A Point of View

Transformation of Storage Technology Industry:
Digital Trends and their Impact
The Evolving Storage Industry Landscape
With limitless possibilities thrown open by the Digital Five Forces—Big Data and analytics, mobility and pervasive computing, social media,
cloud computing, and artificial intelligence (AI) and robotics—customer requirements have increased manifold for the storage industry.
Depending on their requirements, customers now have the option to do business with comprehensive portfolio storage companies, cloud
storage companies, or niche product startups.
To meet competitive pressures and drive customer loyalty, leading storage companies are mulling over how to increase sales, ensure delivery
of quality products, and continue to innovate, while optimizing the costs involved. The increasing competition from cloud storage
companies, hyper-converged infrastructure firms, and other niche players has further augmented the complexity of the overall scenario.
Incumbent storage industry players are contemplating whether to invest in developing in-house capabilities to create new product lines and
capture new markets, or acquire niche companies to enhance their product and service portfolios.
In this article, we discuss the areas the storage industry needs to focus on, to meet the rising expectations of the customer. We also talk about
how storage companies can enable their customers to respond to changing market needs in the face of digitization.

The Digital Impact
The widespread adoption of digital technologies has created a host of opportunities for
storage industry companies. Here are the four main dimensions where next-generation
technologies are driving visible changes:
n

Business models
n

n

n

Cloud computing: Considering the uncertain and unpredictable long-term industry
requirements, organizations are opting for instant infrastructure availability and payas-you-grow cloud-based models instead of procuring bulk storage.

Products and services
n

Analytics: The IT departments of enterprises are focusing on value-based activities
involving analytics-based automation to reduce instances of manual intervention.
Storage companies are performing analytics on data generated by appliances
deployed at end customers’ data centers. This is facilitating the gradual shift from
providing reactive support services to offering prescriptive analytics-based issue
identification and auto-resolution.

n

Big Data: To drive profitability, enterprises are demanding anytime, anywhere access to the exponentially growing data volumes to
equip their employees with the right information at the right time. To this effect, complex data silos are being replaced with unified
storage products that have parallel processing, and are horizontally and vertically scalable.

n

Mobility: Enterprises are opting for advanced mobile applications for round-the-clock monitoring of their infrastructure, which will
enable administrators to take business-critical decisions on the go. Applications will be able to predict failures on time, and suggest
instant remediation, without administrators having to wait to get back to their workstations and system consoles. This will be
particularly useful in ensuring business continuity.

Customer segments
n

Social media and cloud computing: While storage companies primarily catered to only business to business (B2B) customers earlier,
they also cater to the business to consumer (B2C) segment now. B2C customers have varied requirements pertaining to the storage
and retrieval of social media-related data such as videos and images. Therefore, cloud storage solutions and Big Data platforms are
needed to store different types of data sets with different application workloads.

n

Partner Network
n

Cloud computing: Customers are demanding instant availability to enterprise storage products through public and hybrid clouds.
Comprehensive portfolio storage companies have already started offering, and will further increase availability of their storage
products through the public cloud storage infrastructure. Hence, the overall supply channel is expected to undergo a radical change
due to the direct interaction between storage companies and cloud storage providers.

n

Mobility: To ensure an agile partner network that is equipped to meet the dynamic marketplace demands, storage companies need
to enhance the connectivity with their partners through mobile applications. These mobile applications can focus on providing
document search results, product information, tech support, information on partner conferences, company news, pricing quotes, and
order status.

Transformation in the Storage Industry Value Chain
The last few years have seen tremendous growth of cloud storage companies and niche storage product startups—a clear indicator that the
storage industry is transforming, and dynamics are changing for comprehensive portfolio storage companies. In the wake of the changing
dynamics, the industry value chain is bound to change as well. Figure 1 highlights some areas of the storage industry value chain where
boundaries have started to blur.
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Figure 1: Transformed Storage Industry Value Chain due to the Digital Five Forces Impact
In our engagements with industry players, we have observed that the following areas are at the forefront of this value chain transformation:
Component manufacturing: Companies need to innovate continuously in this space to increase their market share in new areas. For
example, leading hard disk drive companies are acquiring solid state drive companies (client or enterprise based SSD, SSD controller
products, enterprise flash accelerator card, SAS SSD manufacturers) to stay ahead of the competition. This has led to a consolidation of the
SSD market. The global SSD market (both client and enterprise) is expanding at a CAGR of 40.7%, and is expected to reach USD $229.5 billion
by 2022.1 Networking companies are also focusing on pursuing storage networking innovations to enable enhanced SSD adoption in the
industry. These innovations include the Gen 6 Fibre Channel and 400 Gb/s Ethernet speed.
Comprehensive portfolio storage: Another noteworthy trend is the increase in collaboration between enterprise software, platform,
network, and storage companies. This is resulting in the creation of integrated solutions (for example, converged infrastructure solutions,
hyper converged infrastructure solutions) which will undoubtedly score better with customers. Hence, companies are looking to offer endto-end solutions to customers through acquisitions and alliances. The growth of the storage hardware and software market in terms of
revenue is expected to go through challenging times.

[1] Transparency Market Research, ‘Global Solid State Drive Market to Post Exponential CAGR of 40.7% till 2022, Asia Pacific to be most Lucrative Region,’ September 18, 2015,
http://www.transparencymarketresearch.com/pressrelease/solid-state-drive-market.htm,
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Niche technologies: Companies are focused on creating products such as all flash array,
hyper converged storage, cloud storage to meet the emerging requirements of customers.
Cloud storage: Companies in this space are from multiple categories, for example, new
entrants to the storage industry, existing component manufacturers, comprehensive
portfolio storage firms, or independent software vendors (ISVs). The pay-as-you-grow model
is not only driving sales but also changing the dynamics of the industry. Several companies
offer cloud storage services either in partnership with storage companies or by developing
their own products. The companies offering cloud storage infrastructure services are
considerably impacting the cost optimization and scalability aspects, since they use
commodity hardware and self-developed storage software to provide services to end
customers (B2B or B2C). With the capability to store enormous data volumes, private and
public cloud storage models are expected to grow in popularity.

Technology Trends Driving the Change

Component manufacturing
companies and
comprehensive portfolio
storage companies are
acquiring new businesses
to directly serve B2B and
B2C customers by offering
storage appliances and
cloud software. This has
resulted in the blurring of
boundaries between the
segments in the storage
industry value chain.

Some technologies that are driving the change in the storage technology space are
described below:
Solid state drives and hard disk drives: The need for improved response time and greater storage capacity is encouraging storage
component manufacturers to develop innovative products. For example, SSDs with 3D NAND flash technology and HDDs with shingled
magnetic recording ability are being launched to offer increased storage with better performance.
Storage appliances and software: Organizations are demanding simpler methods to provision, allocate, use, and de-allocate ‘compute,
storage, and networking’ infrastructure, which is creating the demand for new technologies. Here are some examples:
n

Software-defined storage: Decoupling of storage hardware and software is the way forward, where the storage operating system
(OS) and proprietary hardware will not be tightly bound with each other, and commodity hardware will be standardized for
compatibility with storage OS. SDS will enable administrators to meet their requirements while bringing cost optimizations.

n

End-to-end integrated infrastructure (platform, network, and storage): Converged and hyper-converged infrastructure (including
SSD-based) of enterprise products that package server, storage, and networking architectures together, are gaining traction in the
market. This will help customers improve infrastructure deployment and management efficiency.

n

Data protection and storage management software: Data protection software should be able to back up, archive, and recover new
type of data sets such as machine-generated data and social media feeds integrated through traditional and cloud-based systems.
This will provide a ‘single source of truth’ for simpler backup and archival management. For storage management software and tools
companies, the current focus is on predictive analytics. The move toward prescriptive analytics will help administrators resolve issues
proactively in a cost- and time-effective manner.

Cloud storage: Given the rapid growth of digital data, due to social media and Internet of Things (IoT)-enabled operations, the operational
cost of maintaining high-growth traditional storage infrastructures is driving companies to opt for cloud storage adoption. There has been
an increase in the adoption of hybrid cloud and private cloud frameworks. Companies are adopting proprietary and open community
standards such as OpenStack and the Cloud Data Management Interface (CDMITM) to address interoperability challenges between cloud
storage providers so that end customers can be served seamlessly and effectively.
Finally, futuristic technologies such as input or output optimization, copy data management, open source storage, and enterprise file
synchronization and sharing will play a key role in improving performance, reducing data, and optimizing capital expenditure costs, thus
enhancing operations in next-generation data centers and finally improving customer experience.
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The Way Forward
Storage companies need to shift their focus to digital transformation if they are to effectively address emerging industry trends. They need to
develop products using futuristic technologies; for example, erasure coding feature, which offers better data protection capabilities to
address the increasing disk capacity sizes. Another example is prescriptive analytics-based auto remediation of storage infrastructure to
meet service level agreements, thus enhancing customer satisfaction.
Companies can increase product agility and improve cost optimization by selling software and non-proprietary hardware separately, which
should, however, be tested for compatibility. Also, with storage software providing seamless integration of multi-data storage infrastructure
tiers, the demand for software-based platforms for storage is increasing.
Lastly, companies can adopt new business models to increase market share and drive profitability. For example, they can either offer cloud
storage or provide solutions that integrate with application software, server, and network product companies referred to as vertical
convergence.
We believe that reorienting business and operating models, and exploring new markets and product lines are some aspects that storage
companies must focus on for a well-rounded growth strategy in the times to come.
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