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Summary As originally projected by Saugatuck in April 2006, and later updated in
2007, 2008 and earlier in 2009, use of Software-as-a-Service (SaaS)
offerings continue to evolve from point solutions to ever more integrated
business process solutions. Not surprisingly the challenge of integrating
these SaaS offerings with existing workloads is also evolving from
simplistic, albeit, painstaking data integration to more complex process and
workflow integration. This Strategic Perspective focuses on user
requirements for integration, and offers insights for SaaS providers when
evaluating how to accomplish integration of their offerings.

So What? User organizations have definitive views of the fundament benefits they
hope to attain via adoption of SaaS offerings. They also have basic
concerns about adoption of SaaS offerings. When viewed together these
benefits and concerns clearly depict the importance of rapid integration of
Saas offerings. SaaS providers should recognize the potential impacts
integration can have on everything from duration of the sales cycle to
customer satisfaction.

Perspective It is no surprise that the complexity of SaaS solutions — and the
requirements for integration — is increasing over time.

Figure 1: Expected Business Benefits from Adopting SaaS Offering
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Note 1:

Saugatuck Global SaaS
Survey

To gauge the impact of the
economic crisis on real-world
buyer SaaS plans and
investment, Saugatuck
conducted a global web survey
of user IT and business
executives, ending in
December 2008.

This largest SaaS-focused
survey to date, conducted in
partnership with
BusinessWeek Research
Services, captured input from
nearly 1,800 respondents,
spanning all geographies, the
full spectrum of organization
size, and eight core industry
groups.

To supplement this research,
Saugatuck conducted
telephone interviews with
Saas decision-makers within
user firms, and held briefings
with leading and emergent
Saas providers and
established software and
services providers.

Analysis, insights, and
guidance based on this
research was published
throughout 2009 via
Saugatuck's premium
Continuous Research Services
(CRS), including a
comprehensive 28-page
Research Report entitled “An
Endless Cycle of Innovation:
Saugatuck SaaS Scenarios

Through 2014”, published
27Aug09 (SSR-634).

a SAUGATUCK
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The more mature SaaS grows, the more sophisticated become SaaS
solutions’ abilities and the demands placed upon them. This drives an
increasing need for integration, between Saa$S solutions and between
SaaS and on-premise solutions.

Our latest surveys reinforce SaaS users’ interest in, and need for,
integration. In Figure 1 we present the results of a question asked in our
most recent SaaS survey. (See Note 1 for a detailed description of the
survey.) In this question, we asked respondents to identify the top three
benefits they expect to attain by adopting a SaaS solution.

Not surprisingly the most frequently identified benefit relates to reduction of
costs. This seems to be a common thread across most surveys published
in trade press. However, we believe it is significant to note the rankings of
"Speed of Implementation” and "Faster Time to Market". Both of these
benefits imply a definitive requirement for rapid implementation of the SaaS
offering. This creates a compelling requirement for rapid integration of the
Saas offering with existing data formats and workloads.

This requirement for integration is brought into even better focus by the
responses to another question in our survey. We asked respondents to
identify their top three concerns about deploying a SaaS solution. The
responses are summarized in Figure 2.

Figure 2: Concerns About Deploying a SaaS Solution
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Source: Saugatuck Technology Inc., 2008/2009 global web survey, N=1788

Again, the highest ranked concern, i.e., data security and privacy, is typical
of many surveys of this kind. However, the second and fourth items clearly
show recognition of the challenges of integrating the SaaS offering with
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existing workloads and with existing data structures. We also believe it is
worth noting that the lowest-ranked concern, integration of the SaaS
offering with other SaaS applications, demonstrates that users are only just
beginning to consider the implications of a future hybrid environment
wherein multiple SaaS offerings and existing in-house workloads must
peacefully coexist.

Figure 3: User and Vendor Views of Integration Alternatives
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Given that integration is a key requirement for any SaasS offering, the
logical question for any SaaS vendor is how to best perform integration of
the offering for customers. We believe that the approaches to performing
integration of a SaaS offering can be grouped into three basic categories:
User-Executed, Independent 3" Party-Executed, and SaaS Vendor-
Executed.

This last category is subdivided into two alternatives: the SaaS vendor sells
and utilizes a self-developed integration solution, and the SaaS vendor
sells and utilizes an integrated general purpose solution developed by a 3™

party.

For each category and sub-category we have identified the positives and
the negatives for the SaaS vendor and the user. Figure 3, above
summarizes them.

e User- Executed Integration. When users provide their own integration,
there is practically no cost to the SaaS provider. However, the SaaS
provider also has no control and little influence over how the integration
is accomplished, which could lead to technical and operational
problems that may seem like the fault of the SaaS solution. The user
organization may have more control, but also encounters an increased
need for resources, including skilled labor and project management.

e Independent 3" Party-Executed Integration. The user may elect to
bring in a 3" Party to perform the integration. Possibly the SaaS vendor
recommends one or more 3" party integration providers. This benefits
both the SaaS provider and the user by limiting exposure and costs, but
deprives both the provider and the user from some measures of control
over the integration project quality and timeliness. One or both parties
will also see increased costs of vendor/provider management.

e SaaS Provider-Executed Using Self-Developed Solution. When the
SaaS provider provides the integration (typically a combination of
software and professional services), the provider is delivering added
value for incremental revenue. While this approach yields increased
presence and role within the user organization, there is increased
responsibility and an increased need for resources.

While each integration solution can be re-sold, typically there is
considerable “tailoring” for each user. The user organization gives up
some control and pays more out of pocket for the solution, but also can
refrain from investing in resources needed for a potential one-time
experience — while gaining added comfort from any provider warranty
for services and functionality.

e SaaS Provider -Executed Using 3™ Party Developed Solution. We
believe the likely direction for many SaaS providers will be to partner
with a 3" party integration provider. Utilizing a 3" party developed
solution the SaasS provider gains and so does the user compared to the
other alternatives. The 3™ party becomes the source of proven
integration software while the SaaS provider becomes the source of the
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implementation services. This combination can yield a proven software
solution with minimal services costs. The SaaS provider gains
incremental revenue with little exposure to protracted development
efforts or delayed revenue. The user gains from having a single vendor
and a proven integration solution.

Net Impact Saugatuck believes that users will increasingly seek SaaS solutions to
accelerate their own businesses; pursuing new markets, transforming
business processes, etc. Thus, users will elevate the importance of
capabilities for integrating each successive SaaS offering with existing data
and workloads (both in-house and previously adopted SaaS offerings).

User Recommendations: When evaluating any SaaS offering, users
should consider and rank the relative importance of the factors listed in the
“User Positives” and “User Negatives” columns in Figure 3.

For example, limited IT staffing or lack of appropriate skills would pose a
strong motivation to avoid tackling integration of a SaaS offering without
outside assistance. Similarly, a track record of bad experiences with
multiple vendor “finger pointing” during problem resolution would pose a
strong motivation to ensure any solution provided a single point of
responsibility — a “single throat to choke”.

SaaS Provider Recommendations: For SaaS providers, the keys
elements to note in Figure 3 are how the first three alternatives result in
exposures to costs, lack of control over quality and timeliness, and potential
implications for user dissatisfaction.

Each SaaS provider should “personalize” and rank the factors in Figure 3
based on their specific skills, staffing, and market objectives. Since
integration of SaaS offerings will be required for each customer, we
recommend serious evaluation of alternatives which will yield timely
revenue, avoid potential cost exposures, and result in high user
satisfaction.

Lastly, when considering 3" party integration providers to partner with, we
suggest developing a well defined and prioritized list of criteria which goes
beyond focusing simply on partnering terms and conditions such as
revenue. For example, the criteria list should include the following items
which can have a substantial impact on the SaaS provider's costs:

e Functional Flexibility

0 Is the integration function offered in multiple form factors (e.g., on
premise appliance, SaaS based, etc.)?

0 Does the integration function include “support” for commonly used
sources and targets (e.g., Oracle, Salesforce, SAP, etc.)?

o Does the integration function scale appropriately for the customers
in the selected market(s)?

e Overall Support

o Does the integration provider offer training/support for your
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marketing, sales, and installation teams?

o Do project and technical support teams of the integration provider
work seamlessly with your project and technical support teams?

About This Research

This independently developed research was published as a deliverable of Saugatuck's
Continuous Research Services (CRS) subscription research program. Boomi has been
granted the right to reprint and electronically distribute this article through its website,
through 08 Sept 2011.

Entire contents © 1999-2009, Saugatuck Technology Inc. All rights reserved. Opinions
reflect judgment at the time and are subject to change.

About Saugatuck:

Saugatuck Technology Inc. provides market strategy consulting and subscription research
services to senior executives, information technology vendors, and investors, combining
strategy development, business planning, and market intelligence with first-hand research of
executive technology buyer trends. Founded in 1999, Saugatuck is headquartered in
Westport , Connecticut, with offices in Santa Clara, CA and Germany . For more
information, visit www.saugatech.com, or call +1.203.454.3900, +1.408.727.9700 or
+496123.630285.

To request a briefing with our analysts, or for broader Press Inquiries, please contact Chris
Mac.Gregor, at chris.macgregor@saugatech.com.

To sign up for Saugatuck’s complimentary Research Alerts, please click here to register.

To learn more about Saugatuck’s complete catalog of published research, visit our
Research Library by topic area.
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SAUGATUCK

SAUGATUCK OFFERINGS AND SERVICES

Saugatuck Technology is a strategic advisor to senior
executives, information technology vendors and investors,
providing strategy consulting, subscription research and
thought-leadership programs focused on emerging
technologies, key business / IT challenges, and effective
management strategies.

VENDOR STRATEGIC CONSULTING SERVICES

o Market Assessment
Strategy Validation

e Opportunity Analysis
e Scenario Planning

o Competitive Analysis

USER STRATEGIC CONSULTING SERVICES

¢ Leadership and Planning Workshops

o Strategy and Program Assessments

¢ Deployment and Management Best Practices
o Vendor Selection / Evaluations

CONTINUOUS RESEARCH SERVICES (CRS)

 Subscription access to Saugatuck’s ongoing premium
research, including Research Alerts, QuickTakes,
Strategic Perspectives and fact-based and in-depth
Research Reports

o Research agenda focuses on Key Trends and Emerg-
ing Technologies driving change in Enterprise Com-
puting, i.e. SaaS, Cloud, Open Source, Social Com-
puting, as well as market forces and players at the
business process layer

THOUGHT-LEADERSHIP PROGRAMS

o Custom research programs targeting key technology
and business/IT investment decisions of CIOs, CFOs
and senior business executives, delivered as research
reports, position papers or executive presentations.

VALUE-ADDED SERVICES

o Competitive and market intelligence

e Investment advisory services (M&A support,
venture fundraising, due diligence)

o Primary and Secondary market research.

For more information about this or any other Saugatuck
Technology report or service, please reach us through the
contact information below.

To learn more about Saugatuck consulting and research

offerings, go to www.saugatech.com or email

info@saugatech.com. While there register for our compli-

mentary Research Alerts, focused on emerging and dis-
ruptive technologies, key business / IT challenges, and

effective management strategies.

SAUGATUCK OFFICES:

US Headquarters:
Westport, CT 06880
+1.203.454.3900

Silicon Valley:
Santa Clara, CA
+1.408.727.9700

Germany:
Eltville, DE
+49.6123.630285


http://www.saugatech.com�
mailto:info@saugatech.com�
http://www.saugatech.com/researchalerts.htm�



