SaaS: Thefact, thefiction and the fanatical

Definitions, dogma and misdirected debate are cginfuthe issue
of what software deployment option is right for yorganization

One of the hottest technology topics of late is\Baife as a Service, otherwise known as SaaS. @Gieesputtering state
of the global economy, it is not surprising. Smalledgets, bigger workloads and fewer staff havahlined to create a
perfect storm of sorts for its growth. But the fidlustry, made up of analysts, vendors and tradéamisddriving the
conversation in the wrong direction. Rather thatufing on the practical and proven, debate hag@hbn the
theoretical and academic. As a result, the maskehowing signs of confusion which, if industry lgstaisurvey data is an
indicator, threatens to turn into genuine dissatitibn with even the idea of SaaS. Over the nextynparagraphs, | am
going to explore these subjects and attempt to kieidon which software deployment option may iggat for your
organization.

What is shaping the discussion?

Rarely in the real world is any issue, be it pead@m professional, a matter of the black or whitstead, it is about
shades of gray. The IT industry, however, doesaein to subscribe to this notion. Otherwise, itldhowt continue to
assign value based on how well a vendor offerifgnalwith a particular definition, conceptual mgdedronym, the latest
trend or check box criteria used in analyst ranking

While such mental exercises are interesting, thisg the point. Organizations do not buy definitiongheck marks to
solve very specific business problems - they pugetsaftware for this reason. Assuming otherwisg setves to do the
market a terrible disservice as it does not retleetgray-tinted reality that decision makers ddtth each day.

Understanding this about the IT industry, it shatdthe as no surprise that the SaaS debate is fopesed on the strict
compliance of vendors with definitions.

So how doestheindustry define SaaS?
There is no single definition of SaaS. That sdidar@ somewhat similar and focused on the notiocompletely shared
architecture. A good place to turn for a widelyereihced definition of SaasS is Gartner, one of thetrwell-respected
analyst firms in the world. The September 12, 2@tner report, Market Trends: Software as a Service, Worldwide,
2007-2012 states:
“Gartner defines Saa$S as software that is owndileded and managed remotely by one or more prosidehe
provider delivers an application based on a siegteof common code and data definitions, whictcaressumed
in a one-to-many model by all contracted custoraaggime on a pay-for-use basis, or as a subsanifdsed on
use metrics.”

Vendors that strictly adhere to this definitiondamhose software is only available by SaaS, aenakferred to as “pure
plays.”

For some organizations, a pure play SaaS solutmnintdeed be the right choice. Consider the folimascenarios where
a by-the-book definition of SaaS might help compani
» Business X does not now, nor will it likely evegve a capital budget large enough to cover theoapfr
investment required of an on-premise solution. etakble monthly costs and the ability to pay wiffemating
budgets make SaaS an appealing option.
» Company Y does not have an in-house IT persorjdete a team. A SaaS deployment installed and neanayg
the IT vendor may be the only way to get the safewa
» Organization Z wants to deploy a customer relatignmmanagement, or CRM, system. It is also inteckst E-
Learning and Web conferencing. Applications likesth involve common business processes and typically
require very basic integration.

Bridge over troubled water ?

Stating the obvious, not all processes are creajadl. Yes, there are scenarios where pure play Bdhe best
deployment option. For example, it may be approprehen processes are self-contained and simitasgamany
organizations.



But pure play SaaS is absolutely not right foisiliations. For instance, transactional contentagament software, a
“flavor” of enterprise content managemestECM, is at its core an integration systenis lesigned to integrate with
any number of systems, by SaaS or on-premise ttoratieaccounts payable (ARrocessespsuranceclaims,patient
chartsand the processing pérmitsandloans Processes such as these that require a gregteedsd workflow
configuration and integration with other systenss raot appropriate for the pure SaaS model.

The point is that while SaaS should be a choicghauld not be the only choice. The best optiorafoprganization can
only be determined after a careful and thoroughméxation of all such unique factors. Advancing aseanything but a
choice is to offer no choice at all. It is alsceaipe for disaster.

Consider the May 29, 2009, Gartner repditataquest Insight: SaaS Adoption Trends in the Bn8.U.K,” in which
some dissatisfaction with SaaS was highlighted.eixample, according to the study, the top two nesgoganizations
put SaaS on hold are high cost of services (42péaf respondents) and difficulty with integrati@®8 percent of
respondents).

In a July 8, 2009, press release concerning thertreptitled ‘Gartner Survey Shows Many Users are Underwhelmed by
Their Experiences of SagSwiggy Lo, principal research analyst at Garfneas quoted as saying: “At a time when
SaasS is becoming more of a consideration for motergrises, the results of this survey will be semet disquieting for
SaaS vendors. Underwhelming customer satisfactiores, hesitation over the true cost of SaaS solsitiand concerns
regarding how successfully SaaS applications cantbgrated with other applications all point teuss that will need
addressing and resolving.”

Doesthismean SaaSis flawed?

What this means more than anything else is thatidudet is evaluating SaaS primarily on false aggioms. One thing
you will almost never hear a pure play vendoryell is that SaaS may not always offer a lower tmat of ownership
than on-premise. So when organizations considSaafs see actual projected long-term costs, thegoamg to
experience something called “sticker shock.” In¢hse of SaaS, as evidenced by the survey findirigdeading to
disgruntled former prospects.

The issue ointegrationis a bit different. There is a blanket assumptiat no software delivered by SaaS can integrate
as well as its on-premise counterpart. As is thse gdth most blankets, there are holes in this Abéity to integrate is
determined by the capabilities of each individuahdor. Before assuming the proverbial blanket apphsk vendors,
SaaS and on-premise, to provied@mples of customessiccessfully integrating with systems similar ¢mryown.

Let us close this section with another quote, ftbensame statement noted above, from Ms. Lo off@artMost
importantly, vendors must re-affirm the fundamentasfithe SaaS model — that SaaS solutions arefigtitmpler, more
intuitive, more agile and more modest.”

Well said. For it seems clear that when pure ptige to promise more than the model is capabtielifering, chinks in
the armor start to appear.

What are the choices?

Although pure SaaS has limitations, there are @wilcat meet the needs of organizations with mamgotex
requirements. Of course, traditional on-premisdaigpent remains an option for some. But many singalynot afford
it, support it or justify it. Another model worttorsidering is one | will refer to as the “choicedrb”

The focus of the choice model is to deliver sofevira manner that aligns with the needs of theocwsr. These vendors
are not committed to only SaaS, but rather progidboice of on-premise or SaaS. Such providershway the best
position to meet the requirements of an organinat@hoice approaches heed back to the old fashicustdmer service
credo: “How may | help you?”

Software is a long-term decision. Over time, cirstances may dictate a change from one method them&hould
your requirements change in a way that lessengalue of SaaS, or if your business needs evoltbaton-premise no
longer works, you do not want your organizatiotnédocked into a deployment option. Choosing a vetitht does not
offer choice is akin to closing the door and thmogvaway the key.

Does a choice delivery model include a SaaS option?
It depends on who you ask to define SaaS. In nassts; choice delivery models do not adhere tottioe definitions of



what a SaaS architecture should look like. In faxist pure plays and analysts refer to the Saa®paf the choice
model | am advancing as a hosted deployment. Egiate any confusion, | will refer this model asten/SaaS. What
distinguishes SaaS from hosted is the degree tohvehierything is shared. All pure play SaaS custsrypically share
all parts of the infrastructure, including the haade, network, database, software application hadlient interface. On
the other hand, hosted/SaaS customers have inftage segments that are dedicated to their indatideployment.

The hosted/SaaS model is not focused on fittinglyedo a definition. Rather, it is designed toeheustom
requirements such as tight integrations with ciore of business applications. It does all this wioiffering many of the
same advantages of pure play SaaS, including skagtg, redundancy, scalability and Internet acdesshe customer,
it looks just like the definition, but it comes itut the limitations of a pure play solution.

In the end, organizations have to decide if thegtvt@a partner with a vendor that adheres to atsrichitectural
definition or one proven to solve problems eithgSaaS, hosted/SaaS or on-premise.

The successful vendors in the long-run will be ableandle this requirement with the fluidity oflaoice model. Purist
SaaS vendors will not be able to meet customeetdsin every situation without compromising somabét they
believe makes them stand uniquely apart from omjze software vendors.

Before dismissing all offerings that are not by-Huwk SaaS, | ask that all purists answer theiotlg questions:
» Is SaaS architectural purity possible or even dbkirin all cases?
»  Will the economies of scale of complete multi-texyahold up in all scenarios?

What isyour angle?

Hyland Softwareoffers what | referred to as the choice model.giWe organizations choice when it comes to how to
deploy their ECM software. Most choose on-premisg,an increasing number are choosing our SaaByau prefer,
hosted model@nBase OnLineln fact, we recently openechaw European data centersupport growing worldwide
demand for our hosted/Saas offering.

In the end, market conditions have combined to n®da&S, hosted or whatever you choose to calhipi® attractive,
and perhaps the only, option for more organizattbas ever before. And increasingly, they do no¢ ¢eow the software
that solves those problems is delivered or defikedw that your organization has a choice. Itnstifor the inflexible
dogma that declares pure plays’ definition appwedprfor every situation to end. Doing so may atyusdcelerate the
growth of the market for the SaaS delivery model.

If you have questions about deployment methodotwdyCM, | welcome hearing from you directly at 83 207 484
8557 ormark.greatorex@OnBase.com

Mark Greatorexs the director of Europe and Africa for Hylandf8@re. Based in Hyland's London office, Mark has
enjoyed a long and successful career in the softwradtustry that includes stints at Microsoft, IBOkacle, Hewlett-
Packard and, most recently, Meridio (now an Autop@empany). A past chairman of the Associatiorrffarmation
and Image Management (AlIM, the ECM industry bolg)uses his extensive experience to help cust@ndrpartners
alike use ECM to solve real world business problenasi can learn more about Hyland Software at
http://www.OnBase.com




