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Core Becomes Context Over Time

The End of Core is Commoditization

Video games & downloads

Camera functionality

SMS messaging

Color screens

Fashionable accessories

Longer battery life

‘ Subsidized cell phones

Cellular Telephony Example

© 2009, TCG Advisors LLC




Context Build-up

Context

)

Context

Established
Enterprise

Start-up
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Two Birds, One Stone

Extract resources from context to
repurpose for core

@

© 2009, TCG Advisors LLC




Core/Context Analysis Framework

Core Context

Process creates
differentiation that
wins customers

All other processes

Mission Critical

Process shortfall creates
serious and immediate risk T —

Non-Mission-Critical

All other processes
Differentiation




The Cycle of Innovation

Core Context
Deploy
Differentiation Ménf’:\ge -
At Scale Mission-critical

Processes
At Scale

Mission Critical

Deploy

Non-Mission-Critical

Extract

Resources
Invent '~vent Offload To Repurpose
Differentiated For Core
Offering

Fund next innovation
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Clinging to Context

But lack of Context

resources here

results in failure to Resources
deploy! get stuck
here

Mission-
T critical
Mission Critical P risk

Non-Mission-Critical

Resources are
added here for
support

Resources
still get
invested here




The Five Levers Model
Extracting Resources from Mission-Critical Context

/I 1. Centralize. Bring operations under a single authority to
! reduce overhead costs and create a single decision-making
' authority to manage risk

-~

," 2.  Standardize. Reduce the variety and variability of processes
Core Context ;' delivering similar outputs to further reduce costs and

minimize risks.

Modularize. Deconstruct the system into its component
subsystems and standardize interfaces for future cost

reductions. ) ¢

4.  Optimize. Eliminate redundant steps, automate standard
seqguences, streamline remaining operations, substitute

\ lower-cost resources, and instrument the process for
L monitoring and control.

* \‘ 5.  Outsource. Drive processes out of the enterprise entirely
Requires \ to further reduce overhead, variabilize costs, and minimize
specialized ‘\ future investment. Incorporate monitoring systems into
support \‘ Service Level Agreement
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Mission-

Critical

Non-Mission-
Critical

Cisco’s Markets
Geographic Focus

Core Context
India U.S.
Eastern Canada
Europe Japan
China Western
Europe
Russia
I 1l ANZ
) IV
Brazil
razl Africa
Middle East Latin
Southeast America
Asia
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Mission-

Critical

Non-Mission-
Critical

Cisco’s Markets
Customer Segment Focus

Core Context

Service
Providers

. Enterprise
Small to Medium

Business

= Consumer

Networked
Home Small

Office
Data Center

Virtualization

© 2009, TCG Advisors LLC



Mission-
Critical

Non-Mission-

Critical

Cisco’s Markets
Product Category Focus

Core Context
Security Routers
VOIP Switches
Wireless Optical
I Il
l \Y;
SAN
Switches
Legacy
Application Protocols
Oriented
Networks
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The Problem with Outsourcing
What Happens to the Work Force?

Core Context

Mission
Critical

Resources
Available
Here

Resources
Wanted
Here

People being released lack the skills
to fill the positions being opened
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Resource Recycling

il

Work circulates clockwise

People recycle counter-clockwise

© 2009, TCG Advisors LLC



Resource-Recycling Zones

Program managers

Think inside the box to deploy
processes at scale

Handoff
#2

Handoff
#1

Deployment
Zone

uoneziwndo

c
0
o+

C

()

>
S

Entrepreneurs Process optimizers
Think outside the box to create new Think inside and outside the box to
core extract resources
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Resource Recycling Meets Outsourcing

Zone rotations drive perpetual innovation
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