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Gary Taylor

the Total Economic Impact”
of Huawei's Cloud Fabric

| By Gary Taylor, Marketing Editor, Enterprise Business Group, Huawei Technologies, Co., Ltd.
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A high-level brief
of Forrester’s
Total Economic
Impact™

Study as
commissioned
by Huawei. >>
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orrester Consulting has built a Total Economic Impact (TEI) framework for clients considering the

Huawei Cloud Fabric Solution. Based on interviews with five Huawei Cloud Fabric customers, the

objective is to help these organizations understand how to gain specific benefits, reduce costs, and

improve the overall business goals of attracting, serving, and retaining customers.

The Cloud Fabric Data Center solution enables
customers to build simple, elastic, and open cloud
data center networks for sustainable cloud service
development. The Cloud Fabric uses Huawei’s high-
performance CloudEngine (CE) data center switches
and its Agile Controller to uniformly control and
schedule ICT resources and quickly deploy cloud
services. The solution is intended for Internet compa-
nies, financial services organizations, governments,
energy providers, large enterprises, and carriers.

Four fundamental TEI elements were used to
model Huawei’s Cloud Fabric service: benefits, costs,
flexibility, and risks. Using a sophisticated Return-
On-Investment (ROI) analysis related to IT invest-
ments, Forrester’s goal was to build a complete pic-
ture of the total economic impact of each customer’s
purchasing decisions, individually and as a group.

Approach
Forrester used a multi-step approach to evaluate the
Huawei solution’s potential value:

* Interviewed Huawei Cloud Fabric marketing,
sales, and consulting personnel, along with Forrester
analysts, to gather and analyze data

* Interviewed five organizations currently using
Huawei’s Cloud Fabric solution to obtain cost, ben-
efit, and risk data

* Created a composite organization that represents
feedback from the five interviewees

* Built a composite financial model using TEI
methodology

* Risk-adjusted the financial model based on issues
identified in the interviews

Five Unique Points of View
Forrester interviewed five customers, each with its
own unique challenges and requirements:

* Midsize U.S.-Managed Hosting Services
Provider (35+ Staff and USD 20 Million Annual
Revenue): This customer provides managed hosting
services and specializes in Chinese market entry for
non-Chinese companies. After comparing Huawei’s

Cloud Fabric with a current vendor, the client
selected Huawei based on pricing, technical
expertise, and customer support. Huawei provides
quicker, more direct access to senior staff for tier
2 and tier 3 support, and solves issues in 2 to 4
hours compared to 8 to 24 hours with the previous
vendor. The Huawei solution is one-third the cost.

* Midsize Australian Consulting, Managed-
Cloud, and Infrastructure Service Provider
(1,000+ Staff and USD 140 Million Annual
Revenue): The primary purpose of the solution
was to connect two Australian data centers. The
previous solution had security vulnerabilities,
Virtual Private Networking (VPN) challenges,
and unmet Disaster Recovery (DR) requirements.
The Huawei solution was about 20 percent less
expensive than the incumbent vendor’s proposal.
Huawei local staff deployed a custom installation.
With the Cloud Fabric solution, the customer
anticipates an incremental revenue opportunity of
USD 25 million due to new service offerings.

* Midsize Chinese-Managed Network
Services Provider (USD 400+ Million Annual
Revenue): This customer works with clients
from large enterprises and new startups. Huawei
was chosen based on market presence, technol-
ogy maturity, and local support. The custom
solution achieved a 20 percent higher resource
utilization rate by reducing network maintenance
through unified configurations, automation, and
real-time monitoring.

* Large Chinese Telecommunications Service
Provider (10,000+ Staff and USD 1.5 Billion
Annual Revenue): The rapid growth of 4G
users was projected to cause increased data and
infrastructure growth and strain this provider’s
network. Huawei was selected based on pricing,
local in-house support, scalability, and the ability
to provide SDN-based hardware, software, and
services. Operational efficiency has increased by
about 10 to 30 percent, and maintenance man-
power has been reduced by 50 percent.

* Large Chinese Oil and Gas Company
(500,000+ Staff and USD 350 Billion Annual
Revenue): This company wanted to link two

data centers used as research laboratories. The
customer stressed the importance of scalability,
quality, and reliability. After implementation,
maintenance efficiency improved by an esti-
mated 200 percent. Incident rates are 10 to 20
percent lower, while incident resolution is 1 to 2
days shorter. More important, the service life of
Huawei’s Cloud Fabric equipment is expected
to last 8 years — 60 percent longer than the
useful lifespan of the previous equipment.

Key Takeaways
Customer interviews revealed the following:

* Solution Cost Savings and IT Administration
Efficiency: Huawei’s Cloud Fabric optimizes
network resource usage and provides scalability and
cost-savings on incremental hardware purchases.
Customers are getting more out of their current
hardware investments and offsetting their next
investments by an additional three to five years.

* Solution Suitability, Cost Advantages, and
Service Support: Huawei was selected for
cost advantages and better customer service.
One customer reported a 66.7 percent lower
investment for their solution compared to other
vendors.

* Scalability: Customers chose the Cloud
Fabric based on scalability and the built-in ca-
pability for the Huawei solution to dynamically
optimize network resources to match business
cycles.

Composite Organization: Laud Global
Solutions
Based on the interviews, Forrester created a
composite organization named ‘Laud Global
Solutions’ to represent the aggregated feedback
and quantified experiences. This hypothetical
organization is a U.S. technology consulting,
application development, and hosting company
with the following characteristics:

+ USD 250 million in annual revenue and a
staff of 1,200

* 25 data centers; 10 based in China

* 20 percent managed hosting business

Voice of Customer

“We were able to optimize
and utilize our network by
20 percent more, effectively
reducing the cost of band-
width.”

— Networking Director,
midsize Chinese managed
network services provider
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Voice of Customer

“We’ve seen a 10 to 20 percent
reduction in power and main-
tenance costs and a 50 percent
reduction in labor due to unified
configuration, automation, and
pooling.”
— Network Manager, large
Chinese oil and gas company

Prior to engaging Huawei, Laud Global
Solutions had discussed but not deployed an
SDN platform. They lacked the hardware to
create a ‘fabric’ and were using four-year-
old switches. When the company decided to
update hardware and buy new network archi-
tecture, it issued a proposal request to several
network solutions companies.

After a two-week comparison, Huawei was
the most responsive. They designed a solution
based on the use case, existing environment, and
desired future state. Even after a delay of several
days, the other vendors provided only minimal
customization. These vendors were also signifi-
cantly more expensive and did not showcase a
strong customer support structure. In contrast,
Huawei allowed Laud Global Solutions to speak
with senior staff and engineers to answer ques-
tions and further customize the solution. The
company’s director was impressed.

Laud Global Solutions engaged Huawei’s
Cloud Fabric with the following high-level
goals:

* Lay the foundation for an elastic, agile,
and scalable SDN architecture to leverage old
and new hardware, with an eye on expansion.

* Work with the most cost-effective vendor

Finacial Analysis (risk-adjusted)
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to reduce costs and improve hardware and labor
efficiency.

* Introduce increased infrastructure utilization
and capacity.
® Benefits
Laud Global Solutions realized three main
benefits:

1) Solution Cost-Effectiveness: Huawei engi-
neers helped Laud Global Solutions customize
a solution and investment plan that included:

* Aggregation layer switches, routers, and
Top-Of-Rack (TOR) switches for which
Huawei’s aggregation switch pricing is 66.7
percent lower than the alternative solution and
10 percent lower for all other hardware.

* A total risk-adjusted initial value of USD
1,092,500.

2) Operational Efficiency: Laud Global
achieved the following savings from improved
operational efficiency:

* Maintenance cost was estimated at a recur-
ring 20 percent based on the initial investment
of USD 1.85 million. Huawei’s more efficient
and smaller equipment will reduce the estimated
maintenance cost by an additional 20 percent
through savings in power, cooling, and issue
avoidance.

* The adoption of unified configuration
through aggregation layer switches, automated
tasks, and pooled resources reduced manual
monitoring tasks. Half of these resources were
allocated to new projects.

* The three-year risk-adjusted benefit value is
calculated to be USD 917,683.

3) Enabled Business Capabilities: With
improved infrastructure utilization and less
network congestion, especially during peak
hours and seasons, Laud Global Solutions
was suitably equipped to present a new, better
service offering with its Cloud Fabric-based
cloud host. A future private-public cloud in-
terlink would allow clients to source and share
resources and content with different providers
and capture an incremental USD 10 million
of which the organization conservatively at-

tributes 10 percent of the credit to the Huawei
Cloud Fabric.

* The three-year risk-adjusted benefit value
is projected here to be USD 2,648,000.

[Total Benefits]: Over three years, Laud Global
Solutions expects risk-adjusted total benefits to
be a Present Value (PV) of USD 4,030,077

® Costs
Laud Global Solutions experienced two pri-
mary costs:

* Huawei’s Cloud Fabric Solution: The solu-
tion includes ten aggregation layer switches
(CE12800 series), twenty routers (NE40E se-
ries), and 150 TOR switches (CE6800/CES5800
series).

* Internal Labor and Implementation: The
company also dedicated five resources (80
percent of their time) to deploy the solution
over four months. These five resources will
continue to maintain and operate the solution
going forward.

[Total Benefits]: Over three years, the organiza-
tion expects risk-adjusted total costs to be a PV
of USD 2,880,350.

® Flexibility

Flexibility represents an investment in addi-
tional capacity or capability that could become
a future business benefit. This provides the
ability to engage in planning for such initia-
tives but without the obligation to commit. A
customer implementing Huawei’s Cloud Fabric
might later realize additional uses and business
opportunities.

With the SDN foundation laid, Laud Global
Solutions can take on more business with larger
clients and also better manage incremental in-
vestments going forward. Future plans include
providing the connections necessary to unify
private and public clouds in one location.
® Risks
Forrester defines two types of risk associated

with this analysis: ‘implementation risk’ and
‘impact risk.” Implementation risk means that a
proposed investment in Huawei’s Cloud Fabric
may deviate from the original or expected
requirements, resulting in higher costs. Impact
risk refers to the risk that the business needs
of the organization may not be met by the
investment in Huawei’s Cloud Fabric, which
could result in lower total benefits. The greater
the uncertainty, the wider the potential range of
outcomes for cost and benefit estimates.

Quantitatively capturing implementation
and impact risk by directly adjusting financial
estimates provides a more accurate projection
of the ROI. In general, risks affect costs by
raising the original estimates and affect benefits
by reducing the original estimates. Risk-
adjusted numbers should be taken as ‘realistic’
expectations, since they represent the expected,
risk-weighted values.

The following impact risks are identified as
part of the analysis:

* Reduced discount due to smaller volume
investments

* Continuing to staff large maintenance
teams after achieving operational efficiencies
and reducing maintenance

* Running a business ‘as is” without extend-
ing capabilities or service offerings that the
business can sell to clients

The following implementation risks are
identified as part of the analysis:

* Increased scope or environment size

* Lack of internal expertise, requiring profes-
sional services

* Training and language support

Laud Global Solutions used values ranging
from 5 to 20 percent to adjust for risk and
uncertainty in their cost and benefit estimates.
Readers should apply risk ranges based on
their own degree of confidence in their cost and
benefit estimates. A

See final report: http://enterprise.huawei.com/
topic/Cloud_Fabric TEI en/

Financial Summary

The financial results calculated
in the Benefits and Costs sections
can be used to determine the
ROI, NPV, and payback period
for Laud Global Solutions’ invest-
ment in Huawei Cloud Fabric.
These values are determined by
applying risk-adjustment values
to the unadjusted cost and benefit
results.

IC.t
INSIGHTS

99



pd |

Yan Lida

Leading New IGT — Enabling
a New Industrial Revolution

| By Yan Lida, President, Enterprise Business Group, Huawei Technologies Co., Ltd.

Two years

ago, Yan Lida
returned to
headquarters

to lead the
operations of
the Huawei
Enterprise
Business
Group. In this
‘Last Word’
commentary, he
reflects on his
experience and
offers a look into
the future. >>

*

60  [[omm

Staying Customer-Centric

The concept of ‘the 4Ps of marketing’ was put
forward by marketer E. Jerome McCarthy in 1960 —
product, price, place, and promotion are essential to
business success.

The ‘Product’ must be marketable for branding and
promotion, while place or distribution (physical and
virtual) is equally as important to marketing as chan-
nels are to sales. If the Huawei Enterprise Business
Group (EBG) adopts the ‘integrated’ strategy, we
must first ensure that the quality of our products
matches the heights of our language. Marketing is
impossible if any of the 4Ps is missing. However,
good products alone cannot work either; price also
matters as does branding. Customers should be the
focus of our business. We should stay customer-
centric and not be obsessed with integrated strategies
and go-to-market processes.

BDIl and Why ‘Leading New ICT’ is Important
Huawei’s 2015 Annual Report stated that the
company has officially recognized the concept of
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Business-Driven ICT Infrastructure (BDII). I men-
tion BDII because we have offered many different
hardware boxes without a deep understanding of
each customer’s business operations. As a result, the
boxes don’t always match customer needs, begging
the questions: Who are we in the eyes of our custom-
ers? What brand image has EBG built? Are we just a
bunch of box makers?

Digital transformation has created significant
changes in different industries in recent years. For
example, various user and industry surveillance
devices, such as smart electric meters, serve to
convert physical information into digital data. The
data is then transmitted through networks to data
centers. During the entire data production process,
the Big Data platform analyzes the data a second
time, performs data mining, and generates new data.
Digital transformation requires ICT restructuring,
which means we must break out of IT system silos.
This typical cloud-pipe-device architecture is one of
Huawei’s core strengths.

Technologies like the Internet of Things (IoT)

Lo

Developers '.

. Partners

Standards (@)

cannot drive digital transformation by themselves.
Digital transformation in multiple industries is
driven by a combination of technologies, with the
IoT being only one of them. Such transformation
depends on a very powerful physical network to
connect massive amounts of data to the Internet.
Processing tremendous quantities of cloud comput-
ing data in real time would be impossible without
cloud computing platforms. Without Big Data
technology, data analysis and mining would not
be available and data value could not be realized.
Huawei believes these innovative technologies are
the foundation of this round of digital transforma-
tion, and they constitute a distinctive characteristic
of ICT transformation.

From Technology and Open Platform to
Ecosystems

When we first discussed the connotation of ‘Leading
New ICT,” we realized that it should not only feature
technology and a platform but also an ecosystem.
Huawei’s expertise is in the 10T, cloud computing,
and Big Data. To fully leverage these advantages,
we must build an open, flexible, elastic, and secure
platform. Based on this platform, we must then build
an ecosystem, which includes developers, partners,
and standards. We have opened our platform to third-
party developers through eSDK, so now, third-party
developers — whether they have two employees or
2,000 employees — can develop corresponding indus-
try applications.

The future points to hybrid cloud services to
provide elasticity. For example, if a customer uses
Huawei OpenStack-based clouds — either public or
private — we must enable data migration between
them. Elasticity means that, when resources on a
private cloud are not sufficient to compute data dur-
ing peak hours, auto-scaling switches will redirect
the workload to a public cloud. When the peak hours
have passed, the system automatically switches back
to the private cloud. This is what cloud elasticity is
all about.

The last feature of the platform is security, which
involves firmware, networks, and applications.
Building secure End-to-End (E2E) platforms is

Huawei’s mission. To fulfill this mission, Huawei
needs the involvement of third-party security spe-
cialists and application developers. Through joint
efforts, we will ensure system and network security
at many levels.

Opportunity Favors the Prepared

In April 2016, Global Equities analyst Trip Chowdhry
predicted that the technology manufacturing sector
would layoff 369,000 employees over the next 12
months. The predicted layoffs are attributed to the
operational efficiencies gained by themselves and
their customers due to cloud computing and native
mobile applications. And, while companies like
Amazon, Google, and Microsoft are very successful
in cloud computing, other companies are in a tough
spot. Therefore, first and second tier technology firms
are expected to take the initiative by transforming
themselves at the cost of jobs.

Digital transformation poses serious questions:

* What can Huawei learn from the transformation
of these technology companies?

* Is it possible that these companies will leave the
hardware market following the completion of their
transformations?

* Does Huawei need to follow these companies to
transform itself?

* If so, how should Huawei differentiate itself
from these other companies during their transforma-
tions?

* Who are Huawei’s target customers and what
strategy should be adopted after their transforma-
tions?

* Should Huawei take the opposite approach and
focus on the hardware market instead?

* If we are to focus on hardware, how should we
address the challenges imposed by the white box
trend?

The 2016 revenue goal for the Huawei EBG is
USD 6 billion. Personally, I think our goal should
go beyond USD 10 billion. Over the past two years,
EBG has made stable, solid, and unremitting efforts
to push our business forward. If we can correctly
answer the questions I have raised, we will truly be
leading new ICT. A

Last
Word

Huawei believes
these innovative
technologies are
the foundation
of this round

of digital
transformation,
and they
constitute a
distinctive
characteristic

of ICT
transformation. >>
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NEW FLAGSHIP FOR CLOUD DATA CENTER NETWORK

Huawei CloudEngine 12800 Series Data Center Switches

= Outstanding Performance: 160 Thps switching capacity, 36:100GE high-speed line card, 1116 network core
virtualizatian

* Leading Architecture: Non-blocking Clos switching architecture, Strict frant-to-back airflow design, Fully
redundant hot standby system

+ Agile & Open: Fully supports SDN and OpenFlow, Open Pragrarmmaliiity System (OFS)

For more informanon, please visit & huawel.com
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