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In this paper we discuss the relevant criteria for evaluation of SaaS solutions tar-
geting small and mid-sized firms, and we raise the key questions that should be
asked. It isimportant to ensure that the qualities of the SaaS solution will align
well the business requirements and be sufficiently adaptable to meet the needs of
change and growth. We also provide an evaluation template for executivesto use
in conducting evaluations of SaaS solutions.

One can hardly turn a page in a business jourdalytavithout reading about the
business advantages of Software as a Service a&. Saght now, SaaS seems to
be everywhere you look. And the reason is prethps. SaaS provides a more
cost-effective alternative for enterprises to aghitheir business objectives than
traditional packaged applications. At the same t8aaS alleviates many of the
responsibility of managing the hardware, softwaetworks, and people that are
“behind the scenes” of small and mid-sized entsepbusiness operations.

SaasS business solutions are advantageous in masy Waey are more affordable
and implemented more quickly. The modular functivyaf SaaS solutions is
fairly easy to extend, modify, and integrate withremise vendor software in the
current generation of SaaS. Because SaaS subsenpicing includes all of the
underlying data center infrastructure, and the aghgs and new releases, you can
focus on your business with the confidence thatyting is being managed for
you. All you need is a browser and access to tteriet. The rest is in the cloud.

However, SaasS solutions may not be right for egengller or mid-sized firm. You
may wish to consider a traditional vendor softwiarense if the required function-
ality is directly tied to the core value your bless provides. Or, if you have al-
ready invested significantly in internal IT, apolur internal IT is closely connected
to the value you provide. Or, if regulations requine data you manage to remain
behind your firewall, and the SaaS solution carspiport that.

Conversely, if your company has a limited capitadidgpet, limited information tech-
nology support, or a distributed workforce in aesalor service-oriented business,
you probably should consider SaaS.

Key Questions for the SaaS Provider

Obviously, every business’ situation is differefuhd just as obviously, every SaaS
provider approaches, delivers, prices and supfsrs®lutions in different man-
ners. So to begin “shopping” for SaaS, businesswgikes and decision makers
need to start by asking several important qualgigaoestions of prospective pro-
viders. Based on our ongoing work with both SMEcetiwes and SaaS providers,
Saugatuck has netted down this list to the follgnestions:

Does what seem to be improved functionality inclati¢he things you've
been getting from on-premise software?

Is what appears to be lower cost is really lower?

Will the SaaS solution be consistently availabld provide acceptable re-
sponse time?

If a problem occurs, will the provider be respop8iv



October 2009

Evaluating SaaS Solutions: An SME Checklist

Are the security and data privacy of the Saa$S woitdequate to your needs?
Does the SaaS provider maintain backup and recdaetities?

Will the Saa$S solution permit customization andspaalization that your
business requires?

Will you be able to integrate the SaaS solutiomhwlite other vendor software
you use?

Does the workflow match your internal business gss¢or can you modify
and extend it so that it does?

Will you have access to the data and suitable toolanalysis? Can you use
your own tools?

Does the SaaS provider respond well to supportastquor to requests for en-
hancements?

Is there an open and active community of userbatybu can exchange infor-
mation and share experiences?

SaaS should be approached no differently than #ey important purchase—you
need to be sure of what you are getting. You nedxttsure you are not going to
burden your IT group with more work. You need tcshbee that the SaaS solution
you choose will deliver all the benefits you expect

KEY CRITERIA FOR EVALUATION

A small or mid-sized firm considering SaaS to replar supplement on-premise
vendor software should take care to ensure theb#aS solution under considera-
tion is the most appropriate one. And, in ordegnisure getting the same quality of
solution you have come to expect from on premisevaoe, small and mid-sized
firms should evaluate SaaS solutions carefullysBaiction presents a series of
SaasS solution and provider “checklist” issues tasoder in your SaaS solution
evaluation, along with guidance regarding what reakégood” SaaS solution:

SaaS Solution Functionality

The convenience of having the SaaS business solaticessible “in the cloud,” by
using a browser, does not eliminate, or substifotehe need to define functional
requirements in advance and compare them to theugabaa$S offerings in the
domain. If the Saa$S solution will be a niche fumatisuch as Travel Expense, be
sure to include the functionality required by adjaicfunctions that may need to
share the data or ensure it complies with corpamategulatory standards. The
finance department, human resources, marketingaled departments may all
have particular, related, functional requiremehgt should be considered.

Conversely, if the SaaS solution should be an hatedg Business Suite that serves
all or many parts of the business, be sure to densequirements from all depart-
ments that may be touched, however indirectly heyaaS solution. Should the
best available SaaS solution lack some criticattion, and no alternative presents
itself, you may want to look closely at customiaatand enhancement capabilities
(see The SaaS solution’s customization capabilitédsw) or consider engaging a
SaaS system integrator to augment or develop theresl functionality.
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Saa$S Solution Pricing Terms and Conditions

Executives evaluating any SaaS solution should bmylond the typical, vendor-
provided business cost and value metrics (for examper user, per month”).
These cost and value metrics are just the tip@S#aS and business-impact ice-
berg. Consider the storage charges and serviceugmbrt levels that you may
need to select in the context of your current atdré business operations. Will
your Saa$S solution pricing sustain its value assxecute your plans for business
growth or change? Or will moving to another prictieg undermine the financial
value of the proposed SaasS solution?

While Saas$S pricing is usually far simpler than vensbftware pricing, there is
often a dizzying array of options and pricing tjiemsmetimes with functional dif-
ferences, that should be considered. Sometimesirioiti-year commitments will
be heavily discounted. Consider annual costs ®afipropriate SaaS solution, and
also the bundling choices, upgrade paths, and Salagon roadmaps. You want

to make a commitment that will grow along with ydawsiness, not inhibit that
growth.

The availability (uptime) maintained by the SaaS povider

Carefully evaluate the data center competenci&aat solution providers, includ-
ing services and platform partners. Some SaaSqewm/obffer online access to
their uptime records. An increasing number of Sa@Siders are promising 99.5%
availability, but some very well-known SaaS vendiwa’t offer any kind of ser-
vice guarantees. Ask the SaaS provider for datadéraonstrates the consistency
of uptime over the past several years. If thereeveertages, listen carefully to the
explanations. You need to know what you can exjpent the SaaS provider, es-
pecially if your business requires consistent amlity and your customers will
expect it.

The system response times maintained by the SaaSopider

In addition to uptime, small and mid-sized entesgsi considering SaaS should
carefully evaluate system response time to enbatehe service levels match

their needs and expectations. A system may beyhaldilable, but not suffi-

ciently responsive. Most Saa$S solutions do proemesistent sub-second response
time. You should feel free to ask the SaaS providglemonstrate a history of
consistent sub-second response time, if your bssidepends upon it. You are
outsourcing not only the application functionalityt also a piece of your data
center. You need to ensure the SaaS provider auidhkeor excel your own data
center’s production quality.

The SaaS provider’'s accountability for quality of ®rvice

The Software and Information Industry AssociatiBhA) has published recom-
mendations on how SLAs should be crafted to unkeédtly enforce quality of ser-
vice. The SIAA urged that any SLA should estabbase monitoring performance
levels, credits for non-performance and define hexwd how soon, chronic prob-
lems will be resolved. More specifically, the SlAgld that the SLA should iden-
tify what is being measured and how it is being snead, as well as the number of
times an incident may occur before being considasechronic.

Ultimately, quality of service is nothing more thidne user’s experience. And



October 2009

Evaluating SaaS Solutions: An SME Checklist

SLAs are nothing more than insurance policies. Metire descriptive and a way
to approximate the user’s experience. They arewsstul for correcting problems.
Is there a guaranteed service level agreement (8iahthe SaaS provider stands
behind? There may be credit policy that offersipgaelief should system per-
formance not match its promised service levels.

The best practice for quality of service among ileg&baaS providers includes
website posting of live data on system performaoagagent information on

planned maintenance activities that may impactgperdnce, and historical data on
transaction volumes and response time. When evaduaty SaaS solution, execu-
tives should carefully consider any quality-of-seevguarantees proposed or is-
sued by the relevant SaaS providers.

The SaaS solution’s security and privacy

Security and privacy concerns weigh heavily onrtiveds of most executives of
smaller and mid-sized firms when it comes to cossi) and implementing SaaS
solutions, and in fact have prevented many sméthas from using SaaS at all.
Yet today most SaaS providers have SAS 70 Typedit aertification, ensuring
that the provider has demonstrated controls aptaice and acceptable adherence
to those controls has been attained. Moreovetgttimical safeguards of SaaS
providers are state-of-the-art ,and will exceedrémiirements of subscribing
firms, regardless of their size. Of course, anyamesidering SaaS solutions must
look closely at providers’ security and privacyvsees, and ask specifically about
Sarbanes-Oxley and SAS 70 Type Il audit certifaratiwhich should be docu-
mented in the SLA. Firms in the healthcare industmsidering a SaaS solution
should also ask about HIPAA compliance in regarth&Privacy Rule.

The SaaS solution’s backup and recovery capability

Backup and recovery is one capability that is efseio small and mid-sized en-
terprises. If it is to trust its data to a Saa%isoh “in the cloud,” what happens
when something goes wrong? Does the SaaS prowidigs, hosting partner, man-
age a hot backup site -- and mirror every transadtiith a few seconds delay?
Backup and recovery is something that doesn’t mattall until it matters entirely
too much. No evaluation of a SaaS solution shoalddmplete without a careful
examination of the SaaS provider’s backup and regovapability.

The SaaS solution’s customization and personalizati capabilities

While the first wave of SaaS solutions lacked theability to customize and per-
sonalize, the current generation of SaaS allowsmizged user interface “look and
feel,” additions or changes to the business lagid custom data structures, as
well. Today, even the smallest firms can ensure 8eaS solutions appear and
behave appropriately. Many, but not all, of thereat wave of SaaS providers also
support Web 2.0- style personalization capabilifige tools to support customiza-
tion and personalization range from technical pragner tools to point-and-click
tools that are easy to use. If customization osqmalization will be important to
your firm, be sure to determine whether a SaaS®systtegrator or other technical
expert will be required.

The SaaS solution’s integration capabilities
The key to integrating SaaS solutions with on-psengioftware applications is a
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Web Services API. SaaS providers have for the pastdeveloped their software
in compliance with service orientation and utilgiweb Services standards. This
makes integration relatively straightforward, aligh executives must always plan
for conditions and needs specific to their firmkAasy SaaS solution provider spe-
cifically about whether its offerings include a W8brvices API to enable integra-
tion with on-premise software. The likely answer¥es.” But it definitely is a
question that needs to be asked.

The SaaS solution’s workflow capabilities

Workflow capabilities of SaaS providers are stilblring. Executives in smaller
and mid-sized firms vendor would be well advisedd& whether workflow can be
customized and how flexible it is, whether additibworkflow can be integrated,
and what the longer-term plans for workflow in 8&aS solution are. It is always
possible to redefine a business process in terrhewfthe business solution sup-
ports it, but there is good reason for requirinigeitable to adapt to changing busi-
ness needs. Flexibility in workflow is essentiab&ing able to redesign a business
process for greater efficiency or value. As Saa8flow capabilities continue to
evolve, we expect to see far greater flexibilitystomization, personalization and
integration than exists today. However, it is eiakto understand what the limita-
tions and capabilities of the SaaS solution’s wioskfare at present and how the
SaaS provider plans it to evolve.

The capability to access and analyze SaaS data fonsiness purposes

Any executive of any business of any size consigeasi SaaS solution cannot over-
look the importance add hoc data analysis. SaaS solutions may be designed for
limited inquiry and a few canned reports, for opeEssSQL-based queries or a
flexible report writer, or with an open interfacepgermit SaaS business intelli-
gence tools to interrogate the dadhat matters most are the requirements of

your business. If extensive inquiry is required and especiallyadelicing-and-
dicing,” then (in addition to any built-in capaliis) the more flexible and open
the SaasS solution is the better. Some SaaS sadudien permit Web 2.0 mashups.
The most advanced SaaS solutions encourage andrsdpgp-in, third-party, data
analysis capability enabled by a Web Services API.

The SaaS provider’s responsiveness to support regsts

Because smaller firms tend to depend so greatlyf gmoviders, executives evalu-
ating SaaS solutions and providers should make ith@ortant priority to evaluate
very provider’s responsiveness to support requestrn as much as possible
about how support requests are submitted, evaluabedacted upon, and in what
time frame. Transparency in the support proceadesiture to be prized. Is there a
hotline, call center, or contact center with anrefig-business mentality? Or an
SLA for support requests? Remember, SaaS prowdeEd to create “stickiness” -
they need to have effective means of maintainirgjazuer relationships beyond
what traditional vendors often use. Support respensss is an important factor in
creating and maintaining their relationships witistomers.

The SaaS provider’s responsiveness to requested amtements and changes

Similarly, another major difference between Saabanpremise software ven-
dors is their responsiveness to requests for fonatienhancements. While an on-
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premise software vendor may manage a user grotipribbatizes and promotes

gestions then drive the new release process. Bxeswdvaluating solutions and

providers should ask how enhancement requestsaridd, from submission to
making their way through the approval and impleragonh process. And also ask
just how much influence smaller-sized firms havetenprovider’s solution devel-

opment and enhancement processes.
E The ability to network or participate in a community of SaaS solution users

Unlike the software user group, the community cdiSaolution users meets and
exchanges viewpoints and experiences in a muitipiinuous threads: exchang-
ing best practices, posting questions and receigagonses, submitting ideas that
become part of the product roadmap. That is thé gtithough many SaaS provid-
ers do attain it. Executives within small and mizkd firms are advised to weigh
any community requirement heavily, as it is anoti@imark of the intimacy that
characterizes the SaaS solution. Community voiceseard when SaaS providers

value customer retention and subscription renewal.
How ReAL ARE THESE CRITERIA ?

Since 2003, Saugatuck has been surveying and iewéng business and IT ex-
ecutives regarding the most important factors ikingpSaaS decisions, and in
working with SaaS. In 2009, we published our latgsbal SaaS study that in-

cludes information regarding what factors are tlsthmportant in contributing to

executives’ satisfaction with SaaS. These datp@sented in Figure 1.
Figure 1: SaaS Satisfaction Criteria

enhancements, leading SaaS providers openly saliggested improvements from
their customers on-line, in the SaaS solutionfitdala suggestion box. These sug-

Capability to access and analyze SaaS data for business purposes

Responsiveness to requested enhancements and changes

Ability to network or participate in a community of SaaS solution..

How important are each of the following solution traits in contributing to your overall
satisfaction with your Software-as-a-Service (SaaS) solution(s)?

Security and privacy

Availability (uptime)

--------- B ;c;u; ;uj_ re_cc;/e_ry_ca-pa-bility
System response times

Accountability for quality of service

Integration capabilities

Responsiveness to support requests

Pricing terms and conditions
Workflow capabilities
Functionality

Customization capabilities

Support for mobility

Personalization capabilities

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Percentage of Respondents Selecting "Extremely Important” or "Very Important” for Each

Source: Saugatuck Technology Inc.; n=1788

© 2009 Saugatuck Technology Inc.
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Two things become apparent when we analyze them&igure 1. First, there are
“tiers” of relative importance. Clearly, severattars are much more important in
executives’ satisfaction with SaaS solutions amviglers. Secondly, the rankings
of importance are very similar to those typicakyes in traditional IT and out-
sourcing. This indicates that SaaS is consideréreal’ IT, and should be evalu-
ated as would any other critical software, hardwareservice.

SAUGATUCK 'S SAAS BEVALUATION CHECKLIST

It should be understood that the rankings of imguré as shown in Figure 1 are an
aggregate of our global survey, which includes & fii®ns in 21 countries. We

have found that the relative importance of thestofa varies somewhat by size of
company, by industry, and by geographic locatianw8ile there are strong trends
and similarities around the world, it's clear thatv companies are alike in what is
most (or least) important to them in selecting aadking with SaaS solutions and
providers.

To that end, Saugatuck has developed the followgobto assist executives and
decision makers in evaluating a SaaS solution,rdoapto how well it meets their
requirements and how important those requiremestg@atively. This tool has
been developed and refined over the years baseshbworld input from small
and mid-sized firms, and is based on the “checktiskey considerations pre-
sented earlier in this report.

Figure 2: Saugatuck SaaS Evaluation Checklist

Impor- Fit Combined
SAAS EVALUATION (Vt/i?(;’?t) (rating) Score
CHECKLIST A ° CTAXE

Solution functionality

Pricing terms and conditions

Availability or uptime

System response time

Accountability for quality of service

Security and privacy

Backup and recovery capability

Customization capabilities

Personalization capabilities

Integration capabilities

Workflow capabilities

Data access and analysis capabilities

Responsiveness to support requests

Responsiveness to requested enhance-
ments

User community or network

Source: Saugatuck Technology Inc.
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Summing the combined scores of the 15 criteriadgigthe total number for each
SaasS solution. Our clients have found this to terg useful, and repeatable
method by which to evaluate the quality of potdri@aS solutions and providers
in the context of the small-to-mid-sized businestheir particular region, industry
and marketplace(s).

Conclusion: SaaS Works for Firms of All Sizes

SaasS delivers solutions for businesses of all siréstypes. The business value of
Saas varies from solution to solution, and fronmvjater to provider. How to deter-
mine where, when, and from whom the best valuebeatielivered is up to the
business owners and managers. The “trick” is inAkng what questions to ask—
and what the answers are telling you.

A combination of objective, useful, and meaningfuéestions, with useful com-
parison criteria, make this task more straightfodyand more repeatable as your
business moves forward and utilizes more SaaS ne mr@as of IT and operations.

Even so, no prepared checklist is a complete gutesfor situational knowledge
and common sense. The most useful results forlyasiness will be in situations
were you adapt the questions and checklist to gaum, unique situations.

And over time, these questions and criteria, adbjatgour situations, and leav-
ened by your experience, will enable you to devealogp manage an effective and
repeatable SaaS management strategy and plan.
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Sponsor Perspective: Evaluating SaaS Solutions

Businesses like yours need initial support as wtiout the software, a commitment to 4
long-term vision and roadmap, and a solution thatscale up as your business grows.
turn, a strong vendor/partner will look to you fdeas to improve their products and off
a strong network of users and partners. Considefollowing as you explore the best sg
lutions and vendors for you:

Form an Evaluation Committee

Enlist a cross-functional team with a holistic viefithe business and its goals to help
make the decision. Individuals best qualified &ase with a deep understanding of pro
ess in specific functional areas, and understaaadlise and effect relationship across
business. The team should agree up front on guijatimgiples for the selection (i.e. cut
cost, increase control, enable customer self-senahle real-time decisions, or enable
flexibility of the business, etc.). Otherwise, versimay convince or steer the team to t
specific solutions.

Expect the Evaluation to Take Up to 8 Weeks

Unified business applications delivered as a serségjuire due diligence so the full capa-

bilities and long-term possibilities can be expthré/hat looks like an immediate quick

fix, may lead to a dead-end. Take the time to labkour business processes end-to-en
and be particularly wary of solutions that boune pinoblem to solving one aspect of a

process as traditionally defined by large enteepaigplications.

Bet on a Vendor — Not just a Solution

Look for a vendor that is willing to work with yan getting the RFP right. Just determi
ing what you need can be a huge part of the prpaesisa vendor can provide a fresh Io
at your systems and requirements. Look for a vetwlbe a strong, viable partner, com-
mitted to the long-term success of your organizatio

Can the vendor deliver software, support and sesyiand training, either personally, or
through strong partnerships with third-party intggrs, trainers, etc.? Does the vendor
have a solution roadmap, and a one-, five- and/éam-business plan, which it can artict
late? This should encompass plans for both techgyaad the company. The vendor

should also have an enthused, involved user contpnwser groups form independently.

They are typically very vocal about their likes afislikes, very willing to talk to prosped
tive users about their experience and able to geokéferences; and in the best cases, \
involved in the product evolution. In the case 8PS the Americas’ SAP Users’ Group
holds an annual conference, offers benchmarkingrtisg, and oversees a portal with fq
rums and discussion boards.

Stability and Reputation in your Industry

Consolidation has narrowed vendor selection conaiilg. Be certain your vendor has a
record of success in companies of your size , ur ywdustry. The company’s Web site,
sales representatives and user groups can givthgbinformation. If you are risk-averse
pay attention to the company’s market share—a lovegtnajor player will likely be here
five years from now to service your installation.

Visit (www.sap.comto find out how SAP can help you:

- Build a unified strategy to align business objessiacross departments and functio
with end-to-end processes

«  Allow full visibility and control of your busines$p make faster smarter decisions

- Employ best practices which immediately impact afienal efficiency and cut cost
and waste from core operations

« Build a business that is ready for growth and clkang
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management strategies.

VENDOR STRATEGIC CONSULTING SERVICES
+ Market Assessment
. Strategy Validation
« Opportunity Analysis
+ Scenario Planning
« Competitive Analysis
USER STRATEGIC CONSULTING SERVICES
« Leadership and Planning Workshops
. Strategy and Program Assessments
« Deployment and Management Best Practices
+ Vendor Selection / Evaluations
CONTINUOUS RESEARCH SERVICES (CRS)

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

- 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

« Custom research programs targeting key technology
and business/IT investment decisions of ClOs, CFOs
and senior business executives, delivered as @sear
reports, position papers or executive presentations

VALUE-ADDED SERVICES
« Competitive and market intelligence

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

« Primary and Secondary market research.

For more information about this or any other Saudat
Technology report or service, please reach us girdie
contact information below.

To learn more about Saugatuck consulting and relsear
offerings, go tovww.saugatech.cormr email
info@saugatech.conwWhile there register for our compli-
mentaryResearch Alerts, focused on emerging and dis-
ruptive technologies, key business / IT challenges,
effective management strategies.
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