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Uday Pai - India Telecom News

My name is Uday Pai.  I'm from India Telecom News.  See HP's total turnover in networking is a tiny part of your turnover which is -- I think last quarter it was $31 billion something; maybe less than 1%.  Less than 1% of your total turnover is contributed from the networking, right?

Jay Mellman

Today.

Uday Pai

Yes.  Then we know that 3Com has very strong tie-up with China, right.  Okay.  So the majority of your business is coming from US and Canada.  So with your acquisition, don't you think the major chunk, or government orders kind of thing, from US and Canada they'll think twice before placing orders, citing security reasons.  Don't you think that?  Is there any synergy in this?

Jay Mellman

So I assume people understand the question, which is that the majority of the 3Com business is in China and yet most of the purchase --

Uday Pai

I said tie-up.  3Com has strong tie-up with China.

Jay Mellman

Yes strong -- right.  And the technology is, the enterprise technology is coming from China and a lot of the purchasing is done in the US.  Is there any concern about basing highly secure environments on Chinese technology?  Is that a fair assessment?

Uday Pai

Yes.

Jay Mellman

So first of all the answer is much manufacturing globally is done in China already.  Whether it's owned by Chinese companies, US companies, European companies, much manufacturing is done in Asia and has always been done.  So US companies -- US government, Canadian government, we're well aware of the issues and the standards that we have to meet in order to be able to sell in those environments. So there's an acceptance level there that may not have been there ten years ago.

The second point I'd make is that HP's quite aware of what it takes to sell in the rest of the world and create products that can be accepted, not just in the US, but products that are created in Europe to be able to be sold in Asia, products crafted in the US to be sold overseas.  And there are different security standards.  There are different quality standards that different countries employ.  There are different standards around power and cooling utilization that are being employed.  And I can't think of a company in the world better prepared to take this on than HP.  So we're well aware of these issues.  Part of it is, while the enterprise networking products, many of them, are coming from China, the Tipping Point products are coming from an organization in Austin Texas.  So from the security point of view, that's more of a home-grown capability.  But fundamentally it's about how HP goes to market.  And we are set up not only to deal with those specific markets but also, because we sell to multinational organizations that expect a level of consistency and a level of security, we took that into account when making the acquisition.  

Manek Dubash

Does that answer your question?

Uday Pai

What's your immediate projection after a time, because -- from this 1% of total turnover what would be your immediate projections?

Jay Mellman

So, we don't make public statements about revenue within specific product lines, but let me tell you that part of the reason why this has the -- that this acquisition was viewed not only as approved by the Board, but highly encouraged by the Board, by Mark Hurd and by the rest of the executives, was that it is a tremendous business opportunity for HP.  And I think that you're going to see, by the amount of resource and the number of times you see senior executives talking about HP networking and about converged infrastructure, you're going to see that turnover grow rapidly.

Uday Pai

Thank you.

Manek Dubash

Tim Dillon

Tim Dillon - IDC

Jay, Tim Dillon from IDC.  Very curious as to what you're doing to reassure the channel which are a little bit nervous about the square up between HP and Cisco?

Jay Mellman

So the good thing is it's hard to find a -- so the question is what are we doing to reassure the channel because there's a lot of conflict and a lot of publicity around the conflict between Cisco and HP.  First of all, if you look at vendors and how they're viewed by the channel, HP is generally viewed as one of the best if not the best partners to work with from a channel perspective.  We make sure that not only do they have the training and enablement and support to do that, but we make sure that their business model works so that everyone in that chain can actually share in the benefit of working with customers.  So that's number one.  

Number two is we recognize that this is a huge disruption.  And the disruption is not so much on the HP side but really on the Cisco side because Cisco did a tremendous job building out its channel program over the last 20 years.  It's one of the assets, coming from ex-Cisco it's one of the amazing things that I saw there.  But fundamentally the challenge for Cisco is how to grow and not take business from their channel.  And we hear time and time again that the channel is feeling squeezed.  And so we're working very aggressively and collaboratively to figure out ways to create a business model that works for some of these channel partners.  It doesn't mean that they're all going to come and work with us at the expense of their relationships with Cisco.  But we think that there's huge value.

The other way that we're doing that is it's not simply how many points do we give on a networking deal.  It's about how do we enlarge the pie.  And with converged infrastructure and the opportunity to create solutions to bridge a particular silo into other arenas, I would recommend talking to some of the channel partners, who are seeing that as a way to grow their business, not have to worry about how do I maintain my share of a shrinking pie?  So those will be the ways that I would look at that.

Manek Dubash 

Any more questions?

Sean Mitchell - Telecommunications Review

My name is Sean Mitchell from Telecommunications Review in New Zealand.  I wanted to ask, I've been to China with H3C and one of the things that they talked about a lot was the cost of engineering in comparison to, maybe, San Francisco based engineers.  And I guess, will there be US engineers losing their jobs as part of this and that sort of engineering heading more to China where you can, maybe, get two or three engineers for the same price.

Jay Mellman

The short answer is no.  As part of the development of the synergies there was not wholesale loss of positions in the US.  In fact if we look at it, yes, we can get tremendous synergies out of China, but enterprise networking is a very complex -- networking is a very complex environment.  And the fact that we're maintaining our E family and our V family primarily on the basis on engineers in the US; the S family you know is based on expertise in Texas; w e also have engineers in other parts of the world, we think there's huge value in keeping that synergy.  Now, that said, the fact that we have nearly 2,500 very capable engineers in Hangzhou is a huge advantage for HP and a huge advantage for the networking business.  So in terms of the future growth, we'll just have to see where do we see the pressure points and where do we think we'll get the leverage.

Sean Mitchell

One other thing, H3C was a big player in CCTV and was quite strong on that front.  What about all the other H3C products.  Will you be bringing those global?

Jay Mellman

Let me see if I can break down a couple of them.  There are certainly areas of the H3C portfolio that will be maintained in China and will not necessarily be marketed rest of the world.  Right?  CCTV may be an example, because the idea of building an entire business around that when you're selling to different people and you're selling a different kind of application may not be where HP wants to put its expertise.  But it's certainly something that we will continue for now in China.

Another good example is voice where 3Com and H3C have a voice portfolio.  And we are bringing that to market, but we're doing it in concert with our partnering strategy.  So that as we look at unified communications and we look at enterprise, the strategy may likely be around partnering.  But as we get into smaller environments, then we may actually use the VCX portfolio, the voice portfolio, as a way to satisfy those needs and stimulate customers to move.  The advantage also is that there are pieces between what some of the partners offer and what we can take from the H3C portfolio that actually merge very well together.  So we're actually having to be very deliberate about how we look at these areas that they're in. Video surveillance is another example where H3C has a business around that, and we have to make a decision on a basis of that area, do we want to market that rest of the world or not?

Manek Dubash

Okay, thank you.  We have time, I think, for one more question.  Angus.

Angus Robertson - Spirent Communications

Angus from Spirent.  IBM Global Services has traditionally been relatively open about using products outside of the IBM family depending on customer requirements.  Will HP Enterprise Services follow a similar model or focus more on HP specific solutions?

Jay Mellman

It's a very good question.  Certainly to maintain the business that we have, Enterprise Services will maintain objectivity.  So part of that business is based on doing what a customer wants.  The advantage that we have is that when a customer is open to a recommendation, we will have deep expertise in HP networking that we can bring to bear.  So to the extent that it makes a better solution, we'll present that to a customer.  But in the end, consulting organizations make their business by being more objective.  And we have to do that.  If we're just viewed as an integration arm for HP, I can guarantee you that over time that may not be as successful as being able to be a true technology consultant or business consultant.  So I think you're going to see some of that tension.  And as we move forward the more value we're able to show with the HP networking solutions, I think you'll see customers wanting to move in that direction, because in the end a lot of these customers don't have an issue on their technology.  They just want it to work.  They want it to work at the lowest cost and the highest levels of availability they can get.  And if we can deliver that better using our solutions, then customers are going to be thrilled.

Manek Dubash

Okay.  Unless there are any more burning questions -- there is one more.  Just one more.

Sanjeev Kumar - Orange Business Services

My name is Sanjeev Kumar from Orange Business Services.  We have seen HP in the past acquiring many companies, but the product integration and the rollout and supply chain and other stuff is still not completely integrated.  But by now, having 3Com and Tipping Point in the product family, how actually -- what is the value customer gets and what is the risk we're talking about?  Because today when you order two things from HP, a Compaq product or a HP product, we get different times shipped, different times, different set of people managed and so on and so forth.

Jay Mellman

That's an interesting problem.  I think that what I would say is that it's a huge business priority from HP to improve the way that we're able to deal with our supply chain and our customers.  I think that's a huge problem for any globally integrated company today because you'd have the same problem if you were buying from different companies.  They'd all show up differently; they'd be on the loading docks at different times.  And unfortunately your relationship with your customers depends on having it all there at a given point of time to take to a customer.  So I think that the advantage that we have is that we recognize that issue.  

In terms of the networking, part of the acquisition was to make sure that everything could be globally available as soon after acquisition as possible.  And our Customer Availability Day is coming up very shortly, it's June 1.  Every product that was available from 3Com, H3C and Tipping Point, that was available from them, will be available globally June 1.  So we're very aware of that need to be able to do that.  And what I'd say is that if you have feedback for us that we can improve that, let us know because we'll take that back.  But we have the entire organization, from supply chain all the way to our global account management, focused on making sure that we can make it easier to do business with HP.

Manek Dubash

Okay Jay, thank you very much.  There will be plenty of opportunities to get hold of Jay I think.

Jay Mellman

Absolutely.  Please corner me during the rest of the time.  I'm happy to have one on one conversations.  And again thank you very much for the opportunity to present to you this morning.  We're very excited and we hope that you'll find your readers and customers excited as well.

Manek Dubash

Jay Mellman, thank you very much.

[End]

Singapore, 20-21 May 2010
1
Singapore, 20-21 May 2010
6

