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“Develop Cloud System”

vUse commodity HW and open source SW
v'Use same architecture for service Cloud

and KT private Cloud

“Build high efficiency CDC
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v Sufficient power capacity

| I

“Migrate KT internal system”
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KT — 2
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ucloud 217TB (stored),
storage 11775
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backup/DB | (151 VMs)
SiobalLevelafsta

Multiple security
system
(DDoS, F/W, IPS)
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office
Financial Institutions: xx card,

Government: xx,
Global: Seftbank of Japan

Launchedin"11.4Q

Simple and easy
creation of IT
resources

Top ranking in CPU,
Memory, Disk
performance (Tested
by CloudHarmony)

99.16% uptime &
compensation of up
to 100 times
guaranteed

30% lower than
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(ex: AWS, etc.) VLAN and Data
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(within 5 minutes)
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A Case Study of Cooperation between Korea's Large Firm
and US Small Firm in KT Cloud Service through Network
Externality Effect

Sang-Gyu Park® - Hwy-Chang Moon™**

Abstract

In this paper, we studied a cooperative case of IT convergence between large firm and small
firm through network externality effects. Specifically, we examined the strategic alliance
background, the process, and the result of cooperation between Korea's ICT company (KT) and
the U.S software venture company (NEXENTA). KT, as a cloud service late-comer, chose an
open flexible platform instead of general custom solution of expanding user network rapidly in
order to catch up with the early mover. NEXENTA, a storage software late-comer, had been
operating open software based perpetual license as a differentiated strategy from competitor's
package product, so was selected as a KT open cloud service platform partner. This alliance
resulted in a great success. KT has become a global cloud service provider with explosive user
expansion of uCloud since 2010. NEXENTA has also expanded its local customer pool to global
customer pool. This study is particularly meaningful in the sense that it shows a successful
international cooperation between a large firm and a small firm, while existing studies focused

mostly on the domestic cooperation between firms.

Key Words: Joint Growth, Network Externality, Internationalization, Cloud

%

Ph.D. Candidate. Seoul School of Integrated Sciences and Technologies.
** Professor. Graduate School of International Studies at Seoul National University, Corresponding Author
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(frH, 2006; Shy, 1995) ¢tom HEHYA &
ZH(Network Effect) 9t 5L3 /fdoz AHgs17]
T AgAge, fFHE, 2007). MENZ 9574
< gnbdoz 7HHAQ WEA T (Indirect
Network Effects) ¢} th& &H|AFEo] AdElef] g3k
< F= HEHZ &3 (Direct Network
Effects) 2 #F3tHKatz & Shapiro, 1994).
AAA A A B4 AlFE AHEARS RS ol A
g3 WEYA FF(Arthur, 1989; Shapiro &
Varian, 1999)= 43¢ AF AMHAE A4
= 4l YIE9 Z(Communication Network)<h &
HAES] 2H7FeA o R AWste stEdol/AZE
ol WEHZ(Hardware/ Software Network)
2 AW tH(Katz & Shapiro, 1994; 2%,
O[S o™, 2004). T3, oln] ARESlAL Qe
A2kl A (Liebowitz & Margolis, 1994)¢]
FFe A= vEY D AFY vl AT S
d&ste 2424 #d (Mangematin & Callon,
1995)& 7429 EAd 7lukek Zsiguior <l
271794 5947t Aste = MEA] A a3 (o),
2004; Lieberman & Montgomery, 1988)% A
gatglon, AMEAE WoldSE BA'Y 7|7}
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=, 2006). SHA AdHUAME] A AAGAE 1A
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qaho] Y HetE Bl APgEA S FH A stAY (A
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o $9 WENZ ol EASE 2EDAT B
Holelel Aol HAolgith, 2ot 145 3

rﬂ r—1>a

AZEY o= P\hﬂ” Virtual Machine)¥} &8  ZAdMe 2EA= AR 713 Heo 7 33t
AZEJAZ rr, EFAL o|F PR F2 9 o7 AEA || A Sl dlo|E e} Azt
H7]17 FeE wait. Htﬂ HAZE= IBM, HP, 9 94¥3 57|t} w2 Egﬂol 7}%} 241 €]
Dell, 22+, A2 Fo] slom, AMuut Fgat  Fad ZHo] B4 ot & wide §f, &9
= o] ot i) 712 FHE AFets Aol d= AR A ?@z@k 31% 2EZA
fidoltt, +5 HE T 7IdEe] &3 HAF  stedolet Az Eg oyt dashA Hdh AH 7]
EIFE AH o] o] 27|74A] ITAIS] AEAIE A &3 "RUMRE 224 td=4 7|98 2Ed
af & 2EY t7IdEcleke Aol ojd2 E8t A sEdY] AR F/RE o]FL don, F
FE AH] 29 E%“ﬂ vl &dzte] Add FHE 2 st=dlold AZEd o) A £74 FH=
A A7le TR T5EHRE e HAEE FEeha it
ZAEetA HAet. IT }14 S o AXE F 14 AREAP Al 3 W =9 e R A%
A EREL S BAVE gle ¢ SR AR £ w gl FEA 54 (Lock-In) &
EAE FARFR Ago] 4] ¢dor, ol Fg XY HAeH, AR ST FAg Auls
FE QZeo A& o €7} ol it Mol = Azet & g xstA =AUk o2 <
(F 8) 20121 387| 22Y MHAF
- <'12/.3Q '12/3Q _‘11{3Q '11/3Q Aie
12 (milUSS) A3 5(%) 1) & (milUS$) ANZER(%) | (3Q'12/3Q’11)
IBM 3,479 27.6 3,847 29.6 -9.5
HP 3,331 26.4 3,802 29.3 -12.4
Dell 2,099 16.7 1,903 14.7 10.3
Oracle 592 4.7 764 5.9 -22.5
Fujitsu 494 3.9 605 4.7 -18.3
Others 2,611 20.7 2,053 15.8 27.2
Total 12,607 100.0 12,974 100.0 -2.8

(&4 7FEY, 2012.11)
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ol KIS 2& 2ehes Alzaidad 44 84 b9 oleld #8E Fuap] 98 exse )
2ol Azksbl &4sle} Fehemel w AR & Bl 2EF 22X 2IEM) (SW)7h AR
o Be4e] PHol WAsE JENE 24 A A% HHE GUsm A0
Summary of Major Vendor Emphasis
Build | Services Delivered* | Private Offerings
Private Deliver Enabling Packaged
| Services  Services | laas PaaS SaaS | Tech.  Cloud
Amazon| () ® & © O | —— None —
salesforcecom| O @ O @ @ |H—Nore—
Google| O @ | O © @ +—— None —
Microsot @ @ O ©® @ +H@—
em ®@ © 6 O © | +—0—
viwarel @ © |O © O | —@—
oace @ OO O ©|H@g——
sap| O © |0 © © | p—Nore—jy
@ © © ©® O —0
MNote: This i3 not an evaluation of capabdiies, but rather of emphasis
'. G ﬂ 'E) D J * The provider may offer pubbic. community or
. Significant virlual private services Gartner

(24 7}EY, 2012)
(3% 8) 22 22 ML AR

(B 9) 20124 1&27| 22Y AER|X| st=9f0f AE BRE

Top 5 Vendors WW Total Disk Storage Systems Factory Revenue, 1012

Millions
1012 1011 1012710411

1012 a 1011 a Q12/1q

vendor Market Market Revenue

Revenue Revenue

Share Share Growth
1 EMC 5 1,733 217% 5 1,515 20.2% 14.4%
2 HP 5 1454 182% 5 1,377 18.4% 5.6%
3 IBM 5 1,188 149% 5 1,101 147% 7.8%
4 pell 5 922 115% 5 854 11.4% 7.9%
S MNetdpp S 841 105% S 757 10.1% 11.1%
Others 5 1,856 232% S 1880 251% -1.3%
Allvendors & 7994 1000% 5 7484 100.0% 6.8%

(£4]: IDC Worldwide Disk Storage Systems Quarterly Tracker, March, 2012)
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WW External Disk Storage Systems Factory Revenue

[Source: 10C Warkdaide Disk Stovage Sysiems Guartedy Tracker, Dacembar §, 2012)

{mnillions)
$6,000 -

2012

=EMC

= EMC, NetApp, IBM, HP, Hitachi, Dell
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