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INTRODUCTION

Cloud Computing has become an all pervasive terminology promising the holy grail of quick start up and

low costs allowing businesses to focus on their core competencies. We have to pause and think about

the reality and outcome in five years. As SMBs increasingly adopt cloud computing and reach a new level

of complexity: the very technology that had a low start-dzLJ O2 &G F2 NJ (G KS YK 2YI 1S3 02570 2LYt
budget.

CLouD COMPUTING WILL MimIC CLIENT-SERVER COMPLEXITIES

¢ SOKFA&afS 0SSt AS@Sa ,IMRCloid Camputing i bazin itssteadyBouttld® a G A Y S
complexity of client-server technology. Client-server technology (alternatively server-based computing)
became increasingly complex to implement and maintain because of the following reasons:

Lack of control

Complexity in development and usage
Muddled TCO

Intricacies in Data Integration

Expensive implementation

Dependency on Consultants

Too many Vendors providing niche solutions
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Historically, these are the very reasons that gave rise to thin-client computing which quickly
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standardization is still struggling to make a definitive statement for SMBs.

Similar signs are already becoming visible in the Cloud Computing arena. The beneficiaries of this
complexity will be three different types of entities:

1. Those that provide consulting to SMBs prior to Cloud Computing Implementation

2. Those that provide consulting and data integration across clouds post cloud implementation for
SMBs

3. Those that have a stack of offerings providing not only cloud solutions but also seamless data
exchange capabilities for SMBs
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LACK OF CONTROL

¢ SOKI A &t S Q&ondlded i Nolem@erRNI) iSdicated that a top reason for SMBs to not
adopt cloud computing is perceived lack of control and security. This is a huge barrier already for cloud
computing adoption. It is seen more commonly in countries where the government policies are
discouraging data to be held outside of their own borders.

In the chart below, the top six reasons cited by SMBs for not using Cloud Computing relate to lack of
control.

Percentages are of SMBs that Do Not Want to use Cloud Computing

30%
25%
20%
15%
10%

5% - -
0%

Donot believe in - We preferto Regulations Weare Weare afraid We have We are unclear Weare We are afraid of
having our data purchase rather prevent us from  concerned thatwewill applicationsin- of pricing concerned EXPEnses
hostedby a3rd thanrent the keepingour data aboutbeing held compromise house which about ballooning due

party solutions we  outsideof comp  hostagetoa securityand  may be difficult application tofuture
imvestin service provider  confidence tomigrate performance  unpredictability

However, due to mass movement towards cloud computing, it will not be long before the strongest
skeptics will also embrace cloud. Lack of control will still be the top reason but it will not hinder its
adoption. This is similar to the findings that disaster recovery is still a pain point for small businesses
since the last ten years. Despite many attempts, vendors have not been able to completely eliminate
this concern of small businesses. It is surprising that cloud computing vendors are not pushing a key
advantage of using cloud applications ¢ disaster recovery with built-in cloud solutions becoming a core
service.

COMPLEXITY IN MULTIPLE APPLICATION USAGE

Complexity in development has now been transferred to the cloud computing providers. Good news
indeed but the level and nature of complexity have changed. Some of the key issues that need to be
addressed will be:

What can | move to the cloud?
What solutions are best for my business?
How will | transfer my data to the cloud?
Who will train my employees?
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1 What will be my cost?
91 If I move from a Capex to an expense situation as far as my IT investments are concerned, what
will be the impact on my financial health? How does it affect my cash flow, profitability etc?

There will be different levels of cloud computing adopters. A recent Techaisle survey showed that while
the average number of fee-based applications/services being used has largely remained the same over
the last three years, the maximum number of applications being used has shown steady growth.

For example, for US SMBs, that number now stands at 11 applications. Essentially this means that as
and when a business starts to use 11 different applications on the cloud, mostly provided by different
vendors, the level of complexity increases.

This is where consultantswill K I @S G2 aGSLJ AYy>S I NOUAFAOALff&® AYONBI a

cloud computing. Or perhaps it will become a lucrative and useful opportunity for channels. Either way,
this will put a dent in the cost structure of the adopters and start to negate the very reason why they
went to the Cloud
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Questions such as:

How do | move my data and information across applications?

How do | have a single sign-on?

How do | change vendors?

Will I be able to change vendors?

How do | migrate my data?

I like applications from two different providers and | want to run them both but will they
interact?
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¢ become relevant with no easy answers.

It is not a surprise that about forty percent of the SMBs seem skeptical about Cloud Computing services.
Owning Vs Renting is therefore becoming an overriding principle for not using Cloud services.

Interestingly, the discussion has not yet revealed any inclination towards the financial impact of the
decision. We believe that as and when the adoption becomes a serious issue, financial issues will also
need to understood and addressed.
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There are four key areas of cloud usage and deployment. Each has got many sub-sets of applications.
While there are many niche vendors addressing each niche area, the complexity grows manifold as
businesses move from one application to another, from one device to multiple devices.

As Cloud computing adoption among SMBs grows, the real issue of data integration will come into play.
As we see it, there are clearly four stacks of Cloud offerings and it will become imperative for each stack
to communicate with the other stack.

STACKS OF CLOUD OFFERING
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In order to achieve data integration, ensure security and compliance and guarantee multiple device
access, we may see the same breed of consultants and outsourcers that thrived during Y2K and
migration of client-server architecture to web-based applications to re-emerge with renewed vigor and
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a new purpose to begin advisory services for SMBs that may have deployed cloud computing. We
believe that there will be four key areas of specialization:

1. Consultants/Business Process analyatgising on which cloud computing solutions to use

2. Developers and Integratorselping businesses achieve data integration and building custom
solutions across cloud environments

3. Cloud Governance marshadslyising and auditing security and governance issues during and
after cloud deployment

4. Data Aggregatorsspecializing in aggregating both internal and external data and making it
actionable to businesses through the use of business intelligence applications (incidentally
deployed within the cloud)

One of the last things that SMBs need is a high-cost of application and data integration, a cost that may
become higher than the applications they are using. SMBs do not have the time or the budget for such
integrations. It is a given that SMBs will continue to work in a hybrid environment with both desktop
software and cloud based applications in simultaneous use.

Vendors that have a full stack of offerings will help both the SMBs and the channel partners drive
adoption. Today the picture is not very clear.

Too Many Small Players
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TCO CONUNDRUM

ROI calculators are being firmly established and propagated by various cloud computing vendors;
however, they all deal with simple costs and therefore investment return at the start of cloud computing
cycle within a business. Missing is the piece on Total Cost of Ownership.

A clear case study has to be demonstrated with easy to understand TCO of organizations that are similar
in profile to the business that is planning to adopt cloud computing. During the client-server boom days,
there were TCO assets that were generated; however, the actual costs almost always exceeded
expectations. We believe that the same will hold true for cloud computing SMBs.

The issue for SMBs gets further compounded whether TCO is a viable metric anymore or is it the cost of
switching providers? In the short run, we expect that the hybrid solution will further complicate the TCO
calculation. We expect that there will be several models that will emerge in the interim till a clear TCO
model gets established. However, any clarity on the TCO model is not expected anytime soon.

MuLTIPLE DEVICE DRIVEN MoBILITY IN THE CLOUD

Telecommuting and mobility has become a big part of business operations and growth. As per

¢ SOKFAAf SQa adzNBSesz GStSO2YYdziAy3d edfiy281h.MithinA 2y | Y2
the mature markets it was much higher. Global telecommuting penetration among all enterprises was

55 percent in 2010. Both telecommuting and mobility are becoming possible due to the Cloud and

proliferation of new access devices.

Within the US, at least 76% of small businesses use smart phones to access their corporate email and

50% of the employees of these small businesses are on an unlimited data plan. About 20% of small

businesses have at least one iPad and notably businesses that are using iPads have a higher average
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Hence, the next sets of questions that become important for an SMB are:

1 What will be the impact of Cloud on the proliferation of new access devices (Handhelds,
Mobiles, Blackberry, app-specific devices) which are coming in big time and are likely to
increase?

9 How will the integration of these devices happen with the cloud?

T Whowill doit?

M Will it be the device vendor, IT vendor or Consultant?

There are no obvious and clear answers to the above questions. However, there is a movement among
consulting and outsourcing organizations to provide SaaS-based device integration. Or there are SaaS
vendors themselves that are providing platforms that allow easy access across mobile platforms.
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However, what is clear that these vendors are beginning to charge extra for the device access and
integration. And this again makes it somewhat difficult for small businesses where the total dollars spent
per month is at best uncertain. And the question that looms large is, how deep | will have to dig into my
L2 O1SG G2 FTAft (KA&a aOf2dzR O02YLMziAy3d K2t Séo
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succeed and SMBs will benefit if vendors attack Cloud computing at the stack level and not at the subset
level.

Techaisle believes that there will be four different types of cloud service providers that would succeed
and be beneficial to SMBs.

1. Providers that provide complete and full stack of offerings from @ A €@

2. Providers that excel in one of the stack of offerings and offer seamless integration & compliance
tools across stacks

3. Channel partners who build their own integration and migration tools that run on top of a stack
of offerings

4. Vendors who offer Cloud driven data integration technologies at reasonable pricing

If none of these happen then SMBs will be forced to begin spending money on consulting as well as
development and integration.
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ABOUT TECHAISLE

Techaisle is an IT market research and consulting company covering SMBs and Channels. Go-to-market

strategies require actionable research, flexible data and deeper segmentation. Techaisle's segmentation

is easily understood, rapidly deployable and drivesaO (i dzt £ &l t S& FyR YINJ SO dzyRSN
channel research coverage provides in-depth understanding of resellers and distribution channels across

numerous countries. Techaisle provides six major services:

Worldwide IT Market Sizing
Channel Research

Reseller Partner Sizing
Syndicated Research
Custom Consulting
Segmentation.
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