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service providers. The businesses too
find it a viable option for bolstering their
productivity. No wonder the service O

providers are flooded with ever

increasing demand for IP services to :

outsource Internet, Intranet, and Extranet INTERNET
services, Managed Network services, CONNECTION

and content-related services such as web

hosting, mail service, and secure remote

access. With IP-VPN, a service provider

connects two [P addresses located at

geographically dispersed sites. These

two locations thus appear within a

private IP network. It offers a variable e —
degree of security that ensures privacy :

to all the parties. It is founded on the idea

of leveraging on the wide reach and

presence of Internet in combination with

its cost-effectiveness. GAI"I"G

Most of the enterprises are scaling up

their businesses and adopting enterprise

solution to leverage on the existing op- MnM E" I “M
portunities. The enterprises can connect

all their offices allowing solutions like

ERP, SCM, CRM and other applications to be centralized and investment in them fully utilized.
The current VPN user segment is primarily composed of large enterprises and is most popular in
the manufacturing vertical. As per RBI guidelines, in order to ensure security the online banking
and e-commerce based services, banks and financial institutions must avoid any direct connec-
tion between the Internet and their core system. The best option available to them is of placing
their core network on IP VPN. Business Process Outsourcing (BPO) and Knowledge Process
Outsourcing (KPO) are other upcoming verticals which are likely to adopt VPN services.

irtual Private Network-Internet .
Protocol (IP-VPN) services with
their ability to provide an -
alternative to expensive dedicated links,
present a good revenue potential to the i
: "

The Indian VPN market is going through a technological metamorphosis with its different types
of access technologies. Predominantly, the leased line based multi protocol label switching (MPLS)
VPN is the first preference for connecting to all critical sites like data centers. MPLS VPN, owing to
its ability to offer frame relay at lower cost is anticipated to play the key market driving force.
Currently alternate VPN access technologies like dial up VPN, or access through DSL (broad-
band) at remote backup link are perceived as a cost effective solution.

The Indian market trends appear to be quite promising for [P VPN. Nearly every enterprise, in-
cluding banks, other financial institutions, stock brokers, petroleum companies, IT companies,
SMEs, government agencies, educational institutes, or medical institutes are demonstrating in-
terest in connectivity through VPN. Even large enterprises that already have their own IP VPNs are
now installing data warehousing software which adds to the demand for the increased band-
width.
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The IP-VPN market in India in
2005, estimated at Rs. 668 crore,
witnessed a growth of 53 per-
cent over the previous yeatr. The Company Gales (Re Gr)  Markel Skare (%)

IP-VPN market is expected to | ET I -

grow at a Compounded Annual

INDUAK IP-VPN MARKET
Total As. 668 crore

Growth Rate (CAGR) of 30.9 | ‘oene 188 164
percent through 2005 to 2011. Tata Indicom 3 ng
Sify continues to be the domi-
nant player with a market share e 04 e

of 37.2 percent followed by Re-
liance Infocom and Tata
Indicom with 16.4 percent and BENL 168 23
11.9 percent respectively. Tulip,
HCL Infinet, Bharti Airtel and
BSNL are other major players that jointly constitute the balance 36 percent of the VPN market.

Courtesy - Frost & Sulivan (]

Sify acquired many important clients from different market segments during the fiscal year 2005-
06. The company used its wireless reach advantage to gain new customers and its aggressively
priced Internet service to retain its position in a fiercely competitive market. It also made its foray
into the voice over Internet protocol (VoIP) space. In the forthcoming fiscal year, the company
plans to aggressively exploit the SME market, which is spending hugely on IT and looking for
connectivity solutions. It further wants to explore the VoIP opportunity with corporates and IT/
ITeS companies. In addition, Sify plans to tap on the revenue potential of infrastructure manage-
ment services.

Reliance Infocom bagged a multiyear agreement with GE Money in the last fiscal year. As a part of
this agreement, Reliance will initially connect 122 locations on its pan-India MPLS optical fiber
backbone, enabling GE Money branches across India to go online. Reliance IP-VPN caters to the
requirements of business-class network service and provides a secure and reliable IP
internetworking. It creates a private secure network over Reliance’s optic fiber based broadband
infrastructure. It is a next-generation VPN that combines the quality and security of ATM or Frame
Relay with the flexibility and simplicity of [P and addresses all the requirements of an e-business
enterprise.

Tata Indicom offers MPLS-based VPN services. The MPLS network is the first in India to be con-
sidered a Cisco-powered network. VSNL's network encompasses a highly redundant MPLS glo-
bal core of 15 super PoPs and over 350 PoPs at the edge of its core. Its network covers the entire
country and even overseas with business centers in 12 countries across 4 continents. VSNL's
expert and experienced resources support the entire enterprise network lifecycle for MPLS VPN
WAN solution.

Tulip IT Services offers MPLS based network, offering wireless based Last-Mile connectivity in
550 cities in India. In March this year, the company had launched its Tulip Connect, an MPLS
enabled IP-VPN. This data network has been set up with an investment of Rs. 180 crore. This will
focus on providing data connectivity for banks/ATMs, connecting corporates with their branches,
dealer/distribution networks across the country, stock brokers, media companies and govern-
ment agencies. Some of Tulip’s large customers include HDFC Bank, Bharti, NDPL and Tata
Motors Finance.

HCL Infinet offers VPN services on three different technology platforms of MPLS, IP, and Frame
Relay. In the year 2005-06, the company consolidated its market share in managed VPN and
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Internet services by acquiring new accounts
across all verticals including the aviation in-
dustry, manufacturing, education, and finan-
cial sector. A few of its major achievements
during the period include contracts from Vizag
Steel Plant (VSP), Indigo Airlines, Go Airlines,
[IPM, Hindustan Sanitary, Way 2 Wealth, RPG
retail, Rashtriya Chemical Fertilizers (RCF),
and Parle. HCL is offering end-to-end solution
to all these customers. In the forthcoming fis-
cal year, the company plans to expand its
reach in niche verticals by superscripting its
vertical centric solutions with improved cov-
erage and service availability in Tier 2 states and other remote locations.

INDIAN YPN MARKET : REVEMUE FORECASTS

Fa. Crame

In the fiscal year 2005-06, Airtel Enterprise Services completed the first phase of the all India
TAXNET project of the Income Tax Department. The TAXNET project is an initiative of the Minis-
try of Finance undertaken by the Government of India. On completion it will be India’s largest
ever VPN connecting all the Income Tax offices, 745 locations in 510 cities, on the Bharti MPLS
backbone. Airtel is partnering with IBM for implementing the project. The network, with an up-
time of 99 percent on end-to-end basis extending from PC node to National Data Centre, will
ensure secure encrypted data flow. The first Phase of the project connects 170 locations, which
will go up to 745 locations under Phase -Il. The 5 year contract is valued at Rs. 240 crores.

BSNL has deployed state-of-art multi-protocol, multi-gigabit network (NIB-II) to offer a wide range
of services like VoIP, video conferencing and data on a single pipe with each application as-
sured of its quality. There is an increased customer demand for such a converged pipe. Only
exception to this is the Internet service where an exclusive pipe is taken. Though there are no
technical constraints in providing Internet service on converged pipe but security reasons do not
make it a viable option.

The major customers won by BSNL this year include New India Assurance, United India Insur-
ance, National Highway Authority of India, Indian Bank, Citi Financial, and Customs. The
company’s strategy to increase its share in the Indian market and to secure corporate tie-up
through MoU, empanelling system integrators to offer turnkey solution, marketing and targeting
prospective customers through customized seminars and workshops.

Despite VPN holding tremendous untapped business potential, it is facing some tough chal-
lenges. Lack of customer awareness and misconceptions about security continue to be the major
concerns haunting the IP-VPN service providers. Internet service providers are prodded for pric-
ing too. Another area that requires attention is the ability to meet the SLA commitment, particu-
larly for availability. The importance of introducing value-added services on demand is also
noteworthy. Regulation is yet another aspect, for until now only Voice over Internet Protocol is
allowed on the same network. Interoperable issues across multiple operators also need to be
addressed. Equally important is the issue of spreading the benefits of IP-VPN services vis-a-vis
conventional mode of communication like leased line. Both the development of new technolo-
gies and the improvement of the existing technologies are of great importance.

The success of growing Indian economy rests on four pillars of VPN connectivity-the ability to
successfully transact critical data in real time, security, cost effectiveness and hassle-free mainte-
nance of the IT infrastructure. Even the government owned agencies, which were hitherto con-
sidered to be isolated from outside technological revolution, are now developing a taste for
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technology. They too are going in a big way for VPN, aiming to connect various sites spread
across the country. Gone are the days when one used to have a dedicated pipeline for individual
application. The present mantra is to provide a ubiquitous access to the end customer facilitat-
ing seamless converged transport of voice, video and data.

MAJOR PLAYERS

BHARTI AIRTEL

Bharti Airtel offers cost-effective
VPN services that link up enter-
prises across the nation. The higher
bandwidth capabilities help to
send larger data, faster, without in-
curring higher access costs. The
company’s lower upfront and re-
curring costs combined with a host
of other cost-saving advantages
greatly reduce the cost of owner-
ship of an Airtel VPN solution. These
and other technology benefits of a
Airtel VPN is backed by Bharti Airtel

d mohanty

Kindly elabo-
rate the ma-
jor market
and technol-
ogy trends
witnessed in
the Indian
VPN market
for the year

. 2005-06?
Associate VP-Telecom & One of the

Networking, HCL Infinet major market

trends is the increased adoption of MPLS tech-
nology. The market is slowly assimilating the
knowledge about the benefits that MPLS as a
WAN technology brings forth. If one conducts
the requirement analysis of customers, they
are still unsure of the benefits of MPLS tech-
nology for their VPN services. MPLS deploy-
ment is still in a nascent stage and it will take
some time before customer realizes what he
needs to ask for while consulting a service
provider for MPLS VPN solution.

Another market trend is the increased demand
for end-to-end products and services. Cus-

Ltd.’s 24x7 customer service and a
team of highly trained engineers.

BSNL

BSNL has the largest MPLS based
VPN network and capability to pro-
vide VPN services spanning the en-
tire length and breadth of the
country. It offers MPLS VPN ser-
vices by a mix of access technolo-
gies of leased line, with speed
varying from 64 kbps to 155 Mbps,
broadband with speed ranging
from 256 kbps to 2 Mbps, and dial

tomers now prefer their network provider to
offer and integrate other related IT infrastruc-
ture as well. For example, integrating a secu-
rity appliance like a Firewall or Antivirus,
supplying and installing servers and PCs on
the LAN, and complete facilities management
for entire IT infrastructure set up.

The market is witnessing a reduction in band-
width prices. This will enable customers to
source high bandwidth capacities.

Please comment on the major challenges
before the Indian VPN service providers.
The market has become very competitive
and extremely price sensitive. VPN being
looked at as just another plain vanilla net-
work offering has underplayed the impor-
tance and benefits a Managed VPN service
could offer.

What growth prospects do you foresee for
the Indian VPN services market in 2006—
07?

More and more foreign MNCs will set-up do-
mestic networks in the country. People will
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up with speed ranging from 56
kbps (PSTN) to 256 kbps (ISDN). In
future, VPN can be accessed even
on both GSM and CDMA mobiles.
The salient features of VPN services
provided by BSNL are as follows:
e Services: Managed Layer 3 VPN
and Layer 2 VPN with different
class of service pertaining to
throughput, latency and packet
loss, VPLS Service, Any to Any VPN
or Translational VPN, Multicasting,
[PSc, Network Address Transla-
tion (NAT), and Firewall;

start adopting IP over leased lines. There will
be an increase in the adoption of ERP and
other mission critical applications. There will
be an increase in the adoption of Voice over IP
and Video over IP, as a part of convergence.
The VPN market is presently growing at a CAGR
of 27 percent as estimated by Frost & Sullivan;
and we expect a similar growth rate through
2006-2007 as well.

What is the future of converged services
(voice, video and data) on VPN?

VPN provides a flexible and scalable network
platform for organizations. These two aspects
make it highly conducive for a customer to
transfer all voice and video applications onto a
VPN. More and more organizations are ac-
knowledging the benefits in adopting a con-
verged network rather than a disparate
network for each application. IP based VPN
helps organization use a single IP based net-
work for sending data, voice and video traffic.
This reduces the cost and complexity involved
in maintaining two different networks for data
and voice. )
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e Fully redundant network with no
single point of failure;

e Pan India presence;

e Service level agreement;

e State-of-art management and
provisioning tools;

e Customer Portal; and

e Alternate access technology like
access of VPN through DSL
(broadband), dial up is also be-
ing offered for remote sites/
backup.

HCL INFINET

HCL Infinet offers VPN services on

mohit madhok

On the seg-
ments driv-
ing the
demand for
VPN ser-
vices.

The demand
for VPN ser-
vices has
been  wit-
nessed
across all the
verticals. In the last fiscal year 2005-06. Some
of the segments include:

Manufacturing. Indian manufacturing is grow-
ing handsomely. In order to be globally com-
petitive they are investing heavily in IT. A large
part of this investment is in ERP applications
which also drive the need for connectivity or
VPN services. The major growth is due to glo-
balization of the operations or export thrust,
both of which drive the need for International
Connectivity. Many Multinational manufactur-
ing companies have their back office opera-
tions for their global operations in the area of
design and engineering. This also drives the
need for connectivity.

Banking & Financial Institutions (BFSI). For BFSI
sector, this technology is their lifeline and in-
vestments are seen as a key strategic deci-
sion. BFSI has been the biggest spender in IT
in the last few years and will continue to do so.
This growth in IT spend is expected to in-

Head - Marketing, Sify En-
terprise Solutions, Sify Ltd.

three different technology plat-
forms-MPLS, IP, and Frame Relay. It
offers a carrier agnostic network
thereby assuring higher uptimes. It
also offers a comprehensive end-
to-end package to any organization
addressing its network, IT infra-
structure, and communication
needs. The company has consoli-
dated its market share in Managed
VPN and Internet services catering
to new segments including aviation
industry, manufacturing, educa-
tion, and financial sector in 2005-
06. Some of the major customers

crease even further as we approach 2009, as
foreign banks would be allowed to expand their
operations in India without any need of ap-
provals. All this will lead to requirement for
high level of connectivity.

Government. With the introduction of e-gover-
nance in the offices of the Ministry of Company
Affairs and the facility for e-filing of documents,
a major change is visualized for the industry
and the corporate sector in the country. The
government sector is gearing for investment
in this technology.

FMCG & Retail. FMCG is coming out of a period
of sluggish growth. Retail is the single biggest
growth segment in Indian economy. Retail
depends on technology very heavily and thus
investments will be very high and connectivity
will form the backbone of these operations.
IT/Telecom. The emerging technologies like
WiMax and 3G will influence the future trends
and technology investment.

On the challenges in the VPN industry.

At present, the VPN service providers are hav-
ing limited access to Telco’s last mile, which
restricts the network reach. The steep reduc-
tion in price is also impacting the profitability
and ability to invest.

On your achievements in the last fiscal year.
We managed to gain entry into some very key
large segments and succeeded in retaining
the leading position in an aggressively priced
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= —— 30% —— Manufacturing
25% Services
20% Others

15% — Banking & Financial
Institutions

10% IT/ITeS/SDC
2005

that it has won include Vizag Steel
Plant (VSP), Indigo Airlines, Go Air-
lines, IIPM, Hindustan Sanitary, Way
2 Wealth, RPG retail, Rashtriya
Chemical Fertilizers (RCF), and

Internet services market. In addition, Sify also
made its foray into the VolIP services market.

On your plans and strategies to increase
market share.

We plan to focus on the Small and Medium
Enterprises (SME), which is spending on IT in
a major way and looking for connectivity solu-
tions. We will also focus on VolP opportunities
with corporate and IT/ITeS companies and on
infrastructure management services.

Anything else that you may like to add.

Enterprises today face the challenge of prof-
itable growth with limited resources and in-
creased competition-both domestically and
internationally. In this scenario, handling mul-
tiple vendors for complex IT needs is an added
challenge. Enterprise solution providers play
an important role in combating this challenge
as well as helping the enterprises to achieve
their business objectives. Sify Enterprise So-
lutions, the corporate services arm of Sify
Ltd., is one such player in the enterprise do-
main. It is one of the India’s largest end-to-
end service providers in network, security,
hosting, applications, and managed services.
These solutions are based on its proven tech-
nology expertise and unique integrated busi-
ness model. It has the ability to provide
end-to-end solutions and thereby enhance
productivity, reduce costs and lead to cus-
tomer delight. °
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Parle. HCL would offer all of those
customers complete end-to-end
solution. HCL Infinet also plans to
expand its reach in niche verticals
with segment specific solutions. It
aims to provide better coverage
and service availability in Tier 2 and
remote locations.

RELIANCE

Reliance global VPN services offer
customers a simple, cost-effective
transitional path from traditional
data network to contemporary IP
networking with the option of us-
ing their existing Frame Relay or
ATM Wide Area Network (WAN)
equipment. The [P-VPN solution
offered by the company is based
on the latest generation of routers
and switches using MPLS at the
core, which allows very fast trans-
fer of IP data. Its label switching
replaces most of the routing pro-
cesses used in conventional IP-
based networks. The MPLS
foundation of Reliance Global VPN
helps businesses in having better
control over their networks and
enhance their efficiency by lever-
aging the traffic routing and band-
width utilization capabilities of
MPLS. Reliance VPN offers six ex-
clusive advantages, giving compa-
nies a vital competitive edge.
Integrated VPN is an exclusive of-
fering that can make the network
available to executives on the
move or key personnel posted in
remote offices across India. De-
signed specially for the enterprise
customer, it offers a totally private,
scalable and secure network. VPN
is the most effective way to achieve
convergence of voice, video and
data on a managed network.

SIFY

The different VPN services that Sify
provides include IP-VPN services,
Dedicated Internet Access services,
and VoIP services. In the IP-VPN
service category, the company’s

offerings are:

SiteConnect is a comprehensive
array of secure, reliable and scal-
able IP-VPN/MPLS solutions that
meet mission-critical data, net-
working and converged voice,
video, and data connectivity needs
within India;

GlobalSiteConnect extends IP-MPLS
virtual private network to client’s
global locations via world-class ser-
vice partners;

RoamConnect offers a secure and
reliable access to corporate
Intranet to its roaming employees.
This is a user-friendly package that
ensures access to information or
corporate applications from any
location.

In the dedicated Internet access
services category, Sify offers
ExpressConnect, which is a pre-
mium range of secure and man-
aged Internet access services that
enables the enterprise with dedi-
cated, high-performance IP con-
nectivity to conduct business
critical transactions over the pub-
lic Internet.

In the VoIP services, Sify offers
ExpressTalk, a premium service
that leverages VoIP technology to
deliver high-quality international/
long-distance voice communica-
tions. Its long-distance IP telephony
service with the features of good
voice quality and high scalability
allow the enterprises to call any-
where across the globe at a much
cheaper rate.

Sify is the first MPLS-enabled net-
work service provider in India.
Some of the key features of the ser-
vices offered by Sify are its band-
width capacities from multiple
carriers; international alliances
with world-class players to provide
connectivity solutions across the
globe; multiple international gate-
ways and multiple cable routes to
provide Oceanic level redundancy
at both transatlantic and transpa-
cific route; and highly redundant
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SEGMENT-WISE SALES-SIFY

& ——— 20% — FMCG & Retail
20% IT/ITeS/SDC
20% Manufacturing

15% — Banking & Financial
Institutions

15% Government
10% Others
2005

dual PoPs at multiple locations
(countrywide network of over 150
PoPs). Sify is the recipient of [P VPN
market leadership award from
Frost & Sullivan consecutively for
three years, 2003-05.

TULIP CONNECT

Tulip Connect provide both inter-city
as well as intra-city connectivity
based upon the clients’ require-
ments. The inter-city network is
based on optical fiber cable pro-
vided by multiple service providers.
The network is created in mesh ar-
chitecture so that if any link does
fail, there are multiple alternate
routes available. Consequently, Tu-
lip network has an inbuilt redun-
dancy and provides the highest
levels of uptime. In addition, Tulip
has expanded its network reach to
more than 550 cities in India.

VSNL

VSNLs IP-VPN services ensure per-
formance across the network while
delivering return on investments
(Rol) and total cost of ownership
(TCO) benefits. VPNs enhance the
security and availability of critical
business processes. Collaborating
with customers, the company de-
livers advanced and secure voice
and data communications to enter-
prise employees on a global scale.
VSNL's managed VPNs provide key
benefits that include security for
mission-critical applications and
data, enhanced QoS to deliver net-
work-centric applications perfor-
mance, and convergence of voice,
video, and data capabilities. [





