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NEWS AND VIEWS  

ON REAL-TIME UNIFIED COMMUNICATIONS 
 

 Microsoft Acquires Skype for $8.5 Billion  
 On May 10, Microsoft announced that it had 
entered into a definitive agreement to acquire 
Skype for $8.5 billion in cash from a group of 
investors that included Silver Lake (Avaya’s 
owners), Andreessen Horowitz, eBay, Joltid, and 
Canada Pension Plan Investment Board. 

Bill Gates, who is still Microsoft’s chairman, stated, 
“I was a strong proponent at the board level for the 
deal being done… I think it's a great, great deal for 

Skype. I think it's a great deal for Microsoft." 

What’s in that deal? 

Microsoft bought a company that has 170 million connected users each month and 
approximately 600,000 new registrations each day. Skype had 207 billion minutes of voice 
and video in 2010 and averages 30 million concurrent users. For 2010, Skype had 
revenues of $860 million, $20.6 million operating income, with a net loss of $6.9 million. 
Nevertheless, these numbers represent 20% revenue growth year over year and a 40% 
EBITDA improvement.  

Skype will operate as a new business unit called the Microsoft Skype Division, and Tony 
Bates, Skype CEO, will continue at the helm, reporting in to Microsoft CEO Steve Ballmer. 

Microsoft said that Skype will support Microsoft devices like the Xbox and the new Kinect 
device, Windows Phone 7, and other Windows devices. The company plans to integrate 
Skype with Lync, Outlook, Xbox Live, and other communities. 

Here’s What Brent Kelly Thinks bkelly@wainhouse.com 

While the news may be a week old and some of the dust is settling, there has been time to 
consider this acquisition. 

From one perspective, it does take one potential Microsoft competitor out of the market. I 
am certain that Skype would 
have expanded its business 
offering, and it is clear that 
Skype is on many more 
desktops than Office Communi-
cations Server and Microsoft 
Lync combined. My first 
impression is that this acquisition 
was in part a defensive move by 
Microsoft to protect its 
investments in Microsoft Lync 
and Office 365 services. 

The WR Bulletin would like you to join us  
in thanking our 2011 sponsors: 

  

 
 

Get your company’s name & link here!  Contact Sara. 
The fine print: Sponsorship of the WR Bulletin in no way implies that our 

sponsors endorse the opinions expressed in the WRB. Nor does it imply that 
the Bulletin endorses their products or services.  

We remain an equal opportunity critic. 

mailto:bkelly@wainhouse.com�
mailto:sfargo@wainhouse.com�
http://www.wainhouse.com/bulletin/sponsorship.html�
http://clk.atdmt.com/UNY/go/283447275/direct/01/�
http://www.vaddio.com�
http://www.haedenbridge.com/en�
http://www.appliedglobal.com/�


 

The Wainhouse Research Bulletin Page-2  Vol. 12 #12 May 19, 2011 

Microsoft paid for Skype. $8.5 billion is a 
lot of money, and it's not immediately clear 
to me how Microsoft can recoup this 
investment. That being said, as I listened 
to the Microsoft / Skype press conference, 
Microsoft did say that it is going to increase 
the number of video ads. Chances are 
Skype users will get video advertising, and 
it will most likely be used as weapon 
against Google. Microsoft and Google are 
in a big battle over the search engine 
space and over ad revenue. I believe 
where Microsoft intends to make most of 
the money back is through this concept of 
video ads. Watch out for changes in the 

Skype interface to include ads. If this happens, bummer… keeping ads out of our faces has 
been a nice feature of Skype. 

Another area where Skype may generate more revenue is through outbound calling to the 
PSTN from Outlook. Imagine all Outlook clients integrated with Skype and the ability to 
simply click-to-dial anyone in your contact list using Skype. What a convenience when 
using a mobile device. Look for this feature on tablets and smartphones that use 
ActiveSync, like the iPad 2, in the not too distant future. 

 

Polycom issued a statement indicating that “We view Microsoft’s acquisition of Skype as 
great news on many fronts… The integration of Microsoft Lync and Skype is also positive 
for Polycom, because the better Lync performs, the greater our opportunity in terms of 
video endpoints, software and infrastructure sales.”  

I have felt that LifeSize’s integration with Skype, while helpful for users, actually cheapens 
LifeSize’s value proposition – in a sense, leveling high quality group videoconferencing with 
consumer desktop video. As Microsoft integrates Lync and Skype, will this be the same for 
Polycom, who claims to be Microsoft’s number one video partner? Bill Gates commented 

Note the 
reference 
to video 

ads in this 
graphic. 
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specifically on Skype video stating, "The idea of video conferencing is going to get so much 
better than it is today. It'll be fascinating to see how the brilliant ideas out of Microsoft 
research, coming together with Skype, what they can make of that." Without reading too 
much into that comment, it seems that Gates, at least, likes Skype’s video capabilities and 
sees it as another video asset in Microsoft’s portfolio. It is unlikely that this will have any 
near term effect on Polycom, but the medium term future is less clear. 

How does this impact Avaya and IBM? Avaya and Skype were both under the Silver Lake 
umbrella, and I was anticipating that there may have been some unique synergies that 
could have been done between Avaya and Skype. It appears that Microsoft is going to 
copy a portion of the Avaya strategy, that being enabling full federation between its Lync 
environment and Skype. Thus, just as the Avaya one-X communicator was going to 
integrate presence, IM, voice, and video with Skype, we will see the same thing for 
Microsoft Lync. The question then becomes is this a bad thing for Avaya? I don't think so. 
One of the interesting things that it may ultimately do is begin to promote Skype as the user 
interface of choice in the business community if it integrates with Microsoft Lync, Avaya 
one-X communicator, and potentially other UC environments. It effectively could become 
the all-purpose, generic UC client of choice. 

IBM’s LotusLive roadmap becomes just a bit cloudier with this acquisition. LotusLive 
announced integration with Skype early in 2010. Now that Skype is owned by one of IBM’s 
biggest competitors in the UC space, will IBM opt to discontinue this integration and / or 
begin promoting another, like Google?  

(WR’s Andy Nilssen adds another cloudier relationship: Skype and Citrix Online, 
announced in March with much fanfare, with the goal of integrating Citrix’s audio & web 
conferencing technology into a Skype offering by the end of 2011.  Now dead on arrival? ) 

One thing is clear – Microsoft has got to begin making some money in its hosted services. 
The company’s Online business group has posted a $2.5 billion loss over four quarters. 
Maybe Skype will turn out to be the major voice engine for Office 365, Microsoft’s hosted 
UC solution that launches later this year, helping this service become even more attractive. 

 WR Forum: Microsoft Purchasing Skype 

News in Brief  
 Avaya has launched version 7.0 of its IP Office communications solution designed for the 

SME space, supporting up to 1,000 users across multiple locations. With this release, most 
of the Nortel digital and IP phones running the Unistim protocol will work with IP Office, 
which will reduce upgrade costs as companies migrate from Nortel to Avaya solutions. 

 RFC 6190 from the IETF was published which deals with “RTP payload format for Scalable 
Video Coding”. Two Vidyo technologists were among the four co-authors of this RFC. 

 Polycom’s video integration with Microsoft Lync took a leap forward now that the 
company’s HDX video endpoints and the RMX video bridge support Microsoft’s Real Time 
Video codec natively. This means that Polycom HDX units can communicate directly with 
Lync clients using 720p video resolution. The company has also implemented Microsoft’s 
CCCP conferencing protocol so that HDX units can be seamlessly invited into conferences 
using the Lync click-to-conference/drag-to-conference capabilities. 

http://www.wainhouse.com/forums/showthread.php?t=2998�
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Influence the Industry – Take a WR survey 
WR has two major research survey efforts underway, each offering you highlights of the 
survey results and the chance to win $50 amazon.com gift certificates in exchange for a 
few minutes of your time. Thank you! 

End Users: Take WR’s 2011 Unified Communications Survey (click here). 

Channel Partners: Take WR’s VC & UC Channel Partner Survey (click here). 

CSP Summit Europe - Brussels  
 When: Monday - 23 & 24 May 2011 

Where: Crowne Plaza Le Palace, Brussels 

Our 7th European CSP Summit is a unique opportunity to 
get the latest market updates from industry experts and network with peers.  This year’s 
agenda will focus on ‘Driving Growth of Collaboration Services’ and exploring the 
opportunities for European Collaboration Services Providers and their technology partners.   
For detailed information and to register, please visit www.wainhouse.com/cspbrussels11.  
Here is a sample of some of the sessions (see the full agenda): 

 

Marc Beattie / WR 
Keynote: The state  
of the current CSP  
market in  Europe 

 

Dr. E. Brent Kelly / WR 

Traversing the 
Complexities of  
Hosted UC  

 

Richard Norris / WR 
The state of the  
video managed 
services market 

 

Ray Adensamer / 
RadiSys 

Hosted Collaboration 
Platforms for Smaller or 
Emerging Market CSPs 

 

Jörgen Björkner / 
Telepo 

Boost Revenue and 
Customer Loyalty with 
Cloud Communication 
Services  

Dr. Ralf Nikolai / 
Lindenbaum 
Omnipresent Mobility: 
Challenges and 
Chances for CSPs 

 

Panelists: 
    

Paolo Delgrossi 
Unified 

Communications, Italy 

Michel Dudet 
Orange Business 
Services, France 

Heinz Galliker 
Swisscom, 
Switzerland 

Rudo Wijbrands 
KPN/Getronics, 

Netherlands 
 

Sponsors: 
   

   

WAINHOUSE RESEARCH

CSP SUMMIT
EUROPE 2011
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 Collaboration Summit - Philadelphia  
 When: Tuesday - Wednesday, July 19 & 20 2011 

Where: Doubletree Hotel, Philadelphia, PA 

Our eleventh North American Summit will focus on 
emerging technologies and solutions in both the product and services space and the 
business and technology trends that are shaping the industry.  Details and registration are 
now available at www.wainhouse.com/philly2011.  For general queries contact Richard 
Norris, richard@wainhouse.com , for sponsorship opportunities contact Mark Gotta, 
mgotta@wainhouse.com. 

Come hear these great presentations: 

 

Ismayeel Syed 
Aviva Insurance 
Integrating  
videoconferencing  and 
streaming with  
Microsoft Lync for 
50,000 desktops.  

Charles Kazelik 
Arizona State U 
Bugs Welcome - 
moving VC  out of the 
classroom and into  
the jungle. 

 

Mauricio Vicente 
Language Svcs Assoc.   
From desktops to tablets 
and robots:  Creating a 
Video Interpreting 
Service Across 
Enterprise Boundaries 

 

Zachary Davis / 
Stevens & Lee 
Legal Issues in 
Telecommuting 

 

Alan Greenberg / 
Wainhouse Research 
The changing face of 
campus technologies in 
higher education 

 

Russ Cary / SAS  
From Telephony to 
Video and to the 
Network and Back:  
Global UC experiences. 
 

 

Ben Fineman 
Internet2 
Opening the 
Floodgates: Visual 
Communications 
With Unlimited 
Bandwidth  

Brian Buck 
Cardinal Health 
Lights, Camera, Action: 
How Social Video is 
Positioned to Change 
the Face of IT and 
Corporate America  

Mirril McMullen 
Pfizer  
Developing a 
videoconferencing 
services strategy   

The Summit will be streamed LIVE and for FREE by the media services arm of our gold 
sponsor York Telecom.  Stay tuned for information on how to register for the webcast. 

Gold Sponsors 

     

Silver Sponsors 

       

 

 

WAINHOUSE RESEARCH

COLLABORATION
SUMMIT 2011
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One on One with Frank Grillo, Executive Vice President,  
Implementation, Support and Product Marketing,  
Cypress Communications (A Broadvox Company)  

The hosted unified communications (UC) market is starting to heat up, and WR is 
following developments in that segment pretty closely. We’ve had a number of 
conversations with Cypress Communications, a hosted UC provider 
headquartered in Atlanta. The company has just completed merging with 
Broadvox, a major SIP trunking provider.  

WRB:  Frank, many of our readers do not know Cypress Communications. 
Would you give us the thirty second elevator pitch as to who Cypress 
Communications is and what the company does? 

FG:  Cypress has been providing managed and hosted communications services 
for over 25-years. The company originally started as a shared tenant services 

provider, deploying PBXs in Class A Buildings in major (NFL) US cities and serving the 
communications needs of small to mid-sized (SME) customers located in those buildings. 
We presently provide services to over 10,000 business customers across the United 
States. In 2007, we made the transformation to hosted / managed VoIP and unified 
communications with the launch of our C4 IP product, which is a fully featured UC offering. 
This quickly vaulted us to a leadership position in the hosted UC space and we have been 
expanding our offerings to include managed IT and cloud services.  

WRB:   This whole notion of cloud-based or hosted unified communications is probably 
new to a lot of people. What is it, and what's the compelling value proposition? 

FG:  I think the cloud has value for all customers, but most especially for the small to mid-
sized enterprises. The world of IP Communications (both data and voice) networking and 
storage and utility applications are continually become more and more complicated and 
more and more expensive to manage and maintain. This puts large strains on the IT 
budget and the capabilities of the IT staff. Partnering with a cloud services company allows 
an enterprise to avail itself of the latest and best technologies without having to invest 
capital and operating budgets. It also allows them to rely on the substantial expertise in 
technology management that cloud services companies develop in their respective 
fields. And perhaps most importantly – it provides a degree of business continuity and 
survivability that is difficult and often impossible for an SME to replicate themselves. 

WRB:  As you think about the trends in the business, are there any particular verticals or 
segments that seem to be more receptive to cloud-based unified communications? Who is 
buying this stuff? 

FG:  While I believe the cloud is compelling for enterprises in all verticals, we have seen 
significant interest and uptake in some key areas, most notably legal, financial, professional 
services, and healthcare. All of these share the commonality of strong demand for highly 
complicated multi-modal forms of communications while placing great value in high-
availability communication services. 

WRB:  Cypress Communications and Broadvox just completed a merger in January? What 
is this all about and what how does it impact your customers? 
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FG:  We are all quite excited about merger and the opportunities it brings. Cypress and 
Broadvox served very different markets and had different focuses. Broadvox operated one 
of the largest SIP networks in the country. Initially focusing on the carrier market, Broadvox 
serves the needs of some of the largest and most recognizable names in VoIP. More 
recently, Broadvox introduced a SIP trunking product to address the needs of a broad 
range of enterprise customers from small business to large enterprises. Merging Cypress 
into Broadvox allows the combined company to serve almost every aspect of the VoIP and 
hosted worlds from wholesale, to SIP trunking, to the most complex Unified 
Communications offerings.   

WRB:  What is Cypress Communications’ strategy to compete against some of the big 
guys like Microsoft with its online services or Verizon or BT? 

FG:  I believe the big players have a lot to offer – but right now their focus is largely around 
the “edges” – either a one-size-fits-all hosted model, or a highly complicated, highly 
customized offering aimed at the largest global enterprises. This largely leaves the mid-
sized enterprise space with unmet needs, and that’s where we will continue to focus. Our 
offerings provide a high-touch, fully managed service model providing every aspect of the 
service suite a customer might need including hardware (phones, LANs, routers), software, 
networking and monitoring. As a matter of fact, all of our largest customers have turned 
over management of their LAN to Cypress since we were already managing and monitoring 
their voice and data wide area network down to the router / switch demarcation point. It is 
this rich suite of services and applications, coupled with our end-to-end management 
model that really separates us in the marketplace. 

WRB:  What do you see as your top opportunities in the market as well as your top 
challenges? 

FG:  This market is still developing and offers a lot of possibility. We believe with our focus 
on key verticals, our suite of the full range of UC capabilities and our long standing 
expertise at managing the communications services of our customers makes us a very 
strong player in what is still an emerging market. We believe the market will continue to 
expand at a rapid pace, a fact that Wainhouse Research’s own data confirms. That 
emerging growth is also part of the challenge. The market is still learning and developing, 
and we need to continue to expand our product offerings to meet the evolving needs of our 
customers and prospects. It is also a very fragmented market with many small regional 
providers – scale and reach will matter more and more – so sustained growth and 
expansion of scale and scope is key to being a strong competitor. 

WRB:  If you could give one piece of advice to our audience, what would that be? 

FG:  For almost every enterprise, there is a place for the cloud in their IT strategy. For 
some it will be as a resource to be used in specific isolated areas, for others it will and 
should become their primary roadmap forward, and for still others it will fall somewhere in 
the middle. But, cloud is here as a key component of IT services going forward. I highly 
encourage every enterprise to create a proactive plan around Cloud Services rather than to 
either resisting them or to just “letting them happen”. 

WRB:  Where do you ultimately see the hosted or cloud-based UC market going? It's 
relatively small today compared to the on-premises market. Do you see that reversing 
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sometime in the future where hosted communications are more prevalent than premises-
based solutions? 

FG:  In the interest of full disclosure, I am a cloud zealot. So with that as a backdrop, I 
firmly believe that across the next decade, the cloud will become the predominate 
metrology1 for delivering IT services and applications for small and mid-sized 
enterprises. The pace of technology advancement and the concurrent cost will make it 
more and more compelling to “share the load” with a competent and reliable partner. The 
cloud will move from being an interesting option to being a welcomed necessity in running 
any enterprise. 

 
 

Conferencing & Collaboration Events 

When & Where Who & What 

23-24 May, Brussels WR CSP Summit Europe 

13-15 June, Orlando, FL EduComm  

15-17 June, Orlando, FL InfoComm 

19-20 July, Philadelphia WR Collaboration Summit 

10-12 October, New Orleans VCI-Group Annual Conference 

11-12 October, Boston WR CSP Summit North America 
 

 

© 2011 Wainhouse Research 34 Duck Hill, Duxbury, MA 02332 USA   Tel +1 617.975.0297 
Comments to: andrewwd@wainhouse.com PR to: news@wainhouse.com  

Feel free to forward this newsletter to colleagues.  Free subscriptions: www.wainhouse.com/bulletin 

 

                                                      
1 Metrology - the science of measurement (source: Wikipedia.org) 
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