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The Enterprise Moves to “On-Demand”
Consumption

Model ¥ =

Service
Delivery Model

«In house platform
eLabor intensive

*On-Demand
eTechnology Driven

Architecture

<Monolithic
Client-Server
* “Money-Pit”

e Legacy

e Non Standard

eIntegrated

e Services Orientated
Architecture
eStandardized

Payment

ePay In Advance
eHigh CapEx

ePay As Consumed
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Software as a Service

Characteristics Benefits

Network delivered access to
commercially available software

No local infrastructure or
software to purchase or
maintain

Applications & data are available
anywhere with network connectivity

Application delivery is one-to-many
model

Operating costs are reduced by
managing infrastructure in central
locations rather than at each
customer’s site

Built on optimized & robust platform

Improved availability and reliability

Customer pays for as much as they
need when they need it

Lower TCO
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Customers Buy Much Less with SaaS

ltems to Purchase with ltems to Purchase with SaaS
Enterprise Software

* Software

* Laptops and Desktops ® S Oftware

« Hosting and Networking
— Internet Connection

— Internal Networks ® L a to S
— Network Administrators p p
* Servers
—Systems Administrators .
—Systems Management Soft. o I nte rn et C O n n e Ctl O n
—Applications MiddleWare
* Database Software
— Disk Arrays for DB
— Backup Software
— Tape Drives
— OffSite Storage
—DBA’s
 Security
— IDS Software
— Security Experts
« Application Management Experts
e End User Help Desk
— Follow the Sun Support
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3 Huge Impacts to Infrastructure Vendors

e New Customer
« New Technologies
e New Revenue Model
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Traditional Sales

Hardware,
Software and
Services Vendors
all have enterprise
as customer

Both sell up-front
capital intensive
solutions to
Enterprise
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SaaS Sales

e |nfrastructure
Companies
(Hardware,
Software and
Services) Sell to
SaaS Vendor

e SaaS Vendor Sells
to customer
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Infrastructure will evolve to On-Demand

 Repackaging
enterprise products not
enough

e SaaS companies are
selling on-demand

e Infrastructure
companies who sell to
SaaS companies will
have to sell on demand
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Properties of SaaS Technologies

* Wil have to be priced based on usage

 Will need to be able to leverage multiple
SaasS offerings

e Open Standards Based Technologies

o Uptime will be key
— Reliability
— Disaster Recovery
— Security
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Changes in IT Spend

o Currently most 80% of IT -
Spend is on Hardware and WorIdW|_de IT
Software Spending

o IT is focused on Information
“TECHNOLOGY” 39%

41%

20%

B Services B Software
B Hardware
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SaaS Companies Much Different

* When an Enterprise Buys _
SaaS most revenue goes to SaasS Margins
SaaS company 0%

« SaaS COGS represents
amount going to infrastructure
hardware, software and head
count

e |Sis now focused on
Information “MANAGEMENT”

80%

B Margin BCOGS
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The Shift Has Already Happened

First Generation SaaS

« Consumer Tech is already

there Companies are leading the
« Look who is capturing a way for enterprise spend
large portion new consumer ¢ These companies capturing

technology spend up to 90% margins

YaHOO! (CGoogle | -
oogle

amazon ehY Rightov
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http://rds.yahoo.com/S=96062857/K=ebay+logo/v=2/SID=w/l=II/R=1/SS=i/OID=c25794ec7e70e682/;_ylt=A0Je5mff.wREP1EBWryJzbkF;_ylu=X3oDMTBjMHZkMjZyBHBvcwMxBHNlYwNzcg--/SIG=1btvvavga/EXP=1141263711/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Debay%2Blogo%26ei%3DUTF-8%26fr%3Dsbcfp-imp%26x%3Dwrt&w=400&h=165&imgurl=www.fashionunited.de%2Fgfx%2Febay_logo.jpg&rurl=http%3A%2F%2Fwww.fashionunited.de%2Fnews%2Febay.htm&size=7.0kB&name=ebay_logo.jpg&p=ebay+logo&type=jpeg&no=1&tt=7,286&ei=UTF-8
http://rds.yahoo.com/S=96062857/K=salesforce.com+logo/v=2/SID=w/l=II/R=24/SS=i/OID=65ecdf0f8c3eb2cc/;_ylt=A0Je5qhR_AREvSIAgH.JzbkF;_ylu=X3oDMTBkdjI4bXVrBHBvcwMyNARzZWMDc3I-/SIG=1cgkkpbcr/EXP=1141263825/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dsalesforce.com%2Blogo%26ei%3DUTF-8%26imgsz%3Dall%26fr%3Dsbcfp-imp%26b%3D21&w=223&h=78&imgurl=kanno.blogs.com%2Fblog%2Fimages%2Fsfdc.gif&rurl=http%3A%2F%2Fkanno.blogs.com%2Fblog%2Fbusiness&size=2.4kB&name=sfdc.gif&p=salesforce.com+logo&type=gif&no=24&tt=24&ei=UTF-8
http://rds.yahoo.com/S=96062857/K=rightnow+logo/v=2/SID=w/l=II/R=5/SS=i/OID=f82f0e9c1b4119a8/;_ylt=A0Je5wtn_AREMiYAANWJzbkF;_ylu=X3oDMTBjZGM1ZGE1BHBvcwM1BHNlYwNzcg--/SIG=1ea4tlmc4/EXP=1141263847/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Drightnow%2Blogo%26ei%3DUTF-8%26fr%3Dsbcfp-imp%26x%3Dwrt&w=298&h=98&imgurl=www.contactcenterworld.com%2Fimages%2Frightnow_logo.jpg&rurl=http%3A%2F%2Fwww.contactcenterworld.com%2Feventsfp.asp%3Fevid%3D%7B0EDB9371-A787-4104-AD38-FB4ED7277692%7D&size=11.3kB&name=rightnow_logo.jpg&p=rightnow+logo&type=jpeg&no=5&tt=11&ei=UTF-8
http://rds.yahoo.com/S=96062857/K=webex+logo/v=2/SID=w/l=II/R=3/SS=i/OID=966f438e92825f66/;_ylt=A0Je5myE_ARESXYAcaWJzbkF;_ylu=X3oDMTBjcXBoZjEwBHBvcwMzBHNlYwNzcg--/SIG=1c1a20sq0/EXP=1141263876/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fei%3DUTF-8%26fr%3Dslv1-%26p%3Dwebex%2520logo&w=154&h=53&imgurl=www.meetingmakers.com%2Fwebex3451%2Fimages%2Flogo_webex_lg.gif&rurl=http%3A%2F%2Fwww.meetingmakers.com%2Fwebex3451&size=1.6kB&name=logo_webex_lg.gif&p=webex+logo&type=gif&no=3&tt=42&ei=UTF-8
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What Does It all Mean

 Infrastructure Companies (Hardware, Software and
Services) will need to retool their offerings to serve
the SaaS vendor and the On-Demand Model

e SaaS Vendors will take a much higher proportion of
the technology spend than traditional Software
Vendors

* Inthe end, the companies that provide the most

value to either the end user or the SaaS company
who supplies the end user will emerge the victors
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Success Based Delivery
of Software as a Service (SaaS)
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