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Q Background and Sources

Background: When the first Laurel Group Survey came out in October of 2008, we saw it as an
important document to understand the collective opinions of Thought Leaders in the market. As the
second in the series was being produced we offered to support it with some background research
and do a more in-depth analysis on what the Industry leaders were saying, resulting in this document
which combines what we heard from the Laurel Survey and provides additional information.

Sources
e |
#1 Sample = 15 o e Sample = 1,250
Laurel Group Qualitative x 3 alsle Countries =5
Thought Leaders . -
" Questions, 10/2008 US Market N=375,
ot #2 Sample = 15 — 10/2008
Qualitative x 5
Questions, 1/2009 US Enterprise Spending
e - Is) @
SSSSS Sample = 6,389 Sample = 10,275
hasie Countries = 9 e Countries = 6
— US Market N=765| — US Market N=1737,
' 1/2009 8/2008
US SB Economic Impact US SMB Managed Services
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Four Areas of Consensus Emerged

Definitions
and Benefits
are Becoming

Clearer

N

/

N

Security and
Governance
Is the key
Enterprise
Inhibitor

/

N

Industry
Consolidation
IS Inevitable

/

-

Cloud
Computing is
likely to be
the Next Big
Wave

We had a good consensus from the group on several important industry
trends. This is not really surprising because all of the respondents are supply-
side experts who are all pulling, albeit from slightly different perspectives, in the

same general direction.
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o

&) Definition and Benefits

Survey Analysis

Consensus seems to be evolving, at least among the suppliers, that Cloud Computing comprises the
following characteristics:

ACl oud Co mpu ttiermrghitectare withtmue tist andar d | T s t-arangedintoo

three basic categories of Core Infrastructure (mostly hardware and network), followed by Platform,
which includes foundational Software and tools to build and run applications in a standard environment,
and SaaS, which is the end-user facing Software as a Service application layer that is most commonly
understood and recognized by the end-user community. Also inherent is the ability to dynamically
provision these services, and scale them in a very elastic manner, while charging only for the
services that are actuallyusedby t he customer. o

The economic benefits of Cloud Computing were covered very well in the first survey, and there seems to
be a more concise definition emerging here as well, which involves more cash flow (which can be re-
directed to differentiated activities rather than commaodity infrastructure), more focus on core activities,
faster time to value, and others.

mE

alsle



gﬁ Why t he

fOf 765 SMBs surveyed in the US market, 72% of the
respondents cited a negative impact on their business
and a further 12% were not yet sure of the impact. In this
uncertain environment, a natural result of belt-tightening
included a serious look at all expenses, including IT
budgets. The research shows the following in terms of

budget impacts:

benef

A 44% of SMB respondents reported decreasing

their IT budgets

A Of those, 38% have decreased their budget by
20% or greater, with almost 20% slashing budgets

by greater than 50%

A The average drop in IT budget for those who

reported a decrease as 20.8%.

t s
US SB Change in IT Budget

U5 5MEB Reaction to Economic Slowdown 1-4 Empl | 5-9 Empl [ 10-19 Empl| 20-49 Empl [ 50-99 Empl| Total

We have reduced our workforce ™ 102%™ 1id4mn|®™ 111n| 959%™  110%| 107%
We are relying more on contract/temporary workers ] 2.4%0 7.9%|0 g.2%|0 2.7%0 7.4% 8.3%
We have cut healthcare and other bensfits i 8.6%|0 8.6%|0 8.1%|0 8.6%|0 8.5% 8.5%
We are closing business/planning salefreducing branches (@  213%|/@ 21.4%|@ 201%|@ 213%|@ 22.036-
We are reducing debt/renegotiating loans ™ 125%[(@  155%| 136%[  13.8%|P  15.1% 14.1%
We have reduced sales and marketing expenditure ] g.3%|O 2.9%|(0 9.5%|0 9.0%|0 8.6% 9.0%
We are investing more in sales/marketing ] 7.8%(0 7.0%(0 7.0%|0 7.2%0 6.7% 7.2%
We are hiring i 7.6%0 6.5%|0 6.6% |0 7.5%|0 7.0% 7.1%
Other/We have not taken any acticn ™ 151%™ 123%|  148%( 1385%|»  13.8% 13.5%
Total 100.0% 100.0% 100.0% 100.0% 100.0%( 100.0%

Source: Techaisle Global SB Economic Impact Study, 1/2009, US Market N=765

al €

l./iv' :

B Unchanged
W Decreased

Increased

A As a result of the
tremendous pressure on
SMBs, as much as 22%
are scaling back
operations or even exiting
the market, and 11%
already started laying off
their employees.
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GEO IT Budget Areas Impacted due Investment when Economy
to Economic Downturn Improves

us
N=765

Germany
N=715

UK
N=702

Small Business IT Budget Priorities

A Upgrading LOB SW

A Purchasing new
Desktops/upgrading

A Investigating Unified
Communications

A Upgrading Networking equipment

A Upgrading LOB SW

A Upgrading Networking equipment
A Purchasing new Servers

A Investigating Netbooks/Nettops

A Purchasing new notebooks

A Upgrading Networking equipment

A Purchasing new Servers

A Investigating Unified
Communications

X Upgrading business productivity SW
X Purchasing new servers

X Upgrading networking equipment

X Upgrading existing servers

X Upgrading networking equipment
X Upgrading existing servers

X Purchasing new servers

X Purchasing netbooks/nettops

X Purchasing new servers

X Purchasing new desktops

X Investing in Unified Communications
X Upgrading networking equipment

Source: Techaisle Global SB Economic Impact Study, 1/2009

Qi @

Current Investment for SBs with
Budget Increase

X Purchasing new servers/upgrading
X Investing in Managed Services

X Upgrading networking equipment
X Upgrading LOB SW

X Upgrading networking equipment

X Investigating netbooks

X Purchasing new desktops/upgrading
X Purchasing servers/upgrading

X Investigating Unified
Communcations

X Upgrading Security SW

X Purchasing new servers/upgrading

X Upgrading networking equipment

AThe slowdown is global and has impacted current spending in both established and emerging market
economies, but while this represents a major slowdown for the status quo, we believe it will actually
increase the penetration of Cloud Computing, led by SaaS applications as companies forego CAPEX
investments and seek the benefits of usage-based OPEX spending.

Alt can be reasonably argued that all of the areas listed for investment when the economy improves - or for

current investment among those who are investing 1 will benefit Cloud Computing adoption, again led by SaaS
and potentially leveraging PaaS and laaS and the model becomes more familiar and mature.

alisle
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\ Cloud Benefits: Small and Medium Business

Key Reasons for US SMBs Adopting Managed ServAce

1.

Source: Techaisle Global Managed Services Study, 8/2008, N=10,275, US Market N=1,737

Focus on Core Business:
Allows SBs to focus on

| o we r ®usicesssssues while
external experts assume IT
related operational issues

Keep Costs Under 1.
Control: Using a service
provider 6s
structure due to greater
economy of scale

Reduce Risks: Since
providers make IT
investments on behalf of
their many clients, SBs
tend to be on cutting edge
without investing on untried
technology

Lack of IT Staff: Combined 2.
with lowering stress for

internal staff, using

managed services is a

viable alternative to

building the staff strength
capabilities from scratch

Better Response Time &
Proactive Management:
External management

3. Competitive Pressures:
Allows SBs to redirect their
resources to tasks that have

allows for pr oa gledtef ®stothbrisedvitk
fixo and, i n cas&umnéhéreby rerdating

break-fix events, external competitive in the market
staff with relevant expertise place

are able to provide quicker

solutions

«iEs P
l.?l“
& W =

S
The key benefits were well articulated in the

Thought Leaders survey and typically involve
financial benefits, especially the freeing up of
cash flow through elimination of Capital
Expenses and the need for additional staff
to manage IT assets.

Our research shows that many of the factors
that drive SMBs towards Managed Services are
very similar to those benefits they will seek
when choosing a SaaS or PaaS offer; they
include:

T Cost Control

T Reduced Complexity

T Focus on the Core Business

T Reduced Operational Pressures

The combined benefits are increased agility
and lower business risk, which translate into a
more competitive posture and less stress
for the SMB owner.
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User

Group/Layer/
Key Benefits

Infrastructure
Layer

Platform Layer

Application Layer

Key Promise

Enterprise IT
Managers

Ability to access scalable, practically
infinite computing resources without
capital budget, and reduce the need to
manage individual HW assets, SW
licenses, maintenance, upgrades, and
other labor intensive practices.

Reduced SW management cost and
complexity, reduced need for deep
specialization in complex technology
areas such as middleware and
integration. Standardized development
and deployment environment.

Reduced client , server hardware and
SW license/management cost and
complexity, reduced cost in training
and deployment.

Significant simplification for
management of the IT function with
lower costs, staff and risks.

Source: Techaisle Analysis

£) Cloud Benefits: Enterprise Customers

Enterprise LOB
Managers

Access to world class computing
and collaborative environments
on OPEX budgets, with isolated
risk, reduced bureaucracy and
increased speed.

Access to applications and
business process automation
that have failed to take root in a
license-based Client/Server
environment.

More flexibility, agility and less
bureaucracy, OPEX-based
access to higher levels of
Service.

a3
T

AWwhile we are still early in the

adoption phase for most
Large Enterprise accounts,
we believe the benefits i or
at least the promises i are
different depending on the
role within the organization:

AEnterprise IT will benefit

especially at the
Infrastructure and Platform
layers - through lower costs
in CAPEX and staffing
requirements, and a
fundamentally less
complex set of operational
management tasks.

ALOB managers will benefit

from less internal
bureaucracy, increased
speed and flexibility and
less of an all-or-nothing
approach to departmental
automation.
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L Security and Governance

Survey Analysis

There was general agreement that to reduce risk, there has to be a clear separation between mission
critical systems and/or sensitive data, with a thoughtful, prioritized approach to migrating these to the
(public) cloud, if at all. There were different approaches to achieving this common goal, ranging from private
cloud architecture for all core systems, to a separation based on internal/public facing applications, or
growing adoption in a controlled manner from existing hosted hardware/platform systems. For most,
Private Cloud architecture was the short to medium term answer for handling most security concerns.

Also interesting was that while essentially all responded that the Service Provider should be responsible for
security, it is equally important for the customer to understand the risks and limitations of the
architecture and truly investigate implications of SLAs in order to make informed decisions regarding the risks
andtrade-o f f s . Sever al respondents mentioned the fact 1 hat
interdependent, making agreements between suppliers a very important part of the equation as well.

Not surprisingly, none of the respondents felt these barriers would be too difficult to overcome and that
as the industry and technologies mature, there would be increasing and steady adoption across a growing
base of customers.

alsle



& Industry Roles and Consolidation

Survey Analysis

As with previous waves in the IT industry, both large and small players will help shape the industry by
contributing mutually beneficial ingredients. Most respondents felt the industry needs the large players to
make the big infrastructure investments that their size and scale allow, drive a foundation on which to
build and to bring the most demanding and important customers into the market. The small companies on
the other hand will be innovating from a technology standpoint, exploring new frontiers and filling vertical
and technical gaps and becoming acquisition targets for larger players who will look to round out
technology portfolios, product lines, customer bases and talent pools. In the meantime, as with all markets,
competition and natural selection will play their parts in the process of determining the winners and losers.

Most also agreed that it is very early and there is room for large and small players to benefit, especially the
small, because the barriers to entry are very low, and the need for innovation and agility is high. We believe there
are also interesting market dynamics at work that help keep a healthy tension in the market that benefits end
users. The small companies are laser-focused on delivering low cost services and moving the model to low-
or-no-touch where possible. The dilemma is that while SMBs are willing to accept this in exchange for rock-
bottom pricing, Enterprise customers tend to be more demanding, especially LOB end users. The large
suppliers need to figure out the appropriate balance of how to service customers relative to their brand
promise, while keeping costs and prices in line with the market. In addition to the substantial operational and
service delivery challenges, there are fundamental differences in Sales, Marketing and Customer Service
that any large vendor making the transition to the Cloud will have to understand if they want to be successful.

alsle



L Rapid Growth and Adoption M

Survey Analysis

There was also general consensus that Cloud Computing is here to stay and that it will become the
dominant area of focus for the industry moving forward. While this may seem a little self serving, it is
important to note that the history of the IT industry is largely one of vendor push rather than customer
pull. This has occurred in successive waves of industry giants and de-facto alliances vying for
dominance and changing the overall structure of the industry - from vertical to horizontal integration and
proprietary to standard components - repeatedly with new applications of technology.

Preliminary results from our latest survey shows a high rate of adoption of SaaS, and a willingness to
investigate Cloud Services more readily than before, as most companies are squeezed from all angles on
costs. Combined with data from previous surveys, all signs point to rapid adoption of SaaS not only
among SMBs, but increasingly by Enterprise accounts who will use SaaS as the Cloud Computing
wedge into the Enterprise. The following slides (only US data shown) include responses to some Cloud-related
guestions from our latest Economic Impact Survey as well as data from our SB Managed Services Study,
which covers areas that are enabled by Cloud characteristics with many of the same benefits for user
organizations, making it an interesting proxy in some ways to the SaaS market. And unlike most other IT
segments, both MSPs and SaaS are likely to show rapid growth in a down economy.
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SB Cloud Computing Consideration

Are you familiar with or using emerging
technologies such as SW as a Service,
Storage as a Service and other subscription

Will you consider these types of

services in your next budget cycle? ABased on our research, we

based IT Services? o believe that the penetration of
e Saas currently varies between
- 30% and 60% depending on
e - application, industry and
"o - company size and that will move
. rapidly to the 70% level in 2009
st st for certain applications.

In your next budget cycle, please select the emerging technology areas

you will consider adding to the IT budget (select all that apply): AWhen questioned on which

services they were most likely to

Collaborative

Agriculture, Mining, Construction

Communications

Discrete Manufacturing

Softwareas a
Service
{Integrated
Communications
with Webinars,
central storage,
etc.)

CRM Software as
a Service
(Subscription-
based online
software
Service)

Other Software
as a Service
(Subscription-
based online
software
Service)

65.5%

31.7%

Financial Services

Healthcare

50.0%

37.7%

Remote
Managed Service
for Computers
and Hardware

Remote
Managed Service
for Software and
Network
Applications

Storage as a
Service
(Subscription-
based cnline
Storage services)

Process Manufacturing

Retail Trade

Services

Transportation

Utilities

Wholesale Trade

Source: Techaisle Global SB Economic Impact Study, 1/2009, N=765

consider, the chart at left shows
the responses:

AcCollaborative Software and
Remote Managed Services
(HW) were high on the list for
consideration.

AStorage as a Service was
the least popular, followed by
Remote Services for SW and
NW Operations.
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Current Usage Characteristics

Current Usage of Managed Services

Do you currently outsource/use managed services?

Source:

CURRENTUSE OF MANAGED SERVICES

24% of PC Owning Small Businesses currently use some type of
managed services

0%

afifilg

59 10-19 20-49 0-99 = Overall

Avg. No.of

Employees 2.6 7.0 145 34.5 745 X
LBlzwith | gy, | 229 279 209, 58% 269
IT Staff fo /o o o b
fog No.ar | 44 12 15 16 27 I

IT Staff

%PC
Penetration

97% 9T% 9a7%

Executive Summary— Market Size by Sub-employee Categories

Desktop Management 4517

$60.0 §75.2 #1018

Hotebook Management

Hetwork Management

Server Management

WAN Management

Metwork Storage Management

Backup and Recovery Management
Anti-Virus Management
Firewall Management

$66.2 $748 $40 &
§430 $131.3 $79
$314 $1139 $60.0
§40.0 $653 $41

VPN Management
IDIIP Management
Total (USSM)

All Figures in US$ Million

Target Market Opportunity

aisle

Market Opportunity by Segment

%) Managed Services Characteristics

Sub-segment Characteristics

Current Usage of Remote Managed Services

CURRENTUSE OF REMOTE MANAGED SERVICES

-+ Approximately 1in 2 small
businessesthatoutsource
managed servicesuse remote
monitoring services

However, only 12% of PC Owning Small Businesses
use some type of Remote managed services gy yo

Remote managed services
include proactive IT management
servicesprovidedviathe Internet
ona subscription basis.

Even as smallbusinessesbegin
to develop a formal IT
department, they are still
increasingly outsourcing many of
their IT support functions.

14 59 10-19 20-49 5059 Overall

1-4 & 5.9 Employee Size categories constitute the maximum
use of managed services

2049 50-99
1% | 5%

+ There seemstobe strong
inflection points ofincreased

1019 14 usage when SBstransition from
P 4% 1-4 to 5-9 category and from 20-
49t0 50-99 employee size
categories.
50
4%

aisle

Note: Data is percentage of all PC Owaiing Small Businesses

Executive Summary - Targeting SBs - Finding the sweet spot

+ Larger SBs = Easier Sell
Larger SBs with more complex needs are more likely to be
receptiveta using managed services. While the adoption
varies by service, a “safe” rather than a sweet spot for MSPs
is to target companies with 20 or more employees
Note that for MSPs selling basic PC management services,
opportunities exist among companies with at least 5 PCs

A criteria for targeting SBs

SBs with > 20

I employees... -

...With more than

+ Multidocation SBs more likely to adopt 1 location..

Data clearly suggests that SBs with more than one location
aremore likely to adopt managed services.

|

....With at least
one server...

« Pressnce of Server Is Key
— SBs with a server are more likely to use some kind of
managed service than those without a server. The presence
of a server therefore is key for a number of MSPs who
provide network related management services including

|

... and mobile
network monitoring, Security management and storage employees

management

|

+ SBs with Mobile Employees
SBs with Mobile employees are more likely to use MSP
services, particularly PC support services than those with
no mobile employees

Note: Techaisle can develop fighly targeted
critenia based on addtional vaniables such a5
annual revenues, industry, geapraphic location,
purchass plans etc.

aisle

Target Marketing Approach

Techaisle Global Managed Services Study, 8/2008, N=10,275, US Market N=1,737

AMany of the marketing,
sales, delivery and
customer satisfaction
issues are similar for
Managed Services,
especially Remote
Services, as they are for
Cloud Services at all three
layers and especially for
SaasS.

AThe transition from
product-oriented to service
oriented has implications
for all customer facing
process in t
organization, especially
marketing.

AAs a result, our upcoming
2009 SaaS Market Review
will include similar in-depth
analysis with a focus on
sizing and segmentation.

aisle
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Use of Formal Agreements Details of Agreements

Current Use of Managed Services: Length of Contract
What is average duration of service contractdo you sigh for the following types of outsourced seivices?

Current Contract

Any Managed Services Contract .

+ Value proposition for businesses touse managed 1.4 5.9 10-19 20.49 | 50.99
sefvicesis still notvery clear Hence small — UsageBased | Month-to-Month One Year Oneyear One Vear
businessesfindthemselves isa "No Contract anagement | ) ihtobonth | Usagebazed | Mamth-to-Month 1324 Months 611 Months
situation calling it “giving it a try’ Network UsageBased UsageBased UsageBased One Year One Year

+ Atthe sametime, providers arenot clear about 1t Wonth-to-Month | Menth-ta-Menth 6-11 Months Usage Based 611 Months
anidealbusiness model andrelated pricing. They Usage Based Oneyear One Year One Year o

. ear
are therefore open to “experimenting”in order to Sl Oneyear Usage Based 611 Months Twao Years or More ney
fi heir offerings, und dingcost T g | UsaweBased One Year Qne Year Qne Year onet.
structures and thereby pricing AIAO e One Year UsageBased 611 Months Usage Based ne Year

+ Needlessto say, are larger number of small size Metwork Storage Usage Based UsageBased Usagebased 611 Months One Year
small businesses haveno contracts andthe Management Montheto-Month | 35 Months 35 Months. One Vear 611 Months
percentage decreasesasthe business size grows Backup & Recovery | UsageBased UsageBased UsageBased Usage Based oneyesr

i b h Management One Year 35 Months Menth-to-Manth | Month-ta-Manth

. ywe findthat busine hoh ge
outsourced for remote monitoring services do Anti-Virus 35 Months 35 Menths UsageBased Oneyear One Year
resortto a contractwith some built-in SLAs. Management Usage Based UsageBased One Year Manth-ta-Manth

Firewall Usagebased u Usagy Month-ta-bonth OneTea
Management Wonth-ta-Month 3.5 Months One Year Usage Based e Year
Usage based u u Month-to-Manth
No Contract g 9

H ¥EN Nznagemarit 35 Months 3.5 Months One Year Usage Based OneVear

W vescontract Intrusion Detection 35 Months 35 Months UsageBased Oneyear Onet
Management Usage based UsageBased 35 Months 35 Months ne Year

@
Mote: Data is percentage of all PC Owning Small Businesses that Use Managed Services Mote: Data is parcentags of all PC Owning Small Businessss that Use Managed Services als le

Revenue Distribution by Segment

Executive Summary — Overall Market Size Penetration by Service and Customer Segment

Total Annual Spend: U$53,593 Milllon Penetration of Managed Services Overall
ponen s foon vsnsm s S 5B Market Segment 14 59 10-18 20-49 50-29  |Overall
I # of PC businesses (K) 2,270.2 12271 7842 530.7 120.4 5,093.1
% Sharc of Spend | 18.4% Desktop ™ gan|® 1.0 14zcc|d 122%|d 222% 12.0%
Notebook ™ 11.4% | 151%|@ 155%|d 18.8%|d 222%
el Network ® 7% 141%|® 151%|d  20.0% (@ 356E% 11.5%
N : Server ™ 5% 15.2%|@  136%|d  21.3%/@ 7% 13.1%
WAN O 20%|0 41w[®™ sam|®™ qoa%|® 148%
% Shase of PC S8 L Hetwork storage O 714%™ 21%[®™  soas|dd 15a%|d  182% g.0%
Storage Backup & Recovery | 855%™ 915%™ g2% (@ 1ze%|[® 122w 8.2%
Anti-virus ™ 21%|™ 7| 1aTe|dd zzaw|@  zaew: 11.2%
14w 50 m 10-19 w 20-49 w 50-99 Firsweall L] 75w 219 (™ 10.72% | 18.4% (@ 21.4% 9.2%
) ) ) ) WPN O 51%|®™  21se[®™ oose /@ 13E%|D 144 7.8%
SBs with 20-49 employees accountfora high share of annualmanagedservices spendrelative to - - -
theirshare of SB firms. SBs in 20-49 employee size categoryrepresentthe best opportunity Intrusion Detection/Prevention o 2.5% O c.4% O §.0% O 17.7% 0 21.4% 6.0%

aisle
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Source: Techaisle Global Managed Services Study, 8/2008, N=10,275, US Market N=1,737 a] S le



L Rapid Growth and Adoption M

Survey Analysis & Techaisle Summary

In addition to the historical context discussed earlier and the much-needed benefits for user organizations,
there are other factors that point to Cloud Computing continuing to pick up momentum as the catalyst for
the Iindustry, sever al of which were very evident |[in

U Enabling technologies are in place and widespread; virtualization, SOA, bandwidth and standardization
of low cost storage and computing resources all play an important enabling role,

U Customers have spent hundreds of billions on single-purpose infrastructure and applications that
can be optimized for huge advantage using Cloud technologies,

U There is capital in the market for this expansion from three key sources; large companies are making huge
investments in infrastructure and trying to understand the implications of the model, Start-ups have access
to capital for solutions that address Cloud Computing challenges, and Customers will spend their budgets
on optimization of infrastructure,

As evidence by the responses in the Laurel Group Survey, there is a broad mix of highly committed
companies who are driving the industry at a rapid pace in the direction of Cloud Computing addressing all
of the | ayers of the fAClIloud Stacko.

alsle



| mpact of Cloud Computing: Ri s

Rise of the Cloud Aggregator

We predict that over the next few years, platforms for aggregating, integrating and syndicating Cloud services will emerge

Such aggregators would play the same role as todayds maoselr
Cloud services

The Emerging Value Chain \
N
4 N
Aggregators
J Channel
Cloud ) VARSs
Application Vendor/Aggregators Si SMBs
Vendors / XSP
) Other
Channel/Aggregators
\ \ / k j /
Aggregators Vendor/Aggregators Channel/Aggregators
Firms that create a platform for aggregating Cloud services Some vendors are looking to become aggregators Existing channel players large enough to transform
from various vendors providing essential services such as themselves but will continue to use the channel to themselves into aggregators will find a new
billing and provisioning. Master distributors with their existing acquire customers opportunity in the Cloud era
channel relationships are well suited to take on this role Ex: Microsoft, SalesForce.com

Ex: Amazon, Rackspace

92 %‘*’ £
xh alisle

\
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@ Survey Analysis Q1 to Q3

Question Onewvhat is the meaning of "Cloud

s NEED SCAE. 10342 DEAND WAY = , Services" from your perch, and what are the most
unMP“TIN B o Tt _" ML e important benefits emerging from Cloud Services that
seveuipmar ANACEMENT = INTERNET = AFPI-“:A“['N ) Tt n"s“” 1 n'ss""“’

i i ?
e 2l y will transform the economics of IT~
HE"“ Eusmmms .pnnmnm BEHEFITE
e INFRASTRUCTURE

WiTHout ORGANIZATIONS n “ n_ o e
- Mt PROVIBER -
PROVISIONING
A  PROVID

- PIII\M
aren 110005 5. DA T A vt nusrnﬂﬁﬁlﬁﬂmﬂﬂ =t :
o A“M AB'“'” provioen. ENTERPRISES m"npms FARTY nppllnn"nm“m

COMPUTING SER VIGES surows APPLICATIONS
Question Twddow will concerns aroufsgRYIEE g e 55
data governance, availability and securﬁﬁiﬂgps : o
impact the adoption of "Cloud Services"? =™
SECURITY _-amPROVIDER
) nPPlIBAlTIUIIIHSS BUSINESS pusuic
= SEI:IIII TV, SEHUIEE%”'""“"'“"'”*"

..,m-m JNERASTRUCTURE FAIL It n“s Ens
Question Threeiow are "Cloud Services" testing tradltlon e B

"

El
“'1, CANLZATIONS
thinking around “control of data” and "guarantees of safety’ %mﬁﬂm o SERVICES =
ownership, access and rights that supersede failure of the provigher?: s ~ MANAGENENT

= \ppucA T PROVIDERS 5=
Ultimately, who should be accountable; vendor or service prowder oA % RIS e CIENY 2 SBES
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( Q171 Cloud Computing Definition

Survey Summary Representative Quotes

Starting with the definition of Cloud Computing,
consensus seems to be evolving, at least among the
thought leaders interviewed:

Al generally define fAclould se
development, application, computational and
storage services available over the Internet that can
be automatically and instantaneously provisioned
Cloud Computing is a multi-tier architecture with the and released as applicatijon r
Astandar d | T st ac-&rangedimd [0 inBasupetClevelandg Partner, Interwest Partners
three basic categories of basic infrastructure
(mostly hardware and network), followed by
Platform, which includes foundational SW andtools | il't supports a paradigm whict
to build applications in a standard environment, and | CS°mmunication, more data, more connections, more

L . . media, more insight, more people and more things
SaasS, which is the end-user facing SW as a Service than server soft wiaDadgd can |ever

that is most commonly understood and recognized Bernstein, VP/GM, Office of the CTO, Cloud
by the end-user community; the application layer. Computing Project, Cisco

Also important is the ability to dynamically
provision these services, and scaletheminavery | aacl oud Servicesod relatel|to a
elastic manner, while charging only for the computing services delivered simplified way,

services that are actually used by the customer. providing massive scalability and differentiated
quality of service to foster rapid innovation and
deci si on -Amem Kanekg CT Software

Group, IBM
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‘L Q171 Cloud Computing Benefits

Survey Observations

Representative Quotes

In the first Laurel Thought piece, the benefits of Cloud
Computing tended to be very focused on the economic
advantages of CAPEX vs. OPEX, which are probably
most important from a financial perspective. In this
version, we saw a lot more references to business
benefits, including speed, agility, focus, flexibility,
innovation and others that are particularly important
in the current economic environment. More for Less,
the economi stdéds dr eam.

While there is no doubt that there is a lot of
hype around the benefits of cloud
computing, in this case, you can believe the
hype. Why? Because the technology
delivers what every IT department needs --
increased capacity and capabilities, without
investing in new infrastructure, personnel,
or software.

- Ken Comée, CEO, Cast Iron Systems

AEnabling businesses to
realtime, scaling as they need, and paying for only
what they consume. The net result is a lowering of
both CAPEX and OPEX for the business, while
affording them increase
T Brian Stevens, CTO Redhat

AThe economies enabl ed
fantastically compelling. As much a 95% of a
typical Adedi catedo inf
means that a 20X improvement can be had in the
cost/value computing eq
T John Keagy, CEO GoGrid /Servepath, LLC

ATypically these ficloud
demand model which provides the chief benefit for
the economics of IT: not cost, but flexibility and
therefore the incentive to innovate without long-
term contracts increase
1 David Young, CEO Joyent
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4\ Q21 Data Security and Governance

Survey Observations

Representative Quotes

There was a little less consensus on this question than the
previous one; however most participants agreed that it is very
important for the end customer to have a clear understanding
of what the limitations of their chosen options are. Almost all
agreed that sensitive data should be at the back of the
line in terms of putting it into the cloud, especially the
Public Cloud. Other opinions came from the position and
perspective of the provider, among them :

U Compartmentalizing mission critical/sensitive data
within a private cloud, not only for data but other security-
related concerns which are also discussed in Question Three.

U The market is still immature and needs Enterprise-class
answers to this problem, which will come based on
competition and maturity.

U This is a new paradigm that involves a radical new way
of looking at the architecture, which will create many
opportunities based on a new programming model.

U Technical issues have largely been addressed and itis
more an issue of choosing the appropriate solution
components that will provide an adequate level of security.

AFrom object | evel acc
using these tools enables customers to build
applications that can meet various certifications
important in a given industry. For example, TC3
Health is a company that has used AWS to build
a HI PPA compliant appl
- Werner Vogel, CTO Amazon

AfWedbve seen a dramatic
building private clouds. While the big broad
vision of cloud computing is for everything to be
delivered via utility-like services, the fact is
enterprises have real constraints around things

|l i ke privacy and secur
i Kevin Haar, CEO Appistry
AfGovernance, availabil

to determine whether a service should be in the
cloud or not. Requirements differ for each
organization and for each type of data, and will
impact adoption until the requisite technologies
and solutions are mature enough to push into
the cloud. d

- Ken Comée, CEO, Cast Iron Systems

€SS

s hi

alisle



4\ Q31 Control and Data Safet

y

Survey Observations

Representative Quotes

There was a good level of agreement on this question at the
fundamental level: The Service Provider should be ultimately
responsibleBUT it i s also the customer
what level of risk they can afford to take and what their vendor
partners are truly providing in the form of detailed SLAs. After
general agreement on those points respondents began to diverge on
approach. Most revolved around a hybrid solution approach that varied
based on the vendor perspective, including:

A\s in Q2, Relying on Private Clouds for all mission critical
applications and data until the market has matured to a point that
mitigates the risk better than t (
Acategorizing applications based on sensitivity and see if there are
some whole categories that can be migrated immediately with low risk
in order to begin an internal training process and realize economic
benefits while the technology matures.

AUsing specific subsystems (i.e. storefront) that can benefit from
dynamic elasticity as a proving ground and internal training
opportunity.

Astarting with a relatively mature base of hosted hardware and
platform bundle and build your way out appropriately.

A\cting as the trusted advisor to help the customer understand the
risks and trade-offs and help them to mitigate them appropriately.

Alt 1 s al way

0 ® mallelsiireYdatd ré?nalr{s Qnaelr |
control and stays safe from those
who should have no access to it. In
t hat sense, the
does not change much for customers,
vendors and
- Serguei Beloussou, CEO Parallels

solved over time, by both vendors
and service providers. Our best
advice is to ensure that, in addition to
having the proper legal pieces in
place, customers seek solutions that
are open and provide mechanisms to
preserve their freedom to avoid lock-
i ni.Michael Crandell, CEO
RightScale
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&) Survey Analysis Q4 & Q5
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4\ Question Four i Departmental Adoption

4

Survey Observations

Representative Quotes

As with Question One, there is a general consensus that many of the
key benefits from the model revolve around improved cash flow and
alternative use of cash, the ability to focus on the core business
rather than managing complex IT resources and assets and others.
Most agreed that Enterprise customers would benefit from these
same characteristics, as well as additional improvements from less
bureaucracy, better access to IT resources, speed with flexibility and
the ability to better automate departmental processes. Having said
that, most also agreed that there are inhibitors based on a relatively
immature level of technology. Among the important ones:

Mata Security and Privacy are most important and will continue to
inhibit adoption for Core Infrastructure until Enterprise-class solutions
are made available.

A\ complex programming environment and lack of Cloud
expertise in the market will constrain as customers do not have in-
house experience to confidently adopt new technologies.

A ack of Standards was mentioned by several as a barrier which
could also result in customers getting locked in non-portable
solutions, which will be a source of FUD in the market.

ALarge businesses ha
benefited disproportionately from each
generation up to the Cloud generation. The
Cloud will allow businesses of every size to
realize the benefits of automation delivered
as a software service at costs once only the
largest most well capitalized companies
could afford. o

i John Conners i Ignition Partners

~

AA key segment of Ac
category will be the Managed Service
Provider (MSP) who today offers trusted IT
consultancy /support/ resale services to
SME. These folks will make clouds
ultimately viable by offering hosted
enterprise |I'T as a s
corner, and run by |

- Simon Crosby, CTO Virtualization, Citrix
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http://en.wikipedia.org/wiki/Fear,_uncertainty_and_doubt

( Q51 Large and Small Providers

Survey Observations Representative Quotes

There was general consensus on this question as
well; most respondents felt there is a natural role for
both small and large companies to play. Big

AWebll see many provider|fs of
platforms that enable users to migrate business
applications to any cloud that offer the greatest

companies through investment in large scale alignment with the needs of IT or the user, such as

infrastructure necessary to lay a strong foundation, cost, location, availability, or even the use of green

and to bring credibility for Enterprise customers, power. Achieving this world requires a lot of work

while the role of the start-ups would be to innovate around standards, but it is the same model thathas |
wor ked well for electric|lity

and explore the boundaries of the new technologies,
creating deep pockets of opportunity in technology,
segment specific and niche application areas.

- Steve Herrod, CTO VMWare

ANe think that the most successful cloud computing
startups will form partnerships with the large IT

AOonly the | argest well caeé]ﬂorf‘ n,ap gffojt tg ﬁ"pro\éeﬂscﬁ”bu%mba i slti c:
. . . . eting and many will ultimately be acqui

players in IT can deliver the infrastructure servicesat o v | ar ge IT vendor p alk t ne

scale. IBM, Goog, Amazon, Cisco, EMC and Mister | . Eyangelos Simoudis, Managing Director,

Softie will lead this infrastructure business. Startups |willTrident Capital

have enormous opportunity delivering the applications

and information services as well as pieces of the AThey (small companies) [forc

enabling infrastructur e| tfoeusontie mdrkepioe andoften define which

-John Conners, Partner, Ignition Partners business models make the| mos

- Alan Ganek, CTO Software Group, IBM
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Actionable Data for Emerging Markets

Because it is rare to be able Ilo
compile a large number of quote:
from such a distinguished group,
we decided to capture some
additional insight from the panel
members and present it as a
small section of the white paper.
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L Representative Quotes

amazon.com.

O
@7 CAST IRON SYSTEMS

I
CISCO

G!2{ A& SEGNBYSte FtSEA0fS 0SSOI dza$
notice without prior reservations. Finally, there is nofopnt investment required

to gain access. We are finding that this is allowing new products and business t
ONBIFIUGSR ¢6A0K FINfSaa FAYFYOAIf NMA
- Werner Vogels, CTO Amazon

"Platform cloud services abstract the underlying infrastructure and allow
organizations to focus on the applications they want to deploy to the cloud,
which is, in the end, where the true business value comes from."

- Kevin Haar, CEO Appistry

a/ 2yazt ARFGAZY A& SaasSyiaatrft F2N) Of 2
KFLWISya Ay SOSNE ySg YINISG® Lyy2gt
markett 0 KIF & G KSNB Q& 1 anyd®enthaiadu scbr)SglaMS RS

O2YLX SG4S A0 o0& o6dzAf RAYy3I 2y (GKS 3INRJz

-Ken Comée, CEO, Cast Iron Systems

"(The) Cloud Computer runs a different kind of software. It supports a paradigm
which has more communication, more data, more connections, more media, mc
insight, more people and more things than server software can ever have. This
software does not run on a server."

- David Bernstein, VP/GM, Office of the CTO, Cloud Computing Project, Cisco
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Representative Quotes

CITRIX
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G/ f2dzRa oAttt NBYI AY -dritlciliNkloiddandi S F2 N
workloads that are not subject to security or regulatory oversigtte

Web/App server tier, but not the mission critical data."

- Simon Crosbg CTO Virtualization, Citrix

b! & YdzOK | dop> 2F | (GeLAOIf GRSRAO!I
This means that a 20X improvement can be had in the cost/value
O2 Y LJdzi A y 3 i Iolin kabagyAGEY GaGrid /Servepath, LLC

GLY F 62NIR 6KSNB lftyvyz2ad lyez2yS | yR
the exponential increase in the volume of information and connected

devices creates a dilemma: IT complexity increases as does the demand for
& A Y LI -AenGareky £TO Software Group, IBM

Al magine al |l of the client server/ D
Imagine SaaS BI. Then imagine SaaS supply chain and ERP . There will be tre
innovation and opportdrétyohn Conners, Partner, Ignition Partners
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INTERWEST PARTNERS

“Joyent

Sy Javent

| Parallels’

Optimized Computing

Q redhat

G¢KS 1Se& IR2LIIAZ2Y O0F NNASNAR I NB O2y3
company. Instead, adoption barriers will primarily be tied to ease of use and
business benefit placing the onus upon application developers to develop and
deliver simple to use yet sophisticated application softwarde

dBruce Cleveland, Partner, Interwest Partners

GLYF3IAYS AF GKS LI12oSNI IANAR ¢ a az2vys
power and easily start generating revenue by doing that. This would mean that
anyone who had the ability, expertise and will could develop a new, more efficie
way of generating power and make a business of it. The Internet is the power g
F2N) Of 2dzR O2YLJziAy3a FyR AG A& +£9w,
i David Young, CEO Joyent
G9YSYy (UKS Y2ad aSyardrgsS RIGlFE &dzOK
processed in the cloud if done properly. As people use cloud services more an
more over time and become more comfortable with them, public trust will
O2yGAYydzS (2 o0dzZAf RET NBadzZ GAy3 Ay 3INEB
- Serguei Beloussou, CEO Parallels

G/ t2dzR AaSNBAOSA NP S@2ftgAy3as YR &
perhaps the most meaningful cloud service yet: IT as a service. Enabling
businesses to host new applications in realtime, scaling as they need, and payi
F2N) 2yt e g KI iBriankSeensOFTQ Rativas ¢ ¢
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G¢KSaS !'tL RNAGSY &aASNBAOSaszs olasSR 2
hardware and software components, are driving new levels of cost efficiency
YR FTftSEAOAfAGE Ay (G(KS 46l & L¢ NBa2d:
I Michael Crandell, CEO RightScale

GLG Aa 2yS GKAY3I AT | LINRPINIY O2YLA
in the cloud but entirely different if a purchase transaction is slow to complete a
I alrfS Aa f2ad 0SOFdzaS GKS GNIyal Of
- Evangelos Simoudis, Managing Director, Trident Capital

"We believe the industry will be best served by focusing on cloud platforms
that allow any application to be provided in cloud service form, and on the

a0l yRFNRa YSSRSR FT2NJ Of 2dzR Ay (G SNERLIS
- Steve Herrod, CTO VMWare
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&) Techaisle Introduction

A Techaisle is the next generation market research organization for the IT
Industry, focused on emerging markets and technology adoption.

A We provide services in four major areas:

T Global IT Market Sizing and Segmentation, leveraging one of the most comprehensive
opportunity sizing databases in the industry,

T Survey Research for End Users through our database of over 60,000 businesses in 15
countries,

T Survey Research for Distribution Channels, using our database of over 17,000 channel
partners worldwide,

I Custom Market Research, which combines one or more of these with strong analytical
capabilities to uncover opportunity for clients.

A And we are in the final stages of development of our IT Market Data-as-a-
Service offer:

T Access to our integrated database across all IT product and service categories, by country,
vertical market, and customer segment with integrated demographic information.

T Available for purchase by row of data, user-filtered across all required dimensions.

T Just the data you need, when you need it and how you need it i from regional market
opportunity to individual channel partner contact details in Beijing or Mumbai.
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