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The common feedback I've heard is that it's difficult to make money, it's almost 

impossible to scale.  There's so many competitors out there.  It's extraordinarily 

expensive to build out data centres and so on.  Well, the good news is that we are just 

right at the beginning of a growth trajectory in cloud. 

You saw IDC's survey yesterday, something like 60% of enterprises in this part of the 

world have at least two clouds, so that's an extraordinary number.  I was with IDC for 

the longest time and that number was very, very small two or three years ago.  So a lot 

of enterprises, there's a huge amount of enterprises out there interested in cloud and 

adopting cloud as well. 

Now, from a service provider standpoint, anyone from an telco integrator, an OTTP 

player, there has been a huge amount of data centre build up in this part of the world.  

If you look at some of the press releases over the last six to 12 months, IBM, Google, 

Microsoft, Amazon and so on they're building what we call onshore data centres in 

this part of the world.  They recognise the fact that data sovereignty, security, are big 

major issues among enterprises.  They are putting a lot of investments in building up 

these data centres right here in Asia serving Asian based enterprises. 
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Now, that's one part of the equation.  The other part of the equation that shows us that 

cloud is really attracting a lot of dollars is what we call VC funding from an industry 

watcher's standpoint, any analyst, we track, we follow very closely where VC dollars 

are going, because usually where VC dollars going that's where the growth is.  So if 

you look at VC funding overall internet or anything mobility usually attract the largest 

amount of VC funding in the last 12 to 24 months, second is cloud, third is big data.   

So, from cloud perspective these are some of the big announcements over the last 12 

months.  New Relic, which is a start-up in Silicone Valley, they are a big data 

analytical software service cloud provider.  So if you have two big topics, big data, 

cloud, you get a lot of VC attention, they just had $100m series B funding. 

Another good example is [Anaplan] basically they are a processing company 

challenging Excel, they got another $100m worth of funding.  So, like all start-ups 

basically if you don't get bought up, I know a few start-ups who are just sitting around 

waiting to be bought up.  I spoke to Wedge yesterday, they don't seem to exist in two 

to three years time, they think they will be bought up by someone.  If they don't go 

down that route I think the IPO route is basically the next route.   

So this is probably one of the most successful cloud IPOs in the last two or three years, 

Workday basically.  They are worth something like $18b market cap at its peak and 

they have something like $350m worth of revenue., so the multiples are humungous.  

The kind of valuation we're seeing from a cloud perspective is just huge.  So that's the 

kind of money that people are willing to pour into cloud technology start-ups and 

cloud in general. 

Now, we've talked about a lot of discussions over the last two days basically how 

conversations among cloud have changed as well.  It's very rarely a CIO discussion, it 

moves throughout the entire enterprise from a CMO, CFO, CTO and so on.  So cloud, 

the fundamentally driving push for cloud adoption for the last five years has always 

been cost optimization, it's cheaper, you save a lot of costs.  Someone mentioned 

yesterday that because of all these clouds the integration factor, the integration cost is 

so much more expensive it makes your whole cloud endeavour actually more costly 

than previously.   

So this is one good example about a cloud deployment whereby it was not entirely 

cost driven.  So, Panviva, it is actually a Verizon customer.  They are an Australian 

start-up which is a great hunting ground for cloud customers actually.  They were a 

on-premise software provider and with global aspirations of the Australian, basically 

50 of them from a headcount perspective scattered across the world.  Now, like all 

start-ups they struggle, they struggle with funding, they struggle with competing 

against more established rivals, more oil slick marketing that they have to gain up to 

and again faster than their competitors. 

Now, their challenge has always been how do I move faster than my competitors 

being a start-up as well?  So, Panviva decided to go down the cloud route in two ways 

basically.  They moved their service delivery into the cloud, so basically in the past 

they were an on-premise software provider.  Now today they are software as a service 

provider, they are leveraging a third Verizon cloud, the infrastructure basically to 
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deliver their software as a service.  The result basically they're faster, they're quicker 

deployment.  In the past it was a six month endeavour to deploy anything on-premise, 

today they can provision that in a matter of minutes, a matter of hours. 

The other benefit is basically lower cost of delivery especially for a start-up whereby 

cash flow is very important, lower cost of delivery is essential.  Now, the second way 

they're trying to leverage cloud is basically like most start-ups they're moving their 

internal infrastructure to the cloud share point and eventually all their ERP 

applications will be moved into the cloud.  Reasons for that is not cost savings, it's 

better global collaboration.  So basically the entire team globally can have that same 

document anywhere, any time, any place and as a result of that they are more 

customer centric.  So all that time they save can actually be used to service their 

customer better. 

So cloud is basically a customer centric IT, it actually allows them to be more agile, 

it's no longer a predominantly cost saving argument for a lot of enterprises in this part 

of the world.  So I think IDC showed you their growth trajectory for cloud, something 

like $15b in 2017 for Asia Pacific with Japan as well $16b that's our Ovum projection 

basically.  And these are all the countries in there, it's basically something like 22% 

growth across the region.  I don't think that there's any country in this part of the 

world that is really not experiencing anything less than double-digit growth, so that is 

the truth.  We are really right at the beginning of a huge growth trajectory for cloud 

services. 

Now, back to my original argument, despite all that growth trajectory, despite all the 

fact that's stated for the last five years that cloud is really a game for telco to lose, 

because of all the data centres up there, you have huge investments in data centres 

really, owned and network is really cloud should be a telco game.  But based on our 

market share for cloud services globally, the top 10 players here, there's not a single 

telco in the top 10 player as a cloud service provider.  The closest to the top 10 for a 

telco is T-Systems they're ranked 12
th

 or 13
th

.  But technically T-Systems is an 

integrator rather than a cloud provider.   

So that's my [segway] into the panel discussion.  I'll just let the panel introduce 

themselves before I actually start my questions.  Starting from you Chris 

Chris Rezentes 

Chris Rezentes with Verizon, I'm on the partner and product strategy team.  Thanks 

Gint Atkinson 

Gint Atkinson with KVH, I head up the network strategy and architecture team. 

Tawhid Rijwanur 

Tawhid from Grameenphone and I'm looking after the core network planning in 

Grameenphone.  Thank you. 
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Kevin Buckingham 

Good morning, Kevin Buckingham, BT Global Services, the general manager for BT 

Compute in Asia Pacific, Middle East and Africa. 

Adrian Ho 

Right, thank you gentlemen for taking this time.  I think the question I would like to 

ask I think is a great interest to a lot of telcos out there sitting on that crowd.  I've 

talked about it last five years every telco like the idea of cloud, they all want to be a 

cloud provider.  I think today the reality is quite different.  Some telcos out there have 

thrown in the towel in cloud or they have scaled down their ambitions, that is the 

reality.  Very few telcos will openly admit they're making tons of money in cloud, 

usually it's just a [sag] way to sell more stuff into their existing enterprise customers. 

So, looking back I think most of you out there I think are established cloud players, 

some of the leaders from the telco space.  So, looking back what do you think telcos 

have done wrong in the last two to three years?  Or what they should have done better 

in the last two or three years?  And what do you think they could do better, or should 

do in the next two or three years to actually appear in the top 10 ranking maybe two 

years from today. 

If we can start from Chris. 

Chris Rezentes 

Okay, that's a good question.  There's a couple of different, when we look back at the 

telco, I've been in Verizon now 18 years and some of the changes that we probably 

should have made sooner would include more of a product life-cycle management, 

organisation.  We had products out there that were just okay, let them go and there 

was nobody actually tracking the P&L and when we should be decommissioning that.  

And you look at the cloud players in the top 10 there they're producing new products 

and ideas, and solutions at 200 times the rate of a standard telco. 

So we've made the changes in Verizon now over the last two years to become more 

product focused.  There's more emphasis on IDH and new solutions, and focus on the 

customer as well.  So, the investments we see now for within Verizon are definitely 

focused on strategic locations and even strategic products.  So if there's a product out 

there that we're just not seeing as adding value to our customers it's out and we ship 

the investment to something else. 

Gint Atkinson 

So, KVH is managed services, managed network, data centre provider in APAC.  

Japan is our largest market by far and we're building – we have data centres across 

APAC and we're now building domestic networks in Hong Kong and in Singapore on 

top of our international network that goes all the way from within APAC, India, all 

the way to Japan and south all the way to Sydney.   
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So in our case we have the IT services expertise but these are under managed services.  

I think T-Systems is a good example.  They're a systems integrator.  I used to work for 

T-Mobile USA and T-Mobile International, it's still a Deutsche Telecom company.  I 

think the structure suggests that the telco parts of the business have a lot to learn about 

IT.  But I know in the KVH example we've got the IT experience and expertise, and 

we offer them as managed services that at a radically different price point and bundled 

up differently.  You're talking about weeks or months versus seconds or minutes.  But 

you're not going to get that type of specialised IT service out of a raw cloud, bare 

metal infrastructure type of environment. 

So, I think there's a lot of issues with segmentation, product positioning, product 

definition, who's doing what.  What's public cloud?  What kind of stuff goes in the 

private cloud?  But the bottom line is the customers on the other side of the wire and 

the carriers own that wire.  We see Google, we see Amazon buying dark fibre and 

they're not too excited what happens when they finally start scaling that fibre network.   

So, there's a place for the telcos where the telcos will do well.  If the telcos only utility 

is the ability to do a truck roll and fix the cable, and manage a fibre cable plant, the 

power cable plant then the telcos are in trouble.  But the telcos you're bringing into the 

panel and to this event are really different telcos.  They are playing, they're trying to 

compete with Google and with Amazon but I think they have to leverage what they 

have in terms of capabilities, CapEx intensive infrastructure and the fact that they 

have the enterprise customers, the CapEx intensive part of the future cloud.  I think 

that's what telcos have to keep their vision updated and figure out how to leverage 

their infrastructure, don't play on Amazon's and Google's terms. 

Tawhid Rijwanur 

Starting from as a general mention, what went wrong?  First thing came in my mind I 

think the long-term vision was missing for most of the telcos and they mostly move 

on from day to day, revenue basis and the business model of major telcos here.  The 

group like us, like Telenor, they have a lot of business units but the cultural 

differences are quite huge and most business units are still driven by [voice] based 

revenue.  Data is also a big part of the revenue but they're mostly providing that [bit 

pipe].  On top of this, if you really want to play with all those cloud services which 

you started already, but still it's not very big from a revenue point of view.   

So, telcos are still a bit sceptical in investing a lot and as you already mentioned, 

they've already invested a huge CapEx into their data centre.  So now moving or 

jumping into a different infrastructure where the revenue is not very much guaranteed 

is a bit risky proposition to them.  But as long as they don't have that vision, like how 

the industry is moving, and I strongly believe everybody is starting to understand that 

and they are starting to move in that, so it will happen. 

I think another big obstacle is also the regulatory part and that regulatory part like 

which data can be best where the customer data you can place outside.  You cannot 

place outside (inaudible) open cloud and that has made the overall architecture very 

complex when you really want to move into a cloud based solution because you 
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cannot have total openness in cloud.  So you can have some open cloud, some have 

hybrid cloud and some data you need to put your own data centres.  And then the 

overall traffic cases, the business architecture becomes very, very complex and 

expensive.  So I think that's a major hindrance, at least we feel from a telco point of 

view, to really move or really architect the complete cloud infrastructure. 

Also I think still telcos are suffering from some sort of legacy mentality, because they 

are sort of very good in rolling out network equipment and network infrastructure and 

Gint already mentioned like that, they're also not very much IT focused, their IT 

expertise is also not there very much.  Now I can [solve] things in my organisation 

that it's changing a lot and IT is becoming the more important aspect in the 

technological organisations and it's becoming the equal technical importance with 

network.  I think that's also the very positive direction to move towards their very 

futuristic direction and which can ultimately bring up new technology like cloud and 

others. 

Kevin Buckingham 

Hi Adrian, I think it's a really interesting question and to be honest if I was to go to 

the BT Board and say, hey guys we're going to do like Amazon, we're going to get 

£5b out of this next year, I'd probably get a position on the Board.  I think when I look 

at this it really depends on what your corporate strategy is to address your customer 

needs.  So is BT, are the telcos in a pure cloud play?  I don't believe they are and 

certainly speaking for BT.  Cloud is an essential enabler for us and I think it's an 

essential enabler for all of the telcos.  We're trying to offer solutions to our customers.  

So to have cloud services in our kit bag as a product helps us broaden those 

propositions.  It helps BT deploy for customers around the world, it is essential.   

So the go-to-market strategy I think of the telcos is uniquely different from what we 

see of Amazon web services and pure cloud players, which is probably why you don't 

have us in there.  If the telco didn't have cloud in its bag it would miss some real 

important opportunities.  Then you've got to question what the future might hold for a 

telco that doesn't have that cloud capability.  You look at the deals that the telco 

actually wins, they're networking deals.  But ultimately at the end of that network 

we've got to provide a secure environment for the customers' compute and store.   

We're moving that up a notch.  We're looking into the future and we're providing 

compute and storage elastically within that network.  We're also providing within the 

network security, we're providing [Dedos] and all that good stuff, so it's no longer on 

the end device for the customer to manage, as a telco we're managing that in the 

network which is where it should be managed.  So without having cloud services, 

virtualised services to sell I think we would start to lose market share, share of wallet 

in the actual network space as well. 

So, again I think it's a really good question.  It would be a good problem for me to 

have £5b in my forecast for next year.  But the telco I don't believe and certainly not 

BT is in that pure cloud space. 
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Adrian Ho 

Okay, so a few comments here.  So Chris talked about more rapid rollout of products 

basically, a productised kind of environment.  Kevin talked about cloud being part of 

a greater solution for telco.  Gint talked about leveraging telcos' strength which is 

basically the networks – kind of that's the argument.  So basically those are the 

general ideas of where the panel thinks that telcos should play in the cloud.  But then 

there is a common feedback among enterprises who want to adopt cloud is that as 

much as we like using a telco for cloud, they own the networks, they have the data 

centres but they don't understand a few things.  They don't have integration skills just 

number one.  The vast majority of telcos don't have those professional service 

capabilities.  How can we trust them to migrate our critical workloads to the cloud?  A 

very common comment from enterprise customers especially the larger ones. 

The second comment I constantly hear from larger enterprises is that telcos do not 

understand applications with the exception of a few, T-Systems is probably the 

exception because they are a predominantly SAP house as well.  So those are the two 

common feedbacks I hear from enterprises.  If we're not going to you, we'd probably 

rather to go an IBM because they understand integration, they understand applications. 

There are many ways to set manual enterprise customer base, you can completely 

ignore that, but then you're going to fall right to the bottom fighting against Amazon.  

So I know that Gint thinks that's not an essential skill set, am I right?  But generally 

speaking should telcos, the average telcos sitting on that floor, do you think they need 

some kind of capabilities in applications and integration profession services to really 

compete?  We can start from the other side, Kevin? 

Kevin Buckingham 

Absolutely, if you look at the AWS model, the pure cloud play, what we see in that 

space is that the customers who take that up are pretty much technical savvy.  Where 

BT works with its customers and where telcos work with its customers they have 

quite large infrastructures.  They look to selectively outsource those business 

processes, they don't go for the big bang.  But they don't necessarily have the skills to 

be able to size up the new architecture and then to move their applications onto that 

new architecture.  And that's where professional services really comes in, because our 

go-to-market proposition is purely with cloud and professional services.  We don't 

separate the two, that is the go-to-market proposition, it's a professional services led 

sale.  That to us is really, really important, it's important to our customers because it's 

about empathising with, what is a big problem? 

Anybody in this room that's ever migrated just one application from a legacy server 

onto a new server the amount of planning that you've got to go through, the amount of 

sleepless nights you have as well as you plan that migration, and then the success 

criteria.  So it absolutely is professional services and that is the sweet spot I think for 

telcos. 
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Tawhid Rijwanur 

Taking cue from Kevin I think yes absolutely you need [professional] services and to 

my belief, as an enterprise the telco may not need to have all the expertise in build, 

because things need to be done by the experts who are best at their field.  So a telco 

should be focused more on customers, what are the services they are offering and for 

those services, for cloud or what infrastructure need, they must rely on the 

professionals or the experts in the industry.   

Also not even for the subscriber but even as the enterprise cloud applications the 

telcos are using like Workday like ERP Systems, CRM Systems or any other and 

those also they can rely on more [renowned] player like taking interest at your 

services from (inaudible) and others.  So I think it can be a combined [morality] with 

support from the system integrator, from the cloud service providers and telco can sit 

on top, [clamping] those together and prepare the services, and bring that to the 

market, and that's how I think. 

Gint Atkinson 

So I kind of have an issue, what do you mean by application, more application 

expertise?  If we're talking about developing applications, customisations, or 

extensions for sales force, dotcom, business applications I'm sceptical about how 

many telcos are going to want to go into that, it's way too far up the stack.  But if 

we're talking about, let's say, database and there's a lot there all the way from Oracle 

like what we have to do.  Our customers expect us to do everything related to their 

database infrastructure when we're offering them a managed service.  They may want 

the environment to operate in a very, very intrinsic way, so we've got to develop the 

scripts. 

So at an application infrastructure I believe telcos have to step up their game and IT 

infrastructure, and highly customised infrastructure.  But that's not what Google and 

Amazon are offering you.  When you go and get database as a service from Amazon 

why don't you ask them for some customisations, you're on your own.  So I think that 

customers when they look at different parts of the market on the service provider side 

they turn to the telcos and I think they ask for more and they expect a lot more; the 

expectations are different.  They ask us for Five Nine's performance.  But when 

Amazon goes down for hours at a time they suck it up.   

So that tells me that the market is very unstable with respect to product and service 

definition there's different expectations.  So definitely if the telcos are going to go into 

that space not only do they have to get really good at the product and service side of it, 

but they need to learn how to manage the customers' expectations and get their 

offering to fit in with the customer needs, and to get recognition when it's deserved 

and then to move on with expanding and fulfilling those customers, the appropriate 

customer needs that they have, that they are able to service.  

But clearly there are very different expectations that customers are putting onto the 

carriers.  The reason why that is, is the customer is paying for a bigger bundle of 

service mix.  They bought connectively at Five Nines, they want database at close to 
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Five Nines.  They want one whole package.  So I think they are things we don't know 

yet and definitely the telcos and the carrier grade service providers have a lot of work 

to do to add clarity to the market expectations. 

Adrian Ho 

I don't think anyone is promising Five Nines for cloud at this point in time.  Is anyone 

promising Five Nines for cloud at this point of time? 

Gint Atkinson 

On our database services our customers are asking for Five Nines.  Any SLA you 

have this piece here, it has Five Nines SLA, and then this piece breaks, they start 

pointing at this SLA, everyone has seen that.  So part of the problem is different 

pieces of your service bundle, the best piece or the best characteristic of one of the 

components it sets the standard for the rest of the bundle.  I think the telcos that are 

offering bigger bundles they're definitely in a position where they have to manage that 

risk. 

Chris Rezentes 

Yes, I would agree with everything the panel's said here and what Gint was saying is 

pretty spot on.  I don't think Verizon's set out, or is setting out to be Amazon in terms 

of the same applications.  But there are certain aspects that we think we can compete 

on.  One of the things we talk about as a telco, not just Verizon, I'm sure everyone has.  

What do we have that they don’t?  We have that network, that's our strength and you 

should leverage that for any aspect whether it's a cloud product or any other products 

that we're offering, and solutions. 

What you said earlier, Adrian, was spot on, we weren't listening enough to the 

customer or fast enough to get these changes to the market.  There are challenges to 

meet while we recognise our strengths as being the network, there are challenges to 

meet especially on the IT side because like Kevin said too, we've got old systems that 

have to be groomed onto the new systems to allow for all the automation we want for 

the future.  Within Verizon we can't hire enough IT folks to get all the changes that 

we want implemented for our entire product line. 

So you talk about what the customers are asking.  I heard some folks talking yesterday 

for the telcos, get away from the [bit] and start to be more flexible.  Offer the 

scalability that the customers want and security, usage based models and that's what 

we're doing.  Verizon especially is not just going out there delivering what everyone 

else is, we're figuring out how to differentiate and be better, or at least from a strategic 

perspective offer something different that's not out there, some added value. 

Adrian Ho 

I'm going to open the questions to the floor, so any telcos, any journalists out there 

who want to shoot a question.  These are some of the more successful telco service 

provider from a cloud perspective in the region, any questions? 
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A very silent crowd on cloud.  So I'm going to pick up on Chris' last point on 

differentiation.  I'm going to pick up a point that someone mentioned yesterday as 

well on innovation.  So someone mentioned yesterday, it was Nathan I think, 

innovation happens in two to three months, if you cannot launch that product in two to 

three months someone else will actually beat you to it.   

I'm going to pick up another point what James was talked about, there's something 

like 20,000 cloud providers in the whole world, basically, so differentiation becomes 

very difficult.  Innovation becomes increasingly difficult as well, they come hand-in-

hand basically.  So from a telco perspective there are varying answers across the panel, 

some of you go back to your roots to a network provider.  Even if you're going to a 

bundling offering, a holistic offering to your enterprise customer, cloud becomes 

increasingly difficult to differentiate.  

Even if you're going back to your networking roots there are many other service 

providers out there, telco service providers out there they are competing with who 

would claim they have the same robust networks as you guys, basically.  So, how do 

telcos innovate to differentiate in this marketplace?  I'm going to start with Kevin 

because I like the idea BT's vertical approach to cloud in some ways.  It's different in 

a marketplace from a service provider standpoint, it's unique, it's kind of raw based as 

well.  So, Kevin. 

Kevin Buckingham 

Yes, it's interesting, also an interesting point where you say that you believe that some 

telcos are throwing in the towel.  BT firmly believes that not to have cloud is not an 

option.  We've spent an enormous amount of money here in Asia Pacific.  In the last 

18 months we've put cloud infrastructures in five different Asia Pacific countries.  So 

why do we put infrastructures in each country?  Why not just make let's say Singapore 

or Hong Kong a regional hub?  That's because our customers are telling us, and this 

differentiates against the AWS, and I'm not going to knock AWS because I think 

they've got a good model.   

But the reason that BT and other telcos put their infrastructures in each country is 

because our customers are saying to us that latency and data sovereignty is a big issue 

for them.  Whether they're multi-nationals or whether they're domestic customers the 

data that they collect, store and process within that country in a lot of cases has to stay 

inside that country otherwise they're against the legislation.  And the penalties, let's 

face it folks, are quite severe if you go against that legislation.  So that's one of the 

differentiators that I think we have. 

The other one is we are connected already to the customers network.  We connect 

cloud to MPLS.  So we can quite instantly almost turn up that connection between the 

customer's backbone network, their corporate network to our cloud.  So straightaway 

they've got flexible compute resources that is connected securely to their corporate 

network.  We also bundle in our professional services.  Again to go into a customer 

that's got a complete strategy as to where they want to go in the next three, five even 
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10 years I've never had that luxury.  Telcos are used as a sounding board and the 

professional service is a perfect sounding board. 

I had a customer recently who wanted to condense all of their operations from around 

Asia Pacific, including India, Indonesia and Singapore into China and into Hong 

Kong.  We had a very brief discussion about data sovereignty and they realised that 

they couldn’t actually do it.  But then what's the next step?  We don't just say that 

strategy won't work.  We work with the customers and say, okay we understand that 

you're maybe trying to take cost out or simplify your operations, we can still help you.  

So that's another differentiator that we've got against pure cloud players. 

Chris Rezentes 

Yes, actually that's spot on.  I liked the discussion I heard yesterday also about the 

regulatory challenges that customers face, that network providers are well positioned 

to answer, because we have to abide by a lot of that being network operators ourselves.  

So when you look at differentiation I kind of talked about network earlier, so that's 

one way.  But it's so early on right now, I mentioned some of the alignments we had 

in our organisation, there is a lot of opportunity on that side to take advantage of your 

network and whether it's partnering with cloud providers or investing on your own 

cloud I think there's a lot to do right now.   

Like you alluded to earlier, Adrian, we hadn't been listening, we're listening now.  

And all of the ideas and the strategy that's in Verizon and probably many of the other 

telcos is focused on the same, like identifying the cloud opportunity and focus on the 

customer.  

Adrian Ho 

So we have networks residency as differentiation factors, professional services, what 

else can you think of? 

Gint Atkinson 

If we're looking at the telco issue versus the other issue there's a big thing that stands 

out and even comes out on my budget.  How do we innovate?  So in IT innovations 

there's much greater opportunity for low CapEx high creativity.  We can have a bunch 

of luck combined with geniuses and some insight and make an absolutely and 

powerful innovation in a short period of time.  You're not going to do that in CapEx 

intensive innovation, so where there's basic science involved, biotech, you need a lot 

of time.  You need maybe a small team, but very expensive test and lab equipment. 

Telcos have a lot more of the CapEx related constraints.  So let's look at mobile 

gaming.  You could go from having a modest game with thousands of users to being a 

rock start game of 50,000 users in 24 hours and have to spin up hundreds and hundred 

or even thousands of servers to run your game.  But that mobile game, how did they 

get to their subscribers?  They got to go across many network providers that peer with 

other mobile providers in other countries and it goes on and on, the problem is the 

CapEx.   
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So telcos they're very good at managing that CapEx and trying to juice out and 

squeeze out innovations, and creating value.  But the problem with CapEx intensive 

especially for a telco is you have to have that coverage.  You can move IMS and you 

can rip out more gear from a cell site until all you have left is a software defined ratio, 

that's it and put everything into the cloud.  That's going to make a big difference but 

you still have to have the backhaul network. 

This is kind of the crux of the problem.  There's always coverage and capacity that has 

to get deployed.  How do you make it elastic?  Fine, move more of the functions into 

the cloud and this is the balancing act that I think telcos are intensely pressured to do, 

and it's definitely the bigger the telco the more challenging it is, because they've got 

legacy CapEx and they have an obligation to do more CapEx.  And I think that's kind 

of the balancing act. 

Adrian Ho 

So, final words from Tawhid. 

Tawhid Rijwanur 

Yes, I think what Gint is telling could be an ideal world (inaudible).  But the 

challenges I need to (inaudible) and that's the reason you cannot spread everything, 

you cannot put everything into a cloud because you cannot put that customer data and 

(inaudible) outside the [world].  And another reason is I think the business strength is 

very important, because we can see a lot of large telcos but most of them are groups.  

But they have the business units spread out all over the world, unlike or Google or 

Facebook which are like single consolidated but big in business trends.   

So to do something big it's very difficult because every country has their own laws 

and own ways of doing, and own business modality.  So each business unit has very 

separate entity and you cannot have it combined.  It's very difficult for any 

industrialisation effort to run through the groups and I think that's the major hindrance 

towards doing anything big, like Gint was mentioning, like if you want to really put 

everything into a cloud then the cloud cannot really – you cannot see the cloud in the 

sky if you don't have the scale effect.  You must have to have the scale effect and for 

that scale effect you cannot [console] it on a single view but rather then you need to 

consider it throughout the group. 

If you were to try to have a common IT infrastructure for the whole country, all over 

the world in a single place and like to have all the IT stacks, the IT applications from 

that.  But here again all the business modalities and all the regulatory is challenging us.  

So I think that's the major obstacle is to have the complete business plans to go for a 

big bang approach, to invest all the money.  And where the regulatory and all the 

legacy mindset also is really blocking that part. 

Gint Atkinson 

And for these giant CapEx investments, where's the money coming from?  The market.  

So all of a sudden you have the other constraint that you get that money and then 
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you're really at what the mercy of what the market thinks about that investment and 

what category you sit in.  And the market thinks telcos are telcos and they value them 

a certain way.  So in addition to regulatory there's the market private companies like 

KVH, we have a lot more freedom.  But our sister company that's public they have a 

lot more constraints on their decisions. 

Adrian Ho 

All right, so we're going to end it here.  So, a fascinating conversation gentlemen, as 

an analyst I hope to see telcos as tier-one cloud providers in the next 12 to 24 months.  

We're going to break for coffee. 

 

 

[End] 


