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It's been a turbulent few months for the
S/390 manufacturers. Despite clear signs

in the mainframe market that business is
booming — as users look to large systems
to cope with their needs for consolidation,
centralized system management and
ultra-high availability for e-commerce — it
hasn't been an easy ride for the suppliers.

Part of the problem, of course, is a very
rapid decline in the profit margin on
mainframe boxes; and part is the fact that
competition is getting very tough in the
large server market. At the lower end of the
scale — the only part of the market that is
really open to new sales — there is not only
a very wide choice of servers, but also mul-
tiple sales channels. HP, Sun and others
have mounted extremely tough "alternative
mainframe" campaigns; more traditional
non-390 competitors such as Unisys, Bull,
ICL and Siemens have a strong showing,
particularly in indigenous markets; while
IBM's own AS/400 has a very loyal following
and looks more like a mainframe every day.

Small wonder, then, that the S/390 business
is under pressure; and this stress has mani-
fested itself in some unusual ways in recent
months. For example, technical problems
with IBM's new low-end product, the
Multiprise 3000, which raised unexpected
reliability issues in early shipments, suggest
that the company took shortcuts in getting
its new machine to market. What is clear is
that, as hardware costs spiral downward,
the supplier either has to reduce unit costs or
ship more boxes. As a result, IBM is selling
more and more of its smaller (and not so
small) S/390 systems through third-party
channels to reduce the costs associated with
direct sales and to edge its way into inac-
cessible corners of the market. This has led
to some very intriguing pricing issues, as

distributors try to come to grips with, for
example, Sysplex-based costs.

But if IBM is showing signs of pressure,
its number one competitor, Hitachi Data
Systems (HDS), has made the most radical
changes. In recent weeks, it has reformed
itself into two distinct organizations (HDS
and HDSS, focused respectively on products
and services); re-opened offices in those
areas of Europe where Comparex has been
the sole source of Hitachi products for the
last six years; and, most dramatically,
ceased further development on its Pilot and
Trinium mainframe ranges. The reason for
this last discontinuity is that HDS'
ECL/ACE technology base has finally
reached the end of the road, and the supplier
is looking to bring forward its new CMOS-
based Hercules system (complete with
somewhat sketchy plans for supporting
multiple operating systems in one box). In
the meantime, it leaves a yawning gap of a
year or so, during which time it will fulfil
Pilot and Trinium orders for existing cus-
tomers, but won't pursue new prospects.

So what do these far-reaching announce-
ments from HDS add up to? Basically, stor-
age and services. HDS is in the middle of a
massive re-branding exercise, which
involves making the company name familiar
in the channel-driven parts of the marketplace
where the S/390 suppliers are relatively
unknown. With a strong repertoire of storage
area networking (SAN) products, and the
expertise to get these distributed storage
solutions up and running, HDS is slowly
backing away from simple servers and
repositioning itself as a leading player in
the SAN services market.

That's what lies behind the corporate
restructuring exercise and the move into old
European markets (HDS fell out with

Comparex over the latter's decision to work
with EMC). That's not to say that HDS is
giving up on the mainframe market, of
course. Hercules will be an impressive beast
when it finally emerges, and HDS might be
better positioned than its competitors to meet
the burgeoning demand for mainframe
MIPS in two years time.

In the meantime, though, the market is
wide open for IBM, particularly at the top
end of the market, where its G6 and forth-
coming G7 machines are well positioned to
meet future growth. But lack of competition
can adversely affect prices. Already we are
seeing huge variations in the price and
maintenance deals offered by IBM on very
large systems.

This does, however, provide an excellent
opportunity for the third S/390 player,
Amdahl. The company has recently upped
the performance of its Millennium CMOS
servers; it is taking on the IBM
Multiprise with its Omniprise range; and,
more importantly, it will be rolling out a
huge 16-way top-end system clocked at
2508 MIPS at the end of the year. Amdahl
has seen its hardware share decline in
recent years, but the HDS changes could
well open new doors for the company.
Ironically, though, Amdahl is most deter-
mined of all to shed its image as a hard-
ware vendor and exploit the growing
requirement for enterprise-level services.
With interesting ventures such as the
recently launched trustedanswer.com,
Amdahl is now well-practiced at using
mainframe sales more as a foot in the door
to lucrative services deals than as an end in
themselves.

The bottom line is that the mainframe
systems industry is in a real state of
upheaval. The dust will settle in due course;
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but, for the time being, make sure your sup-
pliers don't take advantage of the confusion
to up the price.  
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