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Sun Microsystems is one of my favourite vendors. I wrote in a column a couple of years ago that Sun was a splash of colour on an otherwise grey industry, and that fact remains. But Sun has fallen on hard times. It is now facing, at the ripe old age of 21, its biggest challenge.
Sun is a victim of the commoditisation of hardware and software. Almost alone, it has resisted the Wintel tide, sticking with its own processor architecture and its own operating system. This is becoming harder and harder to justify, and Sun’s margins are shrinking, at a time when the whole industry is having to reinvent itself.

Sun was born in Silicon Valley in 1982 as part of the early fervour that saw the rise of companies like Apple, Intel, Oracle and a hundred others. Sun was conceived by Vhinod Khosla , an Indian electrical engineer who saw the opportunity to build a high performance general purpose technical workstation.
The PCs of that era were little more than toys, and the minicomputers were very expensive. They were also typically shared between many users, and the more people that used them the lower the performance. A technical workstation was a device that would be much more powerful than a PC, but much cheaper than a minicomputer, and dedicated to a single user.

A few companies, like Apollo, had started to make workstations, but Khosla’s idea was to make them from readily available components to keep the cost down. He got some venture capital, was joined by three others – Andy Bechtolsheim, Scott McNealy and Bill Joy – and Sun was born.
The name came from “Stanford University Networks”, after the famous Silicon Valley campus, where the founders had studies and near where the young company was located. They were immediately successful, and Sun joined the Fortune 500 with $US1 billion in annual revenues within a few years. Founder Scott McNealy became president, a position he still holds today.
Sun made a successful transition in the late 80s and early 90s from workstations to servers. The workstation market died once PCs became powerful enough to do many of the jobs they were designed for, and Sun moved supplying the corporate infrastructure, competing against mainstream suppliers like IBM and HP in the boom years of the 90s. By the end of that decade Sun was pushing nearly $US20 billion in annual revenues, and was by any standards a major player.
Sun’s servers powered most of the companies behind the Internet boom. Solaris, its version of Unix, was widely regarded as the most robust, and had the largest market share. Sun became a major software company in its own right, and originated the Java programming language, now an industry standard.
But that was then, this is now. Sun’s revenues have plummeted, down by a third last year. Its strong profits have gone, replaced by its first annual loss since the early days of the early 1980s. Practically all of the senior management team have left the company in the last two years. Analysts across the industry are predicting that Sun will have a difficult time recovering, and may even die in the next few years.

What went wrong? It is not hard to pick. Sun made its name with high quality hardware and software. It was not the cheapest stuff around, but people needed servers and operating systems that were robust and of industrial strength – (“mission-critical” is the usual industry jargon). Sun’s higher prices were the premium people paid for that assurance.
But over the last decade Intel-based servers and Microsoft’s Windows operating system have displaced all other architectures and operating environments. They have improved immeasurably in robustness and sheer performance, while remaining very inexpensive. Sun has done its best to meet the challenge, but there is no way a proprietary operating system and a proprietary chip architecture can come close to matching the price/performance of Wintel.

Add to that the general downturn in the industry and the growth of Linux, and you have Sun’s perfect storm. Industry guru Robert X Cringely, whose “Accidental Empires” remains the best book on the early days of Silicon Valley, believes Sun’s days are numbered. In his weekly Pulpit column (www.pbs.org/cringely/pulpit) he says that Scott McNealy is “throwing Sun away”, hoping that some happy accident will rescue Sun before it goes broke.
“I don’t know exactly what Sun should do to save itself, but I know it has to involve a bold and brash move that changes the entire company, and with that the entire game. Sun has to reinvent itself.”

Sun has done that before. But I agree with Cringely that it is hard to see where the next idea will come from. Sun is still trying to beat IBM and HP at their own game, and there is no longer any advantage to Sun in investing huge amounts in proprietary hardware in an increasingly commoditised world. Only IBM is big enough to do that.

McNealy may yet surprise us all. I hope so. The IT industry needs companies like Sun Microsystems. Here’s my prediction: Sun will merge with Fujitsu, with which it already has a close relationship. That will give the combined company global reach – Fujitsu is big in its home market of Japan, and in Europe, where it acquired ICL, but it has virtually no presence in the USA.

Stranger things have happened. Whatever the case, the Sun of five years from now, if it is still around, will be a very different company that we know today.
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