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i spy with my little … and i see an
revival in the making in the Big Blue
household…

An iSeries Revival
Returning the iSeries to the center of
computer servers’ world and restoring it as
the apple of Big Blue’s
That’s the mission of the iSeries team. Can it be done?
Can past glory be recreated and old luster restored?
Probably not. But that’s okay. For, students of history will
create new values by avoiding old mistakes and exploiting
new opportunities. Such as the reintegration trend. It is
playing right into the sweet spot of the iSeries. And
into its name.
integration is what put the all-important
To find out more about this IBM family of servers, read
on…
© Copyright 2005 by Annex Research, Inc. All rights reserved.
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Executive Summary
invaluable… indispensable… indestructible… inimitable…
but above all integrated… are some of the flattering attributes that the
iSeries, the second-oldest IBM server product line, has earned over the
decades from its customers. The once also irresistible product, that
attracted over 240,000 fans from around the world and sold over half a
million units, has fallen upon hard times lately.
In the first quarter of 2004, the
iSeries revenues declined by 7%; in
the second by 28%; in the third by
26%; in the fourth by 9%… Which
added up to a 17% decline for the
year.
Adding insult to injury, the
entire iSeries product line was
actually rejuvenated in 2004 with the
new Power5 technology that is
burning the track inside other IBM
servers. And not just the other
servers…
In November 2004, an iSeries
16-way Model 595 set a new
processing record, managing
175,000 Lotus Notes users

simultaneously with a 33
millisecond response time. HP’s
ProLiant server was the previous
record holder with 120,000 users.
Fiercely Loyal

IBM iSeries Revenues
IBM's most profitable servers shrink in 2004

iSeries' "old, proprietary" image
needs a facelift

Revenues (US$ Mill)
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A mismatch between the iSeries
perceptions and facts grates on
IBM’s loyal customers and business
partners who bring in about 85% of
the iSeries revenues. And fiercely
loyal they are…
“Going to a COMMON (iSeries
user group) meeting is like attending
a religious convention,” said Mary
Lou Roberts, editor of the iSeries
Network News. The only other user
group that comes close
to that kind of cult-like
following are the Apple
customers.
So what went
wrong and why with the
iSeries? What does
iSeries
IBM need to do to turn
things around? Those
are some of the
questions and answers
this iWhitepaper will

Source: Annex Research

© Copyright 2005 by Annex Research, Inc. All rights reserved.

5

An

Whitepaper: An iSeries Revival

try to provide. Those are also some
of the questions we asked nine
iSeries customers and business
partners from around the world –
five in the U.S., one in Canada, one
in Europe, and two in Asia.
They all agreed on two things.
First, that the iSeries is the best
platform money can buy. Second,
that such a view is not widely shared
because the product line has been
suffering from “parental neglect” for
years.
In short, IBM has not marketed it
properly. Or at all, some have even
argued. That’s why the iSeries
revenues have been declining,
instead of growing.
Starting in mid-2004, IBM began
a concerted push to change that.
First under the leadership of
Mike Borman, and now under Mark
Shearer, both proven Big Blue
marketers with domestic and
international experience, IBM has
begun a multi-pronged effort to put
the iSeries back on the global server

IBM iSeries Revenues
Europe as big as the U.S. in 2004
U.S.
42.0%

Europe
42.0%

Asia/Pacific
16.0%

Source: Annex Research

Revenues (US$ Mill)

map; to return it to the center of an
industry-wide server revival trend.
This grassroots movement is
being helped across the server
product lines by customers’ efforts
to reign in the escalating costs,
particularly of Windows, and to a
lesser extent of the Unix platform,
too. All of the customers we
interviewed have gone through
“server consolidation” projects –
centralizing and reintegrating their
systems across the enterprise.
As a result, some have
eliminated Windows or Unix
altogether. Others have brought
them under control of
the IT function by
IBM Systems Revenues
$229B product lines! (1994-2003); trough in 2001
running them on the
$20
Mainframe (zSeries) surges 15%
their iSeries servers.
in 2004, as does xSeries (+24%);
All of the think the
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Storage
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of their computing
universe. Some have
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mainframes with it,
Source: Annex Research
CAG 1994-2004: 3%
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not just Windows or Unix.
There are two main reasons for
it, they told us:
♦ Low total cost of
ownership
♦ Great reliability
And both due to the integrated
nature of the iSeries – its main
design point and raison d’etre.
With the IT industry pendulum
now swinging back to centralized
and integrated solutions, the iSeries
should stand to benefit from this new
trend first and foremost, instead of
last and least, as has been the case so
far (see the revenue charts).
“Our technology is fabulous,
(customer and partner) loyalty is
strong, satisfaction second to none,”
the iSeries general manager told a
group of global consultants attending
an IBM conference in Austin in late
November 2004.
Indeed. All key assets that had
made the iSeries IBM’s, and maybe
the IT industry’s, most successful
franchise in history, are still in place.
What’s needed is a marketing
facelift. And IBM is determined to
perform it.
“We will get there,” the IBM
executive assured some 500 or so
Independent Software Vendors
(ISVs) during an earlier (November
8) teleconference. “We will get this
thing on track where it should be…
as the premiere solutions box in the
entire industry.”

iSeries: indispensable
Fidelity’s Emilio Marianelli,
perhaps unwittingly, gave Borman
an assist in it. An Executive Vice
President, who is in charge of
consolidating the company’s 10,500
servers, said he’d found out that two
of them were untouchable. He
discovered that all Fidelity mutual
fund trading goes through two
AS/400s (now called the iSeries).
Which means that, 6% to 10% of all
New York Stock Exchange volume
runs on these two machines, he
added.
Meanwhile, customers like
Fidelity are spending three times as
much money on people and IT
systems maintenance as on new
servers. Which, in turn, is creating
new opportunities for vendors to
create integrated server solutions
that help customers reduce such
costs.
Which is an iSeries sweet spot.
“The system technology and
integration are profoundly more
important than chip technology or
operating systems,” the key
differentiators and vendor control
levers in the past, said IBM’s Bill
Zeitler, who heads up all of Big
Blue’s server lines. “Now we are
into a ‘system on a chip’-type of
integration,” he added.
A SAFE Choice
Simple? Yes. Adaptable? Yes.
Friendly? Yes. Easy to use? Yes.

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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Those are all well-known iSeries’
attributes that have made it a SAFE
choice for its 240,000 customers.
What is less well known is that
the iSeries is also indispensable to
some of them; even to the largest
ones, like Fidelity. And that’s one
of the iOpeners we took home from
the IBM meeting in late November.
The nine iSeries customers we
interviewed for this iWhitepaper
have added several more.
Take It to Schools, Universities
Teaching it in colleges and
universities is one IBM business
partner’s suggestion that goes
beyond the obvious – advertise,
advertise, advertise…
“I think a lot of younger IT folk
are totally unaware of it,” said John
Schiff, PeopleSoft’s General
Manager of J.D. Edwards World. “If
you look at the universities, I don’t
think they get any exposure to it.”
He added that the same is true
nowadays of mainframes, too. “Yet
if you look at the very high volumes
of transactions, these are the only
platforms that have the scalability
and the reliability to do that.”
Indeed, given the preponderance
of PCs and Windows at schools and

universities, and a dearth of the
iSeries and mainframes, is it any
wonder that there is a groundswell of
demand for Windows and Intel
among users?
The way to reverse that trend is
for IBM to market the iSeries and
mainframes for the long haul, not
just for quarterly results. And that
means take it, give it, teach it, praise
it… make teachers and students love
it as much as they love their
Windows or iPods. And maybe then
they’ll also make their iSeries
indispensable when they realize that
they don’t necessarily have to look
at the world through cracked
windows.
Take It to ISVs
Taking the iSeries to the ISVs
and showing them how it can make
money for them is another way of
giving this product line a boost.
The iSeries got such a boost in
late February when IBM announced
that it would significantly increase
its investments to engage nearly 10
times as many partners developing
software applications for the iSeries
platform.
IBM said it would now provide
up to $50,000 in incremental
services to more than 2,500 software
partners and application tool
developers to create and deliver
innovative business solutions on the
iSeries platform for midrange
clients.

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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“We wanted to smash the
barriers that stand in our partners'
way and accelerate their ability to
deliver critical innovation,” said
Mark Shearer, general manager,
IBM iSeries, in a release. “By
expanding our support from
hundreds to thousands of iSeries
partners, IBM expects to open up a
floodgate of innovation from thirdparty software vendors and
developers who are eager to create
on demand applications for the
rapidly growing small and medium
business market.”
The ISV programs, such as this
one, are music to the ears of the
iSeries customer fans, as you can see
in the Fan(fare) section of this
report.
IBM’s SMB Focus
The IBM SMB Express offering,
also enhanced in February, is
another crowd pleaser for both ISVs
and customers. It shows IBM is
serious about the small and medium
business (SMB) market.
The “iSeries Initiative for
Innovation” is designed to foster the
growth of new, innovative solutions
for iSeries customers. IBM teaches
its partners how to make their

customers more efficient and
adaptable.
This initiative is about enabling
the solution providers with resources
they need to enhance their
application portfolios. The enhanced
applications will then help customers
meet today's business challenges and
reach their business goals.
IBM Global Financing also
pitches in with a virtually instant
credit approval, something that’s
sometimes a problem in the SMB
market. And both IT providers share
in the services revenue that results
from deployment of an IBM product.
So it’s a win-win deal. Just like
the 520 Express Edition, another
IBM SMB offering. Designed for
small to medium-sized businesses, it
can consolidate Windows and UNIX
servers providing the capability to
run a business and not a “server
farm.”

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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Some iSeries (Fan)Fare
Some iOpeners from iSeries interviews conducted with customers and
ISVs from all over the U.S. and the world:
The most consistent recurring iOpeners emanating from interviews with
customers and ISVs from three continents has been that the two greatest
virtues of the iSeries are:
♦ Low total cost of ownership
♦ Great reliability
And both due to the integrated nature of the iSeries.
“Its (the iSeries’) greatest value is in its integration,” said
John Thomas, Operational Services Manager at Flintshire
County Council, in the United Kingdom. “That gives us the
flexibility to move applications around and add new ones.” And that means
that the iSeries requires only one-fourth of the resources that
Windows/Intel or Unix platforms take to support them, according to the
Flintshire County experience.
“The iSeries is the greatest; the strongest in banking
applications,” said Andreas Susetyo, Senior Executive Vice
President and Chief IT Officer at Bank Mandiri, Indonesia’s
largest bank. “Its integration is one of the critical things for us. Everything
we need is there… stability, security, scalability.”
“We collapsed two AS/400s and four Intel servers into one
iSeries model 825,” said Adam Phillipps, Director of
Technical Architectures at PennEngineering in Danboro,
Pennsylvania. This alone saved the company about $114,000 in annual
lease costs. “Plus we were able to get our resources back. We had been
spending so much time on the Intel platform supporting it, we couldn’t use
them for too much of anything else.”
Asked how he felt about his iSeries from a 16-year
perspective as an early AS/400 customer, Nigel Fortlage, Vice

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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President of Information Technology at GHY Intl. in Winnipeg, Canada
replied, “it was the most wonderful decision I ever could have made.”
“We’ve never had an unscheduled down since Nov 5,
1998,” the date of the initial iSeries installation, boasted Lin
Thomason of Great Southern Bank in Springfield, Missouri. As a result,
“we’re a happy customer in a stable environment,” he added.
“The iSeries is the most price-effective banking solution
from the standpoint of the total cost of ownership,” said Dr.
Raymond Kwong, Managing Director at Silverlake, the
Malaysia-based leading supplier of core banking solutions with over 35%
market share in Southeast Asia.
“One AS/400 system, for example, has been running for
nine years, and never gave us one day of trouble,” said Ken
Andre, Vice President & CIO at Greif Inc., a global packaging company
from Delaware, Ohio. “Wouldn’t it be nice if every platform had the
qualities of the iSeries?” Greif’s IT leaders asked themselves before
embarking on a server consolidation project. In Phase 1, the company
consolidated 50 servers into one data center. In Phase 2, Greif consolidated
17 servers into a single IBM eServer i5 Model 570 iSeries server. “The
Windows platform became the most expensive,” Andre concluded.
“The iSeries has been a very strong; very solid platform for
us, said Tony Wormington, President, Jack Henry and
Associates, in Monett, Missouri. “It has had little to no down
time whatsoever. It does a fabulous job for our customers. It is absolutely
rock solid.”
“There has never been a better time in the world to be an
iSeries salesman or an iSeries business partner,” said Brian
Angle, a Nashville, Tennessee-based Vice President of Sales for an iSeries
business partner – CMS Software of Toronto, Canada – with 500
customers in 12 countries. “If you’re loyal and honest, you’ll never find
another better partner to treat you back” (the same way), he added,
addressing a teleconference of IBM business partners in November 2004.

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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"Mid-market companies have distinct needs that are often
overlooked by vendors," said Thomas Baur, Vice President,
global ERP initiative, SAP AG, Germany. "With mySAP ERP
(a new offering)… SAP supports IBM's complementary iSeries offering,
which provides mid-market customers with reliable technology and flexible
adoption options that meet business needs at a low cost."
“One of the great strengths of the iSeries is that it comes
along with great technology; and makes it transparent to the
user,” said John Schiff, General Manager of J.D. Edwards
World at PeopleSoft in Denver, Colorado. “Over the years, IBM has done
a phenomenal job with that architecture - increasing the underlying horse
power so dramatically without having to recompile; without having to
rewrite; without having to do a lot of stuff from the software point of view…
And it just works! I am very impressed.”
Schiff added that the greatest advantages that the iSeries offers relative
to other platforms are total cost of ownership and great reliability. “If you
look at just the hardware prices, that is not necessarily apparent,” he said.
“You must look deeper to see the beauty of the iSeries.”
And that’s exactly what we set out to do… “look deeper to see the
beauty of the iSeries.”

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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Flintshire County
United Kingdom
“Its (the iSeries’) greatest value is in its integration,” said John Thomas,
Operational Services Manager at Flintshire County Council, in the United
Kingdom. “That gives us the flexibility to move applications around and
add new ones.” And that means that the iSeries requires only one-fourth of
the resources that Windows/Intel or Unix platforms take to support them,
according to the Flintshire County experience.
Flintshire is a small North Wales
county with a population of 147,000
people (see the map). It employees
7,500 civil servants, including
teachers. It is supported by a local
property tax (“council tax”), as well
as by a share of
the national
(“central”) U.K.
government
revenues.
Flintshire
provides social
care, education,
highway
maintenance, and housing benefits to
the poor, among other services. As a
unitary authority, Flintshire offers
around 750 separate public services,
and provides some 350 businesscritical systems to support them.
Founded in 1996, Flintshire has
been a predominantly IBM shop, but
not solely. Originally it was a mishmash of technologies. The Shire had
an IBM mainframe (3081), an
AS/400, a Unix-based facility
management service, several Sun

Microsystems boxes, and
Compaq/Novell file servers.
That’s when John Thomas, the
operations manager, recommended
to Chris Guest, the head of IT, that
Flintshire standardize on IBM
platforms, thus
giving it more
purchasing
power.
“We sort of
put all our eggs in
one basket to get
better discounts,”
Thomas admitted.
In 1997, Flintshire added and
RS/6000 to its servers. A year later
(1998), it eliminated the mainframe
and moved those workloads over to
the two AS/400s. It also took out
the Sun systems, moving those
applications to the RS/6000.
Asked why Flinthire chose the
iSeries platform, Thomas replied,
“Its greatest value is in its
integration,” he said. “That gives us
the flexibility to move applications
around and add new ones.”

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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In November
2004, for example,
they moved some
Unix (AIX)
applications to the
iSeries. “These
were fairly large
and important
applications, such
as payroll, housing
benefit
management, etc.” he said. “We
went live in three days!” he gloated.
“And it was all completely
transparent to the users.”
In 2001, Flintshire added its first
xSeries (Netfinity). “The Windowsbased applications grew from the
grassroots - by popular demand,”
Thomas noted. “So the IT function
embraced them and added them to
its fold.”
Windows in Through Back Door
It was a story we were to hear
over and over again from many
customers on all three continents.
Microsoft’s and Intel’s excellent
marketing to non-IT professionals
had forced their solutions onto the
reluctant IT professionals. It was a
classic case of a cheap hamburger
sizzle winning over the delicacy of a
chateaubriand.
Perhaps the IT professionals
should have known better. But they
are human. And being human, many
yield to pressures, both from the top

and the bottom of their corporate
hierarchies. C’est la vie.
What usually follows is cost
overruns and/or user complaints
about the service reliability.
Whereupon the senior management
typically command the IT function
to reign in the costs and improve
service quality.
Solution: Server Consolidation
Enter a “server consolidation” –
another phrase that we were to hear
over and over again from the
customers we interviewed.
The Shire is now in a process of
consolidating all its workloads on
the two iSeries (570 Models) and the
xSeries. The iSeries models were
the upgrades from Models 825,
which were upgrades from Models
820.
And how did the upgrades to the
new eServer i5 technology work
out?
“We’re very happy,” Thomas
replied. He added that they were
“quite apprehensive” before the

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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upgrades, and did a lot of planning
and soul searching. But “they were
executed by IBM engineers and our
staff in two six-hour slots. Our users
never knew that anything had
happened, which is the greatest
compliment to the iSeries.”
The Shire is also running a
Linux partition on the new eServer
i5 servers now that to the users looks
like a Windows file server. It’s a
win-win solution. Each group is
Platform

(Windows applications), while the
IT professionals get control and
stability that a platform like the
iSeries gives them.
And the management get what
they had asked for – better cost
effectiveness and better service.
Referring back to what he had
said earlier – that the greatest value
of the iSeries is in its integration –
Thomas provided additional data to
support it (see the table).

Flintshire Country Council
Computing Power
(share of total)

iSeries
60%
Unix-based (being phased out) 20%
Intel-based
20%

Support Staff
1/3 (3 people)
1/3 (3 people)
1/3 (3 people)

happy. The users get what they want
So 80% of Flintshire’s
computing power is being supported
by only one-third of Flintshire’s IT
resources. The one-third currently
supporting the pSeries will be soon
deployed on new application
development.
One can conclude, therefore,
from the above that the iSeries is
four times as cost effective as the
Windows- or Unix-based
platforms!

And how important is the iSeries
now for Flintshire’s current and
future IT plans?
“It’s absolutely vital,” he said.
“The value of those boxes is
astronomical to us… it’s in millions
of dollars. But the way the three
IBM platforms work together is
absolutely key to us.”

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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Bank Mandiri
Indonesia
“The iSeries is the greatest; the strongest in banking applications,” said
Andreas Susetyo, Senior Executive Vice President and Chief IT Officer at
Bank Mandiri, Indonesia’s largest bank. “Its integration is one of the
critical things for us. Everything we need is there… stability, security,
scalability.”
Bank Mandiri is the largest bank
in Indonesia with over 7 million
accounts and 730 branches that
process over 750,000 transactions
every day. It is a full service bank
that offers all the modern bells and
whistles – online Internet banking,
ATMs, mobile computing and
telebanking, etc.
The bank was formed in 1998
when four financial institutions
merged
into one.
At the
time, they
had nine
different
core
banking
platforms
as
standalone
systems
with distributed databases.
Asked why they chose the
iSeries for their platform, Andreas
Susetyo, Senior Executive Vice
President and Chief IT Officer, said

that they used “many consultants” to
help them evaluate various
applications and vendors before
choosing Silverlake (an ISV) and the
AS/400 platform.
“The iSeries is the greatest; the
strongest in banking applications,”
Susetyo said. “Its integration is one
of the critical things for us.
Everything we need is there…
stability, security, scalability.”
Like
Flintshire
County, Bank
Mandiri went
through a
major
consolidation
project. By
1999, they
converted
their old
disparate
systems to 155 AS/400s. Then they
shrank them to 41 in Phase 2 (Mar
2001). And then again to 11 in
Phase 3 (Oct 2002 (see the charts on
next page).

© Copyright 2005 by Annex Research, Inc. All rights reserved.
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Susetyo said that,
after a joint planning
Strategic Focus and Goals
session with IBM, he
5 Key Strategic Focus
Strategic Objectives
Goals
was impressed with
the new eServer i5
Leading
technology embedded
Universal Bank
in the iSeries servers.
“So far, we’re
satisfied,” he said.
Deliver
Superior
“But the downside is
Financial
Performance
the perception of a
negative image that
the iSeries has
acquired. And that’s
important to change,” he added,
Indeed. A mismatch between
especially given that technology is
the iSeries quality and its public
one of the five key strategic
image was another recurring theme
initiatives for the bank (see the
during our customer interviews.
chart).
Consolidate corporate
banking leadership

Grow loan portfolio and shift
assets to higher yielding
loans from government bonds

Elevate SME and
consumer banking

Strengthen risk
management systems

Ensure all loan growth takes
place in a risk-controlled
environment

Enhance use of
technology

Optimize the bank’s
infrastructure to support
growth

Focus on value-added
business

Strengthen fee-based income
sources
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PennEngineering
Pennsylvania, USA
“We collapsed two AS/400s and four Intel servers into one iSeries model
825,” said Adam Phillipps, Director of Technical Architectures at
PennEngineering in Danboro, Pennsylvania. This alone saved the
company about $114,000 in annual lease costs. “Plus we were able to get
our resources back. We had been spending so much time on the Intel
platform supporting it, we couldn’t use them for too much of anything else.”
PennEngineering has been in
business since the early 1940s. They
are a manufacturer that makes
fasteners primarily for the
electronics industry. They have
about 400 employees and about $250
million in 2004 revenues.
They’ve had the AS/400 for
about 13-14 years, but have only
recently (in the last two years)
switched from Intel (Windows 2000)
servers to the iSeries. Phillips
himself initiated and drove the
process of consolidating the two
AS/400s and six Intel servers into an
iSeries system.
They had found the Intel server
instability was negatively impacting
their business and causing computer
user dissatisfaction within the
company. So they choose to move
their PeopleSoft (“J.D. Edwards
ERP1 (now owned by Oracle”)
applications to the iSeries.

1

Another Server Consolidation
Currently, PennEngineering runs
two ERP applications on the iSeries
(PRMS for manufacturing, and J.D.
Edwards EnterpriseOne for
distribution). The PRMS system has
always run on the AS/400 (for about
14 years), Phillipps explains, but
PennEngineering started running
originally the JDE software on an
Intel platform in October of 2001.
As the company approached the end
of the lease on the Intel equipment,
Phillipps realized that they could
consolidate the AS/400s and the
Intel equipment into one new iSeries
System. And save money by doing
it. That was completed in March
2004.
“We collapsed two AS/400s and
four Intel servers into one iSeries
model 825,” he said.
This alone saved the company
about $114,000 in annual lease costs.
“Plus we were able to get our
resources back,” he said “We had
been spending so much time on the

ERP = Enterprise Resource Planning
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Intel platform supporting it, that we
couldn’t use them for too much
anything else.”
Happy Users
And it also produced a slew of
other benefits. Phillipps said that the
iSeries’ high reliability, low cost to
run it, and the system stability were
the main reasons for the change.
“But the customers satisfaction has
been also much improved,” he
added.
“We were pretty dissatisfied
with the Intel servers,” he continued.
“It was definitely a cultural change
for our users. Now that we’ve
switched over (to the iSeries), they
don’t really have to talk to us
anymore, so they can do their work,”
He added that the
PennEngineering users now take the
systems good performance for
granted.
“When we installed a memory
upgrade a while ago and the
performance deteriorated slightly
during the process, we got an earful
from our users,” he said.
More Granularity
PennEngineering is looking into
upgrading to an eServer i5 server
right now. “But there is no upgrade

path that’s expandable. The 550 (4way) system is too small; the 570 (6way) is way too big,” he said. “We
need something in between,” he
added.
We suggested that over time,
IBM would probably “fill in the
gaps” and make the iSeries more
granular. That’s typically what IBM
has done in the past when it
introduced new technology, we
explained.
From there followed the answer
to our question about what IBM
needed to do to make Phillipps
invest even more money in the
iSeries.
“Make it more granular, more
modular,” he replied.
A Great Box
Asked how important the iSeries
is for his business, Phillipps said,
“we couldn’t run the business
without it. We would need a lot
more Intel servers and a lot more
staff to be able to do what we’re
doing with the iSeries.”
“The iSeries is a great box,” he
added. “Its reliability speaks for
itself. We’re the living proof of
that.”
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GHY Intl.
Winnipeg, Canada
Asked how he felt about his iSeries from a 16-year perspective as an
early AS/400 customer, Nigel Fortlage, Vice President of Information
Technology at GHY Intl. in Winnipeg, Canada replied, “it was the most
wonderful decision I ever could have made.”
Founded in 1901 as George H.
Young & Co, GHY Intl. is now a
fourth generation privately-held
business. They act as customs
brokers, dealing mostly between
Canada and the U.S.
By all accounts, GHY Intl. is a
true SMB (Small and Medium sizeBusiness – usually depicted as a
company between $100 million and
$1 billion in revenues). Which is
why its story carries extra weight.
For, it typifies the iSeries’ largest
market.
“We work very hard to not
become disintermediated in the
international trade process by adding
value to our clients,” says Fortlage, a
16 year-company veteran.
The company has three IT
professionals, including himself, the
head of IT.
Tail Wagging Dog
GHY is another old time
customers. The company has had an
iSeries installed since 1989. An
AS/400 Model B35 was their first
system. But they didn’t actually
choose the platform.

“It was a case of tail wagging the
dog,” Fortlage explains. “We chose
the application software. It so
happened that it was running on an
AS/400.”
“Now we’re into many
applications and many more
operating systems that I ever thought
possible,” he adds. “And we’re
using them all”
Currently they have two iSeries
servers – a Model 270 (single 1way) and a Model 820 (4-way).
“And how do you feel about the
decision now, from a 16-year
perspective?” we inquired.
“It was the most wonderful
decision I ever could have made.”
Another Back Door Windows
GHY did not even consider other
platforms. Ever. But they found
their way into the organization
anyway. “Over the years, we have
accumulated three other ones –
Windows 2000, Linux and now
AIX, too,” Fortlage said.
“Windows just kind of
happened,” Fortlage said, echoing
other customer experiences with
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Microsoft software. “But with
Linux, I drove the boat, using it for
low-budget R&D,” he added.
“We’re eight-year Linux
veterans,” he boasted. “It started as
strictly e-mail, and it has blossomed
from there.”
Likes New eServer i5 Technology
“I am very excited about the
(eServer) i5 servers,” Fortlage said.
“We’re currently talking to IBM
about extending the gains we made
during the server consolidation in
2002 and 2003.”
Here we go again… another
“server consolidation” story.
The GHY IT boss went on to
elaborate about how he could never
afford to consider redundancies
because of prohibitive costs. “Now,
we’re for the first time at a price
point (with the eServer i5 servers) I
can actually afford to look into
putting up my own hot site.”
And he is looking at running all
four operating systems (Windows,
Linux, AIX and OS/400) under a
single platform.
Translating Tech to Business
Asked how important has the
iSeries become after all this time,
Fortlage went back to his server
consolidation project in 2002-2003
in answering this question.
“Over the years, I have received
many marketing messages from
IBM,” he said. “Not once, however,

in the last 15 years of many product
and other announcements from IBM,
did they connect their messages to
my business. ‘And this is what it
means to your business’-message
was always missing.”
“It took me three years before I
finally understood what Lotus
Domino meant for my business,” he
lamented.
He added that he now often
speaks to other customers on IBM’s
behalf, and finds that most of them
have the same problem. He said he
is very well plugged into Rochester
and IBM developers’ 18-month plan.
“They are very good at
technology,” he said. “The problem
is that nobody understands it” (what
the IBM technology means for a
customer’s business).
Hail to Personal Relationships
What saved the account and
rekindled the business with IBM
“was my personal relationship with
an IBM SE, the only one left in
Winnipeg after they pulled out the
sales reps,” Fortlage explains.
He said that telemarketing calls
just don’t work. “I need hands-on
help, not just someone calling me
twice a year to ask if I wanted to buy
something.”
So assuming that IBM has
learned the lesson, what to they need
to do now to make GHY keep on
investing even more money in the
iSeries?
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“Keep working with me the way
they have during the server
consolidation project,” Fortlage
replied. “It was the first time they
sat down with me went over what I
really needed for my business. And
the results were tremendous.”
He said that they used to spend
about $70,000 on upgrades every 22.5 years. But that jumped to
$160,000 in 2003, more than double
the usual amount, as a result of the
server consolidation project. Yet
GHY is still saving tons of money in
their business.
Hail to IBM Global Services
We asked him if he would pay
for such a consulting service if IBM
were to offer it, or recommend it to
other customers.
He said he did pay for some of it.
And that he would definitely
recommend it to others.
And what if the service were
offered by an ISV or some other
IBM business partner?

“I do not have a high regard for
ISVs or business partners,” Fortlage
replied. “They are always after their
golden nugget first and foremost.”
He said that business partners
always want the piece of business
that fits them the best, but they never
go beyond that or partner (with
others) to deliver the solution.
“In my case no one could
perform all services we needed, so
we contracted with Global Services
who would oversee or deliver all
services. They were the only one
who stepped up to meet our needs.”
Overall, GHY has had
“wonderful” experiences in dealing
with IBM Global Services, Fortlage
said. He cited the Domino
installation and training as one of
them, plus several others.
“They ended up subcontracting
some of that work, but maintained
the overall control,” he said. “And I
was happy with the result.”
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Great Southern Bank
Missouri, USA
“We’ve never had an unscheduled down since Nov 5, 1998,” the date of
the initial iSeries installation, boasted Lin Thomason of Great Southern
Bank in Springfield, Missouri. As a result, “we’re a happy customer in a
stable environment,” he added.
Great Southern Bank has $1.85
billion in assets and over 600
employees in 31 locations. The bank
serves some 80,000 to 90,000
households as its customers.
The bank has had an iSeries
installed since
November 5, 1998.
Their first system was
a Model 620. Prior to
that, they were using
the A-series Unisys
mainframes.
Lin Thomason is
the head of IT at the
bank. His personal
background is also in
mainframes. Yet
after six years as an iSeries
customer, Thomason is full of praise
for this computer platform.
“We’ve never had an
unscheduled iSeries down since Nov
5, 1998,” he lauded the product’s
reliability and stability.
He probably did not know it, but
he was not unique in this respect.
The product’s great reliability and
stability have shone through all our
interviews.

Asked what other platforms he
had considered before selecting the
iSeries, Thomason replied that he
had not.
“IBM has always had a clear
path ahead, so we had no reasons to
look elsewhere,” he
explained.
And why did he
choose the iSeries
among the IBM
platforms?
Once again, the
answer was he did
not. He chose the
application software.
In Great Southern
Bank’s case, that was
Jack Henry software. Which ran
only on AS/400s at the time (1998).
Now the bank runs all of its core
banking applications on the iSeries.
And what about the new eServer
i5 servers?
The bank has upgraded its Model
820 to a new Model 810.
“We’re a happy customer in a
stable environment,” he summed it
up.
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Silverlake
Malaysia
“The iSeries is the most price-effective banking solution from the
standpoint of the total cost of ownership,” said Dr. Raymond Kwong,
Managing Director at Silverlake, the Malaysia-based leading supplier of
banking solutions with over 35% market share in Southeast Asia.
The Malaysia-based Silverlake is
an Independent Software Vendor
(ISV) in the banking sector.
Founded in 1989, Silverlake now has
a staff of over 1,000, with offices in
10 countries in Southeast Asia,
Middle East, Europe and the U.S.
“We are the leading supplier of
core banking solutions in Southeast
Asia (ASEA) with over 35% market
share,” said Dr. Raymond Kwong,
Managing Director at Silverlake.
Their first banking customer
(Hong Leong Bank) had 200,000
accounts back in 1989. Now that
Malaysian bank has four to five

million accounts. And the iSeries
has been its banking platform of
choice all along.
Two of the three largest
Singapore banks are also Silverlake
customers, as are the top six banks in
Indonesia, and five of 10 biggest
Malaysian banks. The company is
now also expanding into China.
Best Banking Platform

Silverlake did look at other
platforms in late 1980s before
choosing the iSeries.
“Unix was coming on strong, but
there was no unified environment,”
said Tan Soo Eng, also
iSeries Enables Silverlake To Provide Cost Effective
Banking Solution With MainframeMainframe-Class Computing
of Silverlake, who
Capability
joined our interview
; Easy to Manage and Low Cost of Operation
while enroute to
; Highly Secured
Thailand. “Too much
; Scalable Performance
integration was needed
; High Reliability
before we could even
; Worldwide >800,000 iSeries Deployed
start our software
development.”
In the end, “we
Silverlake work closely with IBM Labs at Rochester (USA) and Montpellier (France) on
could not find a more
Optimising Application Performance
compelling solution,”
he summed it up.
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Great Scalability
Silverlake (the original IBM
code name for the AS/400) has been
able to scale up the iSeries
applications so well that their largest
customer now is a bank with 40
million accounts and 4,000 branches.
The eServer i5 models are “a
natural evolution from the previous
AS/400 technologies,” Dr. Kwong
said.
Based on the tests they and their
customers conducted using the 595
technology, they could now scale up
to maybe 200 or 300 million
accounts, according to Dr. Kwang
(see the performance chart).
Displacing Mainframes?

migrated to the iSeries from the
zSeries,” he said, backing up his
enthusiasm for the iSeries (see the
chart).
“Perhaps the largest banks in the
world may be too big for the
iSeries,” he eventually conceded.
But he said that with the new
eServer i5 or i6 technologies, even
those barriers may not be out of
reach.
And what would IBM have to
say about it?
“Let the best man win,” would
hopefully be Big Blue’s answer.
With profit margins now comparable
between the “i” and the “z” servers,
IBM is in an enviable position of
being able to win no matter which
platform a customer chooses, as long
as it is blue, of course.

So what’s there to stop the
iSeries from siphoning off IBM’s
best mainframe
Successfully Executed Major Core Banking Migrations to
Replace Our Customers’ Existing Platforms and Solutions
banking accounts?
Not much,
according to Dr.
- Alltel (Systematics)
4 Customers
Kwong. He implied
- Fiserv (ICBS)
2 Customers
that almost anything
- System Access (Symbols) 3 Customers
one can do on
- IBM (CBS, SAFE)
4 Customers
- Tandem (BASE 24)
3 Customers
mainframes in the
- CSA (Sun RBS)
1 Customer
banking world, one can
- ACT Kindle / MKI
3 Customers
do better on the iSeries.
- Other Small / Non Established Vendors
“About a quarter of
our customers have
Mainframe

AS400

UNIX

Tandem

Page 14
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Greif Inc.
Ohio, USA
“One AS/400 system, for example, has been running for nine years, and
never gave us one day of trouble,” said Ken Andre, Vice President & CIO
at Greif Inc., a global packaging company from Delaware, Ohio.
“Wouldn’t it be nice if every platform had the qualities of the iSeries?”
Greif Inc. is a classic example of
a 128-year old company, whose rich
heritage mirrors that of American
business (see the History clip at the
end of this interview). But Greif is
now streaming ahead as a leading
edge global competitor thanks in part
to the technological edge the iSeries
is giving it.
A worldwide leader in industrial
packaging, the company boasted
2004 revenues of over $2.1 billion
with over 175 operating locations in
more than 40 countries and about
9,500 employees. Greif went public
in 1926 and is still publicly traded.
Greif’s customers are major
chemical companies.
Following a series of
acquisitions, Greif has used the
iSeries to simplify management and
lower the cost of a growing IT
infrastructure of Intel, UNIX, and
AS/400 servers running multiple
applications and workloads. By
consolidating disparate IT
infrastructures onto a single 570
server, Greif has improved
management control and reduced its
IT infrastructure costs by 40%.

Growth by Acquisitions
Greif has grown of late by
acquisitions. In 2001, Greif
purchased Van Leer Industrial, a
business based in The Netherlands,
from Huhtamaki Van Leer. This
acquisition doubled the size of Greif.
Van Leer’s beginnings date back to
1919 when Bernard Van Leer
founded a small company producing
cans and boxes in The Netherlands.
The company later became Royal
Packaging Industries Van Leer NV
and grew to be a global industrial
packaging leader.
Following the acquisition, the
company integrated the identity of
its businesses, established a new
global brand mark that is used today,
and renamed the company Greif, Inc.
Decentralized Company
Greif used to be a very
decentralized company with many
disparate IT platforms.
“One AS/400 system, for
example, has been running for nine
years, and never gave us one day of
trouble,” said Ken Andre, Vice
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President & CIO. The company also
had some AS/400s in Latin America
and Europe.
But most of their main
Enterprise Resource Planning (ERP)
applications had been running on HP
and Unix since the late 1990s.
Because the iSeries can now run
Unix, it was an ideal system for the
server consolidation project that
Greif had embarked on after
acquiring Van Leer.
“Wouldn’t it be nice if every
platform had the qualities of an the
iSeries?” Andre said they asked
themselves.
Another Server Consolidation
In Phase 1, the company
consolidated 50 servers into one data
center. In Phase 2, Greif collapsed
17 servers into a single eServer i5
Model 570 server.
“The Windows platform became
the most expensive,” Andre
explained. The company also used
to run HP servers (Unix). Now they
are both out the window at Greif.
And how did it all work out?
“We’re really delighted with the
(eServer) i5 server,” Andre said.
“We have four partitions. It’s
amazing what it can do on its own.”
Andre added that the response
time at the user lever has also been
excellent.

iSeries “Extremely” Important
So how important has the iSeries
become for Greif’s stated global
mission – being the best packaging
company in the world?
“Extremely,” Andre replied.
“Our chairman is driving the
improvement of our business
processes in an effort to make us a
truly global company serving global
customers. And the iSeries is the
foundation of all that.”
What does IBM need to do to
make you invest even more money
in the iSeries?
“There are some edges that IBM
can smooth out,” Andre said. “Greif
wants to see an integrated-type blade
center, for example.” And they want
support for BRMS, which Andre
thinks “is an outstanding tool,”
better than the Tivoli solution that
IBM is offering.
“Total Radio Silence”
And what’s been HP’s response
to IBM displacing its servers?
“Total radio silence,” Andre
replied. “Carly Fiorina never called.
Ann Livermore never called. They
never conducted a loss review. They
never understood Greif’s change in
style and strategy.”
In other words, HP got
complacent as an incumbent. And
complacency will bite you every
time in an industry as competitive as
the IT.
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Greif History Clip
The year was 1877, and America
was enjoying an unprecedented
boom. With money in seemingly
endless supply, Americans were
buying every kind of product
imaginable. Often they relied on the
ancient art of the cooper to protect
exotic imports and exports, food
staples and liquid and dry goods.
Greif traces its roots to
this environment and a
cooperage shop, "Vanderwyst
and Greif," co-founded by one
of four Greif brothers in
Cleveland, Ohio. One year
after its founding the other
three Greif brothers were invited to
join the business, renamed Greif
Bros. Company, making wooden
barrels, casks and kegs. All bulk
foods were shipped in barrels - from
potatoes and apples to flour, sugar
and even fine wines. Early Greif
kegs were so strong that they were
used to deliver heavy spikes to the
westward-expanding railroads.
As the cooperage business
flourished, Greif purchased nearly
300,000 acres of timberland to
provide raw materials for our plants.
These forests, located in the
southeastern United States and in
Canada, are still under Greif
ownership and management.
Following World War II, the
United States experienced another
economic surge that brought many
new developments to the packaging

industry. Although 50% of Greif
sales were still cooperage, the
market seemed ripe for containers
that were lighter in weight than
wooden barrels.
In the mid-1940s, Greif launched
a fibre drum business, which
launched a major corporate
renaissance.
In 1951, the company moved its
headquarters from Cleveland to
Delaware, Ohio, just north of the
state capital of Columbus. Later
in the 1960s, it changed the
company name to Greif Bros.
Corporation.
In 1998, Greif bought the
industrial packaging business
from Sonoco Products Company, a
U.S.-based company, which made
Greif the North American leader in
industrial shipping containers.
In 2001, Greif purchased Van
Leer Industrial, a business based in
The Netherlands, from Huhtamaki
Van Leer. This acquisition doubled
the size of Greif. Van Leer’s
beginnings date back to 1919 when
Bernard Van Leer founded a small
company producing cans and boxes
in The Netherlands. The company
later became Royal Packaging
Industries Van Leer NV and grew to
be a global industrial packaging
leader.
Following the acquisition,
established a new global brand mark
that is used today, and renamed the
company Greif, Inc.

© Copyright 2005 by Annex Research, Inc. All rights reserved.

(An excerpt from Greif’s web site).

28

An

Whitepaper: An iSeries Revival

Jack Henry and Associates
Missouri, USA
“The iSeries has been a very strong; very solid platform for us, said
Tony Wormington, President, Jack Henry and Associates, in Monett,
Missouri. “It has had little to no down time whatsoever. It does a fabulous
job for our customers. It is absolutely rock solid.”
Jack Henry and Associates
(JHA) was formed in 1976;
incorporated in 1977, by Jack Henry
and Jerry Hall. Its stock has been
publicly traded since 1985. Now,
JHA is one of the Top 100 Small
Businesses in America.
Its 2004 revenue was $467
million, with net income of $62
million. The company provides core
processing solutions for a broad
range of community banks and credit
unions.
JHA’s roots stretch deeply into
the iSeries platform and its
predecessors.
The original banking software
was developed for a S/32, a product
IBM launched in the early 1970s. In
1988, JHA ported its software from a
S/38, an upgrade from a S/32, to the
AS/400. At the time, the software
was named “Silverlake Systems,”
after the AS/400 code name.
The other (Malaysian) Silverlake
ISP, also mentioned in this report,
was originally associated with JHA.
But the two companies split up and
went their independent ways quite a
few years ago, according to Tony
Wormington, President of JHA

Wormington said that JHA chose
the iSeries platform “because it was
the lowest cost IBM solution
available at the time” (in the mid1970s).
Also in Services Business
Since that time, the company has
also developed banking software that
runs on Windows, AIX, OS/400 and
i5/OS platforms. That’s “because
it’s important being able to compete
when some customers want to buy
Windows,” Wormington said.
JHA is also in the outsourcing
business – providing services on a
contract basis that run on the xSeries
(running Windows 2000 or XP),
pSeries and iSeries servers.
Their credit union application
(EPISYS), for example, runs on
Unix (pSeries) servers.
“Rock Solid” Platform
Asked what he thought of the
eServer i5 platform relative to the
other ones, Wormington hedged
answering that question.
“It’s a little bit difficult to
answer it,” he said. “I have to come
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up with a political(ly correct) answer
to as not to create concern by our
pSeries and xSeries customers.”
But then he just spoke his mind
anyway.
“The iSeries has been a very
strong; very solid platform for us. It
has had little to no down time

whatsoever. It does a fabulous job
for our customers. It is absolutely
rock solid.”
And how important is the iSeries
for JHA?
“It is crucial to the future of our
business.”
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PeopleSoft (now owned by Oracle)
Colorado, USA
“One of the great strengths of the iSeries is that it comes along with
great technology; and makes it transparent to the user,” said John Schiff,
PeopleSoft’s General Manager of J.D. Edwards World in Denver, Colorado.
“Over the years, IBM has done a phenomenal job with that architecture increasing the underlying horse power so dramatically without having to
recompile; without having to rewrite; without having to do a lot of stuff from
the software point of view… And it just works! I am very impressed.”
PeopleSoft is a household name
Low Cost of Ownership, Great
in the corporate sector of the
Reliability
software industry. At least it was
until it was acquired in December
Asked why the ISV chose the
2004 by Oracle, after an 18-month
iSeries platform, Schiff replied with
battle.
an familiar refrain by now: “Low
One of the best-kept “secrets”
total cost of ownership and great
about PeopleSoft, however, a
reliability.”
company renowned for its large
“If you look at just the hardware
enterprise software applications, has
prices, that is not necessarily
been its prominence in the SMB
apparent,” he said. “You must look
market. With some 6,000 accounts,
deeper to see the beauty of the
it is IBM’s largest iSeries ISV
iSeries.”
(Independent Software Vendor).
Schiff added that, “new
PeopleSoft acquired most of
customers do not fully understand
them when it bought “J.D.
the cost of (a lack of) reliability on
Edwards”in May 2004, and with it
long term projects. I have (iSeries)
its iSeries installed base. John
customers who tell me they haven’t
Schiff, PeopleSoft’s General
had a failure in years. And that’s
Manager of J.D. Edwards World
something that’s not exactly
with whom we spoke in January
commonplace in the IT world.”
2005, came to PeopleSoft from “J.D.
And he should know. For,
Edwards” himself.
PeopleSoft also offers its software
“J.D. Edwards” wrote its original
solutions on AIX (Unix), Linux, NT,
(“BICARSA”) software for the S/38.
Oracle, IBM DB2, Sequel… and
The software has since been
other systems. As a major software
rewritten into a “full ERP solution”
vendor, they feel they need to cover
for the iSeries and for other
the gamut in order to be competitive.
platforms, too.
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Amazing Technology
Asked what he thought of the
new eServer i5 servers, Schiff
replied:
“It’s absolutely amazing to see
how this product has evolved. I
think one of the great strengths of
the iSeries is that it comes along
with great technology; and makes it
transparent to the user.”
PeopleSoft’s chief strategist
paused as if to gather his thoughts.
Then he continued…
“Over the years, IBM has done a
phenomenal job with that
architecture - increasing the
underlying horse power so
dramatically without having to
recompile; without having to
rewrite; without having to do a lot of
stuff from the software point of
view… And it just works! I am very
impressed.”
Schiff refused to give out any
numbers that would illustrate the
iSeries’ importance to PeopleSoft.
“It’s less important than it used
to be for ‘J.D. Edwards’,” he said.
“But it’s still an important part of
our business, and it’s a very
important part of our installed base.”
Poor Image: Biggest Challenge
And what does IBM need to do
to make you invest even more
money in the iSeries?
“The biggest issue is the
marketing challenge, the image…,”
he said. “They’ve taken some baby
steps – they advertise it. But I think

the marketing side is still the biggest
problem.”
Asked if he had an opinion as to
why a stellar product such as the
iSeries has taken on a poor image,
Schiff replied:
“IBM didn’t do a very stellar job
in the market perception of their
product. Products don’t sell
themselves. You have to put some
(marketing) effort behind them. The
best product may not win the race in
the long run.”
“The other thing is that a lot of
younger IT folk are totally unaware
of it. If you look at the universities,
I don’t think they get any exposure
to it.”
He added that the same is true
nowadays of mainframes, too. “Yet
if you look at the very high volumes
of transactions, these are the only
platforms that have the scalability
and the reliability to do that.”
Needs Services
The (customer) skills issue is
also a problem, he added. Like our
Canadian customer interviewee
(GHY Intl), Schiff advocated that
IBM needed to provide some iSeries
services as an add-on to the product
on an ongoing basis.
Unlike the GHY customer,
however, he thought that IBM
Global Services may not be to do it
“at a competitive price” due to its
overhead. Which opens the door to
independent entrepreneurs.
Enter the IBM SMB offerings.
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Post Nubilla Phoebus
(“after the clouds [comes] the sun”)
“IBM is experiencing a rebirth,” said Brian Angle, a Nashville,
Tennessee-based Vice President of Sales of CMS Software, a Toronto,
Canada-based iSeries business partner with 500 customers in 12 countries,
addressing a teleconference of IBM business partners in November 2004.
And the reason is that “customers buy applications, not boxes,” he added.
Most of the new applications
As a result, the Linux-driven
these days seem to be developed for
server revenue growth continues to
Linux, the cute “little penguin”
outpace that of the rest of the IT
that’s taking market
industry. And IBM
share away from giant
servers, including the
Microsoft.
iSeries, are the key
In mid-February
beneficiaries. Big Blue
2005, IBM announced
now commands a 37%
th
the 1000 Linux application using
share of Linux server revenues,
its Power technology, the fastest
equaling the combined total of the
growing part of its 6,000 Linux
next two largest competitors – HP
application portfolio being used by
and Dell (see the chart).
some 10,000 customers worldwide.
And the main reason for that is
And by 2007, IBM plans to double
that thousands of ISVs have now
that to 12,000 applications.
signed on to the Linux bandwagon.
They are creating new applications
and porting old ones to the new
Mecca of the IT industry.
As a result, the third quarter
Linux server revenues have jumped
by 56% to $1.3 billion, growing four
times faster that the Windows’ 13%
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increase, and nine times faster than
the total server market (+6%),
according to Gartner Group. It was
the fourth quarter in row that Linux
had mustered revenues of over a
billion dollars.
Evidently, the “little penguin” is
all grown up now. And the iSeries
is one of the platforms on which it is
happily dancing.

As you saw from our interviews,
small and large customers are now
embracing Linux, as are little and
big ISVs. IBM’s advertising and
marketing may have given the
iSeries revival an initial impetus.
But it will be the new applications,
such as those written for Linux, that
will give it sustained growth.

IBM Systems Revenues
$229B product lines! (1994-2003); trough in 2001; spurt in 2002-2006?

Recentralization,
reintegration and Linux biggest drivers of server
revival
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Like the Phoenix, the iSeries to Rise Again
The Phoenix Story
It is said that as early as 500 B.C., people believed in the Phoenix, a
legendary bird that would live for 500 years. Near the end of its life, the
Phoenix would build a funeral pyre for itself. As it began to die, it would lay
down on the wood; the wood would burst into flames consuming the
phoenix after the bird died. The Phoenix would emerge anew from the ashes
of the funeral pyre stronger and more beautiful than before living on for
another 500 years. Thus, the Phoenix, the ancient mythical creature that is
consumed by flames, only to be reborn anew, is another symbol of
transformation and rebirth. The transformation phase is similar to that of the
mythical creature the phoenix, which after burning on a pyre, rises
gloriously and triumphantly from the ashes to live again.
“Big Blue customers seem to be
‘going retro.’ And IBM servers are
experiencing a renaissance as a
result.
From a product
standpoint, “we’re in as
good a shape as we
have been in a long
time,” declared Bill
Zeitler, the senior vice
president who heads up
the IBM Systems
group, at a November 2004 IBM
conference in Austin, Texas. “It’s
been the most active year we’ve
ever had” in terms of technology
advancements.
Zeitler pointed out that, as a
result, IBM has been gaining
share of the server and storage
markets, along with Dell. In the
server market, IBM’s share is up
about 15 points since 2001, the

trough year for IBM servers (see the
chart).
And IBM continued to gain
market share in the fourth quarter.
For the full year 2004,
IBM's share of global
server revenues was up by
1.2%. The only other
vendor to have gained
share in 2004 was Dell,
with a 0.4% increase. Sun
Microsystems was the
biggest loser with a 1.1% decline in
its market share.
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The main reason is IBM’s
openness and willingness to embrace
within the Big Blue architectures the
“not invented here”-products and
ideas. And then drive hard to
differentiate itself from the
competition by innovation and bestof-breed technology. In other words,
IBM finally accepted and welcomed
the multivendor world in which its
customers live.
The process started about four
years ago (2001) with the top-of-theline zSeries mainframe servers. It
spread across other product lines
when IBM put all of its servers
under one roof, and appointed
Zeitler to head up the groups. Big
Blue never looked back. The
company has been reaping the
benefits ever since.
“When we were doing it the old
(proprietary) way, we lost market
share for 10 years,” Zeitler said.
“Now, we’ve regained it all in four
years.”

Revenues (US$ Mill)

So like the Phoenix, IBM servers
are rising again. But unlike the
Phoenix, there is nothing mythical
about their reincarnation. Their
resurgence is driven by customers’
desires to regain control over their
IT operations. And they are doing it
by recentralizing and reintegrating
their servers. And those are the
qualities in which both IBM and the
iSeries shine. Which is likely to
make the iSeries the new IBM
Phoenix in 2005 and 2006.
COMMON Sense
In late March 2005, we asked
Mary Lou Roberts, editor of the
iSeries Network News, who had
just returned from a COMMON
convention in Chicago, what her
impressions were relative to the
Toronto meeting six months ago.
“It was like night and day,”
Roberts replied. “The Toronto
COMMON was a religious
convention whose attendees
grumbled about their declining
numbers and a lack
of support from
IBM iSeries Revenues
IBM's most profitable servers shrink in 2004, to grow again?
IBM. In Chicago,
they were full of
Post Nubilla Phoebus: Return to
$5.0
Growth in 2005-2006?
praise for IBM and
$4.0
ready to do
$3.0
missionary work.”
$2.0
Today...
iSeries
Chicago;
$1.0
1994-2004: $68B
tomorrow... the
$0.0
world. That's just
90 91
92 93
94 95 96
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99 00 01
02 03
04 05e
for iSeries
06e
aficionados.
Source: Annex Research
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