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XO Communications

Microsoft Solution for Windows Web Hosting Proves More Cost-Effective than Linux 
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Just as businesses must make a decision about which hosting service provider can best meet their business needs, service providers themselves need to determine which solution provider can best meet their needs. For XO Communications, a fully integrated communications service provider delivering local and long distance voice, data, and Web hosting services, Microsoft stands out. The Microsoft solution for Windows Web hosting puts XO in a position to offer a wide range of hosted service offerings to a wide range of customers. Moreover, XO has found that the total cost of ownership (TCO) of Windows 2000–based servers is $1,500 less per system than the TCO of equivalent servers relying on Linux. 

Business analysts will not look back on 2001 as a great year for Internet-oriented businesses—unless, that is, they are looking back on XO Communications. XO’s business, particularly its Web hosting business, has been growing at a healthy rate. In fact, XO’s overall revenues in 2001—more than 50 percent of which derive from Internet-related operations—were 62 percent higher than they were the year before. Clearly, XO is doing something right.

“Unlike some hosting service providers who are experiencing increased challenges due to current market conditions, XO has grown during the first half of 2001,” says James Isaacs, Vice President of Product Management at XO. “We have a very healthy quarter-on-quarter growth rate, and I attribute a lot of that to adopting the Microsoft® solution for Windows® Web hosting, to working very closely with Microsoft, and to being able to sell those technologies effectively in the marketplace.” 

The key to XO’s success in the high-volume hosted solutions marketplace? XO is delivering a range of cost-effective, customer-focused, hosted Web service offerings built on the Microsoft solution for Windows Web hosting—including Microsoft .NET Enterprise Servers and the Microsoft Windows 2000 Advanced Server operating system with Internet Information Services. Not only does the Microsoft solution for Windows Web hosting ensure high performance, availability, reliability, scalability, and security, but its prescriptive architecture and rapid server deployment framework also enable XO to deliver and manage those services more cost-effectively than with Web servers running Linux. The combination is increasing customer satisfaction, decreasing customer churn, and contributing significantly to the growing number beneath XO’s bottom line.
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Superior TCO to Linux-based Systems

XO’s newest hosted Web service offerings are all based on the Microsoft solution for Windows Web hosting. Not only is the solution the one that customers are demanding with increas​ing frequency, but it also is the solution that XO can manage most efficiently and cost-effectively. 

“We recently introduced a Windows 2000–based shared hosting service, and it’s been very suc​cessful,” says Isaacs. “We’ve also introduced Windows 2000 as a managed, dedicated hosting platform, and that too has been very successful. In fact, we’ve gone from about 50 percent of our unit volume being Windows-based a year ago to about 80 percent today.” 

A total cost of ownership (TCO) study at XO, comparing the annualized TCO of comparably configured servers built on Linux and the Microsoft solution for Windows Web hosting, reveals that a Linux system costs nearly $1,550 more per server per year than its Windows 2000–based counterpart. The key difference lies not in the cost of hardware or operating system software but in the annual cost of engineering, administration, and security support. 
Linux-based systems are much more subject to hacker attacks than systems built on the Microsoft solution for Windows Web hosting—and XO officials periodically need to rebuild Linux machines due to security hacks. Jeff Chow, Senior Product Line Manager for Managed Hosting at XO, notes that it can take days to rebuild a hacked Linux kernel and get the server back online for a customer. The engineering expense quickly adds up. The prescriptive architecture, upon which the Microsoft solution for Windows Web hosting is based, as well as the robust security features of Windows 2000 itself, acts to minimize server vulnerability and keep customers from having to work around server downtime due to hacker activity.

Building a Viable High-Volume Hosting Business

“If you look at the hosting business,” says XO’s Isaacs, “there are really two things to consider: How can we scale the cost side of it effectively, and how can we amplify the revenues effectively? The Microsoft solution for Windows Web hosting allows us to do both of these things. We worked very, very closely with Microsoft in the Microsoft Partnership Solution Center, for instance, to design automated Windows 2000 installation and provisioning scripts for our data center. We use these scripts to install, provision, and monitor our managed dedicated machines in a real-time manner. The scripts enable us to bring up Windows 2000–based services with fewer people than we would need on another platform.” 

The Microsoft solution for Windows Web hosting provides a high-volume server deploy​ment framework, which relies heavily on the Microsoft Active Directory™ service. In conjunction with XO’s autoprovisioning scripts, the high-volume server deployment framework ensures that XO can administer, manage, and secure thousands of servers quickly and easily.  

“What we were able to construct in association with Microsoft,” Isaacs says, “is something that we cannot (or “weren’t able to”) duplicate on Solaris, nor can we duplicate it on Linux. As a consequence, we’re going to be able to operate a larger number of Windows-based machines with fewer system administrators.”

Indeed, over the next year, XO anticipates substantially increasing the number of Windows 2000–based servers it supports, and it anticipates supporting these new servers with very little increase in the number of system administrators. Because system administration headcount, and the expense that goes with it, is the single largest constituent cost element in a service provider’s hosting business, the ability to run more servers with fewer administrators goes a long way toward containing costs as the business scales.

[image: image5.wmf] 

Amplifying Revenues

The Microsoft solution for Windows Web hosting has put XO in a better position to increase its average revenue per unit and average revenue per customer. The strength of the Windows 2000 operating system and the service opportunities afforded by the .NET Enterprise Servers enable XO to offer a variety of value-added services on an incremental basis. 

“We just introduced a load-balanced hosted service based on Windows 2000 Advanced Server,” says Isaacs, “and we’ve come out with a higher service level agreement of 99.97-percent avail​ability. Part of our ability to deliver that comes from the Microsoft architecture; part of it comes from the systems work that we’re doing with Microsoft. 

“We’re also in the process of launching a series of applications on top of our managed hosted services offering,” Isaacs goes on to say. “We’ve added support for Microsoft SQL Server™ and are adding support for Microsoft Commerce Server and for media streaming as well. We can use the same technology framework to derive more revenue from each of our customers. At the same time, we’re decreasing churn and amplifying revenues over time. As customers buy more and more services from your organization, the chances of them leaving you and going to another provider are greatly reduced—and that has a huge amplification effect on revenue over a long period of time.”
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Solution Overview





Customer Profile


XO Communications is an integrated communications service provider offering local and long distance voice, data, and Web hosting services. XO runs more than 3,000 Web servers in seven data centers around the world. Its revenues in fiscal year 2001 exceeded U.S.$1.3 billion.





Business Situation


XO offers shared and dedicated Web hosting services to small and midsize enterprises. It needed a managed hosting platform that would enable it to scale its services quickly, easily, and cost-effectively. It also wanted a platform upon which it could introduce new value-added services easily in order to foster customer reten�tion and long-term revenue growth.





Solution


The Microsoft solution for Windows Web hosting provides XO with a cost-effective, reliable, scalable, and highly available platform for high-volume Web hosting services. 





Software and Services 


Microsoft Active Directory


Microsoft SQL Server 


Microsoft Windows 2000 Advanced Server 


Microsoft Windows 2000 Server 





"We have a very healthy quarter-on-quarter growth rate, and I attribute a lot of that to adopting the Microsoft solution for Windows Web hosting, to working very closely with Microsoft, and to being able to sell those technologies effectively in the marketplace."


James Isaacs


Vice President, Product Management


XO Communications











For More Information


For more information about Microsoft products and services, call the Microsoft Sales Information Center at (800) 426-9400. In Canada, call the Microsoft Resource Centre at (800) 563-9048. Outside the 50 United States and Canada, please contact your local Microsoft subsidiary. To access information using the World Wide Web, go to � HYPERLINK "http://www.microsoft.com" ��www.microsoft.com�. 


For more information about XO Communications services, call (800) 539-0214 or visit the Web site at � HYPERLINK "http://www.xo.com" ��www.xo.com�. 
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"What we were able to construct in partnership with Microsoft is something that we cannot duplicate on Solaris, nor can we duplicate it on Linux."


James Isaacs


Vice President, Product Management


XO Communications
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