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markets to give major customers very substantial discounts on call charges (typically, 40% off standard
international direct dial rates).

MNCs feel that they have paid dearly for international voice for too long. It is not surprising. then, that
they have come to favor VPN solutions, which not only give them global discounting by bundling all of
their traffic, but also require less network management by them. Since VPN is deregulating more rapidly
than other voice services, many carriers have used VPN as a competitive stylus to penetrate new
geographiCal markets. For this reason, major customers often view VPN as an acid test of a carrier's
ability to provide competitive managed services.

Penetration of international VPN services varies significantly by geographical market. This is the result of
variations in penetration of domestic VPN service, regulatory structure, and customer buying preference.
VPN has been most successful in highly deregulated markets where the most price sensitive customers
prefer variable cost ("pay ~r drink") telecommunications solutions. It is anticiJXlted that 600/0 of MNCs
will have adopted VPN services by the year 2000 and that the average spend per customer will increase
from $3.0 million in 1995 to $5.5 million per year by 2002.

The US will remain the largest individual market for outgoing international traffic minutes, as it houses
the headquarters of a high proportion of the world's MNCs, but it is expected that the E~n market
will achieve similar size Over the next two years. The UK and France currently account for 40% and 30%
of the European market, respectively, reflecting the relatively advanced nature of the dominant telcos'
VPN services. By 2002, though. the inequalities within the rest of Europe will level out, with GerD1any
becoming the largest single market (28%) in Europe. The UK and France will have similar market shares
(18% and 15°/0, respectively); the Italian and Spanish market will be fastest growing; while the rest of
Europe, with their smaller, less developed markets, will show lower growth rates. (Source: Ovum)

Figure 1: Global VPN Market Revenue Forecast
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Source: Ovum (includes CWBN estimates for Japan)

Customer Segmentation
There is no clear data to suggest that penetration of VPN services varies significantly by industry sector,
although some anecdotal evidence suggests that companies with a high confidentiality requirement,
particularly financial services companies, prefer the apparent greater security of a private network. VPN is
more likely to appeal to a company that makes a high proportion of internal calls: for example, a
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manufacturing company that needs to communicate ootween plants, warehouses and sales offices. VPN is
less likely to appeal to a company that makes a high proportion of calls to or from third parties: for
example, an insurance company dealing with claims from customers. There is, however, evidence that
some companies are ooginning to use VPNs to provide sophisticated call management in support of
international call center and service management operations. Most customers who purchase VPN services
are looking for low prices (including global discounts) and wide geographical coverage (many countries
covered). Some customers are also looking for "ease of doing OOsiness" at a global level: these customers
are typk;ally interested in service features like global billing, one-stop-shopping and global service
management.

GIVN will particularly target:
.existing custome~ of domestic VPN services provided by GIVN Service Partne~;
.existing custome~ of other C& W global managed services;
.companies that have a p.rticularly close match with the geographies where GIVN has the

greatest depth of coverage; and,
.companies in industry sectors which are the primary focus of C& W Service Partne~

Colmpetition
As the VPN market has grown, operators have entered into bilateral agreements to interconnect domestic
VPNs with those operated by other carriers. While these arrangements provide customers with a form of
international VPN service, they are not capable of fully supporting certain customer requirements, including
seamless global service, one-stop shopping, global billing and global discounting. Several attempts to resolve
these issues through multilateral agreements have met with only limited progress.

All of the major, so-called. "supercarrier" alliances (WorldPartners, Concert and Global One) have responded
to this market shift by developing what they claim to be a seamless end-to-end international VPN product.
Apart from enabling the super-carriers to both retain and attract high-value MNCs, alliances are being used
as an entry strategy to emerging domestic voice markets. International vendors that are not aligned with the
existing glomi alliances are already feeling the pain of increased competition as their MNC customers are
being targeted by vendors offering a new service and cost proposition that they cannot yet match.

Figure 2: International VPN Market Share, 1995 & 2000
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constructed like Bentleys and priced as such. In GIVN, we were seeking to build a Ford -reliable, long-
lasting, yet cost effective."

Contemplating alternative network designs for GIVN. Abeynayake needed to make a difficult decision: to
go with a proven. yet expensive overlay network, or to opt for extending industry*mandated bilateral
standards to a multilateral environment -a cost-effective. yet risky proposition. After considering
various technological and regulatory issues and assessing the future direction of the market, Abeynayake
settled on a unique Global Network Design, which leverages existing infrastructure where possible. The
GIVN architecture comprises three network layers: the backbone of International Switching Centers
(ISCs), the regional GIVN nodes and customer aC(;eSS.

The backbone network is formed by the Service Partner ISCs and is used to transport GIVN calls between
Service Partners' networks. To ensure maximum resilience and quality, the backbone network is
integrated with the international public switched network wherever possible. Open signaling systems
ensure that additional Service Partners and platforms can be integrated easily, regardless of the national
infrastrocture. The ISCs are netwo~ using a common signaling system, which enables a consistent
feature set to be offered around the world. The regional network consists of the GIVN nodes
interconnected with the Service Partners' existing national and international VPN services. The customer
access network provides customer connections and local signaling protocols. GIVN supports direct
dedicated, direct shared and switched access.

Figure 3: GIVN Backbone Network

It is important to note that most phone networks operate at an approximately 14 percent utilization at aU
but peak times. GIVN and similar products aim at increasing utilization of assets through aggressive
pricing that shifts demand to off-peak time; the variable cost associated with such a strategy is minimal.
In venturing to explain the unique challenge he faced in creating the GIVN Global Network Design.
Abeynayake made reference to the airline industry:
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Figure 4: Service Management Infrastructure

Service Partner reaction to the Global Service Authority tended to 00 mixed. Some viewed th~
centralization of customer service as a positive development to assuring consistent service levels
worldwide. Others took a more pessimistic view. John Armley, former Director of Development at IDC
commented:

We did not see value in GSA -a service center in the sky. It is based in London, speaking
English, on English time. Fundamentally, what you want from a global product is that the
processes within partners be transparent. Effectively, the processes won't be the same, even
though they strive at the same goal. You need standard forms with standard infonnation,
but what takes place behind the scene is never the same. It is a nice ideal, but not presently
possible.

Global Billing Strategy and Interface

The CWBN GIVN Team developed processes and systems that would allow for consolidated gloOOl billing
and reporting of the GIVN service. The processes are prerequisites of customers who require local invoicing
and local reporting. local invoicing with global reporting and global invoicing with global reporting. GIVN
offers a suite of billing management reports that summarize a customer's calls at the global level to provide
infonnation to help the customer make decisions and control costs. GIVN global reports and bills are based
on infonnation generated at the local level, which is centralized and consolidated. Each GIVN Service
Partner operates a local billing system that collects data from the switches. rates calls and produces bills for
GIVN calls originating from their network. To create gloOOl consolidated reports or bills, data is filtered from
local billing systems using a global standard interface fonnat and passed to a central consolidation engine.
This converts the infonnation into a standard global fonnat fOf use by the global reporting and billing
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