not say that.  It's going to the airport because you're flying home.

We've got another draw have we?  We have another draw for the press.  The top prize is a mystic knot.  And the winner is from One World Solutions.

It doesn't say Charles anywhere.  Do we believe him?  Do we?  What do you think?  Okay, hands up if you believe him.  Okay.  Congratulations on your mystic knot.

Is there another mystic knot?  A smaller mystic knot.  And the winner is Yen Dung at the Saigon Times.  Congratulations.  Okay, well done you.  And I think that really is the end - I'm getting no more signals.

Apart from to remind you of the next summit coming up.  I'm doing such a good job at this, aren't I?  Istanbul in September, the next press and analysts' summit, that's going to be fun.  We've got Beijing in October.

Miami - that's the South American press are going to be flown up to Miami.  And there was one after that but it's gone.  So now it remains only for me to say thank you very much.  My name is Manek Dubash.  I hope you've enjoyed NetEvents.  See you next time.  Bye bye.
[End]
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