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Cisco CEO Says Company ‘Embraces’ Software-Defined Networking

Cisco Systems Inc. CEO John Chambers said Wednesday that customer
demands for cheaper, software-based products known as software-defined
networking are not falling on deaf ears.

Companies from Fidelity Investments to Gap Inc. and FedEx Corp. have
pressured the company to move in that direction. “I see SDN as something we’ll
embrace and get the benefits of,” Mr. Chambers said during a conference call
with investors, where he addressed earnings and layoffs.

Customers are calling on Cisco and other networking companies to develop SDN
based on common standards, arguing it will lower costs and give them greater
flexibility to integrate products from a variety of suppliers.

Cisco’s new “application-centric infrastructure” — Cisco’s version of SDN — is
well-received, according to Mr. Chambers.
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Mr. Chambers said he is confident that Cisco can maintain its high gross
margins, even as much of the networking industry moves toward standardized
software running on commodity machines.

“Those who think SDN is going to drive down gross margins, you're just wrong,”
Mr. Chambers said. Instead, he sees SDN as something that Cisco will
implement as part of its new switching architecture. Competitors, he says, are
selling boxes and not an integrated infrastructure like Cisco’s. “We will lead
with this implementation and it will let us get higher gross margins,” he said.

Rivals such as Cumulus Networks CEO JR Rivers say that SDN 1is really about
the commoditization of networking. “We believe the supply chain around
networking is changing and that customer expectations about what matters are
changing,” he told CIO Journal Wednesday.

Last month, executives from companies including Credit Suisse Group AG,
FedEx Corp., Gap Inc. and JP Morgan Chase & Co. collaborated on a white
paper saying that they want lower prices, interoperable gear and faster
innovation with new SDN networking gear, CIO dJournal reported. The
companies are seeking to avoid so-called vendor lock-in and achieve greater
flexibility to work with different suppliers.

However, Mr. Chambers contends that customers want an integrated approach,
“not boxes.”

Amid the shift, CIOs may not be fielding as many calls from Cisco as in the past.
Mr. Chambers said, “We’re selling to the business unit more than to the CIO

now when we do our job right.”
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