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1 Introduction

Saa$ stands for Software as a Service. It is a cloud computing model where software applications are
provided over the internet on a subscription basis. Instead of installing and maintaining software on
individual computers or servers, users can access the software and its features through a web browser.
This approach offers benefits such as scalability, automatic updates, and accessibility from various
devices. Popular examples of SaaS include Google Workspace, Salesforce, and Microsoft 365.

This white paper discusses the opportunities and challenges in devising an organisational approach to
SaaS and provides a framework to understand the options that organisations have and a way to choose
between them

Chapter 2: “What is SaaS” provides some key definitions and introduces key concepts relevant to SaaS.
It then identifies the key characteristics of SaaS and then traces the history of SaaS as an evolution in
computing. SaaS has different meanings when viewed from different perspectives which are then
discussed. Also SaaS is but one model of deployment and alternatives to Saa$ are then discussed. After
considering the drawbacks of SaaS, the chapter discusses when a SaaS model is appropriate or
inappropriate.

Why should organisations consider SaaS? Chapter 3: “Why SaaS” discusses the reasons, first
considering dynamic business environments, the characteristics of dynamism and their impacts on
traditional and SaaS models. Given that success usually entails striking the right balance between
effectiveness and efficiency, it then discusses how these are impacted in stable vs dynamic business
environments. It then becomes possible to understand what problem Saa$ solves and therefore who
benefits and how.

How can organisations exploit SaaS? Chapter 4: “SaaS Strategy Development” discusses the path to
exploiting SaaS to the organisation’s benefit, by looking at their approach to organisation through a
framework of the Saa$S space, consisting of two perspectives —the Business Model perspective and the
Operating Model perspective. It then contrasts those with legacy product organisations. Using this
framework it describes the transition paths through the SaaS space, to understand what such
transition involves, and use this information to develop an appropriate SaaS strategy. It also clarifies
the critical role of alignment in the successful execution of such a strategy.

The transition to Saa$ has significant implications for the organisation, which Chapter 5 “Implications”
explores. It first explores the implications in the areas of Architecture (including product, software,
services, and organisation). It then explores the implications in terms of organisation processes and
product lifecycles. The capabilities and resources, both functional and dynamic that are required in
SaaS$ tend to be significantly different and it then explores these.

We have so far considered how software can be deployed as a service using SaaS. But can services —
specifically professional services which are knowledge based - be deployed as software? Chapter 6
“Service as a Software” discusses professional services and their characteristics. It then contrasts
these to software and identifies the overlaps. It discusses the implications of business environment
dynamism on both, SaaS, and professional services. It examines the characteristics of SaaS when
applied to professional services and distinguishes professional services from SaaS. Finally it identifies
professional services elements that can be delivered through software.

Several prominent contributors have driven the evolution of SaaS thinking. Chapter 7 “Contributors
and References” identifies some of the most prominent contributors and their contributions and
provides references to their work where possible. Such contributions come from academia, business
leaders and the business community, companies that have demonstrated leadership in the Saa$S space
and others who have contributed to the literature in the SaaS space.
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2 Whatis SaaS

Saa$ stands for Software as a Service. It is a cloud computing model where software applications are
provided over the internet on a subscription basis. Instead of installing and maintaining software on
individual computers or servers, users can access the software and its features through a web browser.
This approach offers benefits such as scalability, automatic updates, and accessibility from various
devices. Popular examples of SaaS include Google Workspace, Salesforce, and Microsoft 365.

This chapter provides some key definitions and introduces key concepts relevant to SaaS. It then
identifies the key characteristics of SaaS and then traces the history of SaaS as an evolution in
computing.

Saas has different meanings when viewed from different perspectives which are then discussed. Also
SaaS is but one model of deployment and alternatives to SaaS are then discussed. After considering
the drawbacks of Saas, the chapter discusses when a SaaS model is appropriate or inappropriate.

2.1 Key Definitions
Let us begin by defining what the terms “Software” and “Service” mean when used in the context of
Saa$s

Software: In the context of SaaS (Software as a Service), "software" refers to computer programs or
applications that are provided as a service over the internet. Unlike traditional software models where
users need to purchase, install, and maintain software on their individual devices or servers, SaaS
delivers software on a subscription basis through the cloud.

The term "soft" in "software" is a shortening of the word "hardware." In the context of computing,
"hardware" refers to the physical components of a computer system, such as the central processing
unit (CPU), memory, storage devices, and peripheral devices like keyboards and printers. On the other
hand, "software" refers to the set of instructions, programs, or data that tell the computer's hardware
how to perform specific tasks. The prefix "soft" in "software" is used to contrast with "hard" in
"hardware," emphasizing that software is not a physical, tangible entity but rather a collection of
programs and data that can be easily modified or updated.

So, the "soft" in "software" underscores the contrast between the physical, tangible aspects of
hardware and the non-physical, malleable nature of the programs and data that constitute software.
With Saas$, users can access the software and its features through a web browser without the need for
local installation. The software is centrally hosted and maintained by the Saa$S provider, who handles
tasks such as updates, patches, and infrastructure management. Users typically pay a recurring
subscription fee for access to the software, and they can use it via the internet from various devices.

Examples of software delivered through the SaaS model include customer relationship management
(CRM) systems, collaboration tools, email services, and office productivity suites. The SaaS approach
offers benefits such as scalability, automatic updates, and cost-effectiveness for both users and
software providers.

Service: In the context of Saas, "service" refers to the delivery and accessibility of software applications
over the internet. Unlike traditional software models where users purchase a copy of the software and
install it on their devices or servers, Saa$S provides software functionality as a service.

The "service" aspect of SaaS encompasses several key identifying (but not necessarily defining)
elements:

e Centralized Hosting: The software is hosted on servers maintained by the SaaS provider. Users do
not need to install or manage the software locally; instead, they access it through the internet.
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e Subscription-Based Access: Users subscribe to the Saa$S offering, paying a recurring fee for access
to the software and its features. This subscription model often includes benefits like automatic
updates and customer support.

e Accessibility: The software is accessible to users from various devices and locations with an
internet connection. This accessibility is a fundamental characteristic of the service-oriented
nature of SaaS.

e Maintenance and Updates: The SaaS provider is responsible for maintaining the software,
ensuring it runs smoothly, and delivering updates or patches. Users typically do not have to worry
about these aspects, as they are handled by the service provider.

e Scalability: SaaS services are designed to scale easily to accommodate varying numbers of users.
This scalability is beneficial for both the service provider and users as it allows for flexibility in
usage.

e Customer Support: SaaS providers often offer customer support as part of their service. This can
include assistance with technical issues, troubleshooting, and guidance on using the software
effectively.

In summary, the "service" in SaaS emphasizes the delivery of software functionality as an accessible
and scalable service over the internet, with the provider possibly handling hosting, maintenance, and
support for the users.

2.2 Key Concepts

The development of Saa$ involves several core concepts that are essential for creating successful and
scalable cloud-based applications:

Multi-Tenancy: The ability of a SaaS application to serve multiple customers (tenants) on a shared
infrastructure. Efficient resource utilization, cost-effectiveness, and scalability.

Scalability: The capability of a SaaS application to handle growing amounts of data, users, and
transactions without a proportional increase in resources. Ensures the application can grow to meet
increased demand.

Security: Implementing measures to protect user data, ensure confidentiality, integrity, and
availability, and comply with industry security standards. Critical for user trust and compliance with
data protection regulations.

Subscription-Based Billing: Charging users on a recurring subscription basis rather than a one-time
purchase. Provides a predictable revenue stream, aligns with SaaS delivery model, and allows for
continuous improvements.

Service Level Agreements (SLAs): Formal agreements that define the level of service, performance
metrics, and responsibilities between the SaaS provider and the customer. Sets expectations and
ensures accountability for service quality.

APIs and Integrations: Application Programming Interfaces (APls) allow integration with other
software systems. Enables interoperability, data exchange, and seamless integration with third-party
services.

Data Migration and Portability: The ability to move data between different Saa$S applications or from
on-premise systems to the cloud. Facilitates data transitions and prevents vendor lock-in.

Continuous Deployment and DevOps: Practices that involve frequent and automated software
deployment and collaboration between development and operations teams. Accelerates development
cycles, ensures rapid updates, and enhances collaboration.
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User Authentication and Authorization: The process of verifying user identity and granting
appropriate access rights. Ensures data security and privacy by controlling user access to features and
information.

Data Privacy and Compliance: Adherence to legal and regulatory requirements related to data
protection and privacy. Critical for building trust with users and avoiding legal issues.

User Experience (UX) Design: Designing the Saa$S application with a focus on providing a positive and
intuitive user experience. Enhances user satisfaction, adoption, and retention.

Monitoring and Analytics: Implementing tools to monitor application performance, user behaviour,
and other relevant metrics. Facilitates real-time insights, proactive issue resolution, and data-driven
decision-making.

Backup and Disaster Recovery: Implementing strategies to regularly back up data and recover systems
in the event of a disaster. Ensures data integrity, business continuity, and minimizes downtime.

Customer Support and Feedback Loop: Establishing channels for customer support and incorporating
user feedback into the development process. Enhances customer satisfaction, identifies issues, and
drives continuous improvement.

Comprehensive Documentation: Providing thorough and accessible documentation for users and
developers. Assists users in understanding and utilizing the features of the SaaS application.

These core concepts collectively contribute to the successful development, deployment, and
maintenance of Saa$S applications, aligning them with the requirements of cloud-based, on-demand
software delivery.

2.3 Key Characteristics

A good SaaS product is characterized by a combination of features and qualities that meet the needs
of users while providing a positive and efficient experience. Here are key characteristics that make a
good SaaS product:

e User-Friendly Interface: The interface should be intuitive and user-friendly, allowing users to easily
navigate and access the features without a steep learning curve.

e Accessibility: The SaaS product should be accessible from various devices and web browsers,
providing users with flexibility in how they access and use the software.

e Scalability: The product should be designed to scale easily, accommodating the growing needs of
users, and adapting to changes in usage and demand.

e Reliability and Stability: A good SaaS product should be reliable, with minimal downtime and
consistent performance. Users should be able to depend on the availability of the service.

e Security: Robust security measures are crucial to protect user data and ensure the confidentiality,
integrity, and availability of information. Compliance with industry standards and regulations is
also important.

e Regular Updates and Maintenance: Continuous improvement is key. Regular updates, bug fixes,
and improvements keep the software current, secure, and aligned with evolving user needs.

e Customization and Flexibility: The product should offer customization options to meet the specific
needs of different users or organizations. Flexible configurations enable users to tailor the software
to their workflows.

e Integration Capabilities: Integration with other tools and systems is essential for a seamless user
experience. A good SaaS product should support integrations with popular third-party
applications.
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o Collaboration Features: Collaboration tools, such as real-time editing, commenting, and file-
sharing capabilities, enhance teamwork and communication among users.

e Analytics and Reporting: Providing users with insights into their data through analytics and
reporting features helps them make informed decisions and track the performance of the
software.

o Cost-Effectiveness: A good SaaS product should offer transparent pricing, with a clear
understanding of the costs associated with using the service. This includes avoiding hidden fees
and providing value for the subscription cost.

e Customer Support and Documentation: Responsive customer support, clear documentation, and
training resources contribute to a positive user experience. Users should have access to help when
needed and resources to troubleshoot common issues.

e Compliance: Adherence to legal and regulatory requirements is crucial. A good SaaS product
should comply with data protection laws and industry regulations relevant to the user base.

e User Feedback Integration: Gathering and incorporating user feedback into the development
process demonstrates a commitment to user satisfaction and the ongoing improvement of the
product.

e Trial Periods and Demonstrations: Offering free trials or product demonstrations allows potential
users to explore the features and functionality before committing to a subscription.

In summary, a good SaaS product combines technical excellence, user-centric design, and a
commitment to ongoing improvement to meet the diverse needs of users in a reliable and secure
manner.

2.4  Key Components

Saa$S architecture typically consists of several interconnected components that work together to
deliver a scalable, reliable, and accessible software solution over the internet. The key components of
Saas architecture include:

Element

Multi-Tenancy

User Interface (Ul)

Application Layer

Definition

Multi-tenancy is a foundational aspect of
SaaS$ architecture, allowing a single instance
of the software to serve multiple customers

(tenants) while keeping their data and
configurations isolated.

The Ul component is what users interact with.

It includes the design, layout, and
presentation of the application.

The application layer contains the core logic
and functionality of the SaaS application,
including business logic, data processing, and
other application-specific features.

Importance

Efficient resource
utilization, cost-
effectiveness, and
scalability.

A user-friendly interface
enhances the overall user
experience.

Executes the application's
main operations and
processes.

Database The database stores and manages the data Responsible for data
used by the Saa$ application. It is a crucial persistence, retrieval, and
component for data storage and retrieval. management.
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Element

Authentication and

Authorization

Integration
Services

Metadata
Management

Scalability and
Performance

Subscription
Management and
Billing

Security Services

Logging and
Monitoring

Content Delivery
Network (CDN)

Backup and
Recovery

APIs (Application
Programming
Interfaces)

Compliance and
Governance

Definition
This component manages user authentication
(verifying user identity) and authorization

(granting access rights based on roles and
permissions).

Integration services enable the SaaS
application to connect with other systems,
services, or APls, facilitating interoperability.

Metadata management involves handling
data that describes the structure and
attributes of other data within the
application.

This component focuses on ensuring the Saa$
application can scale to handle increased
loads and deliver optimal performance.

Manages user subscriptions, billing, and
invoicing in accordance with the pricing
model of the Saa$ offering.

Security services include measures such as
encryption, firewalls, and threat detection to
protect the Saa$S application and its data.

This component tracks and records activities
within the SaaS application for auditing,
troubleshooting, and performance
monitoring.

CDN services help deliver content, such as
images and static files, quickly to users by
caching it on servers distributed globally.

Backup and recovery services ensure that
data can be restored in case of data loss or
system failures.

APIs enable interaction and data exchange
between the SaaS application and external
systems or services.

This component ensures that the Saa$S
application adheres to regulatory and
industry-specific compliance standards.

Importance

Ensures secure access to
the application and data.

Supports data exchange
and collaboration with
external platforms.

Enables dynamic
configurations and
customizations without
changing the underlying
code.

Supports growth and
maintains responsiveness
under varying workloads.

Essential for monetizing the
service and managing
customer subscriptions.

Ensures data
confidentiality, integrity,
and protection against
cyber threats.

Facilitates debugging,
analysis, and continuous
improvement.

Enhances the speed and
reliability of content
delivery.

Safeguards against data
loss and supports business
continuity.

Supports integrations,
extensions, and third-party
development.

Mitigates legal and
compliance risks for both
the provider and users.

These components collectively form the architecture of a SaaS application, providing a framework for
delivering on-demand software services to users over the internet.

Shift Thought
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2.5 History

SaaS$ has a history that traces back to the early days of computing. The concept of providing software
applications over a network can be seen in the roots of time-sharing systems and early mainframe
computing. However, the modern era of SaaS began to take shape in the late 1990s and early 2000s.
Here is a brief history of SaaS:

-

security.

Late 1990s - ASP Model

eThe Application Service Provider (ASP) model, an early
form of SaaS, emerged in the late 1990s. ASPs hosted and
managed software applications for clients, delivering them
over the internet. However, this model faced challenges,
including bandwidth limitations and concerns about data

CRM

Early 2000s - Salesforce Pioneers Cloud-Based

eSalesforce, founded in 1999, played a pivotal role in popularizing
the SaaS model. In 2000, Salesforce launched its cloud-based
Customer Relationship Management (CRM) solution,
demonstrating the feasibility and advantages of delivering
software as a service over the internet.

Mid-2000s - Web 2.0 and Broad Adoption

oThe mid-2000s saw the rise of Web 2.0 technologies, facilitating
more dynamic and interactive web applications. This
technological shift, along with improved internet connectivity,
contributed to the broader adoption of Saa$ solutions.
Companies began offering a range of applications, including
collaboration tools, productivity suites, and more.

2006 - Amazon Web Services (AWS)

e Amazon Web Services, launched in 2006, provided a scalable
and cost-effective cloud computing platform. AWS, with its
infrastructure services, played a crucial role in the growth of
Saas by offering a reliable foundation for hosting and delivering
software applications.

Late 2000s - Microsoft Enters the SaaS Space

eMicrosoft transitioned from traditional software licensing to
embrace the SaaS model. Office 365, launched in 2011, marked
a significant move for Microsoft, providing cloud-based versions
of its popular productivity tools.

Shift Thought
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2.6 Perspectives on Saa$S

Let’s explore how SaaS can be expressed from various perspectives:

Perspective

Solution

Product

Package

Model

Architecture

Strategy

Philosophy

Definition
A comprehensive answer to

a problem or a set of
problems.

An item or service that is
offered for sale, usually
with specific features or
attributes.

A bundled set of related
items or components.

A representation or
framework used to
describe a system or
process.

The structure and design of
a system or building.

A plan of action designed
to achieve a specific goal.

A set of guiding principles
or beliefs.

Expressed for Saa$

SaaS is a cloud-based software delivery model that
provides a solution to various business challenges by
offering on-demand access to software applications
without the need for on-premises installation and
management.

SaaS can be expressed as a product, where the
"product"” is the software application delivered over
the internet. Users subscribe to the product, gaining
access to its features and functionalities.

SaaS is a packaged solution that includes the
software application, infrastructure, maintenance,
and support. Users receive a complete package,
simplifying the deployment and management of the
software.

Saa$ can be viewed as a software delivery model,
representing a framework where software is
provided over the internet, typically on a
subscription basis, changing the traditional model of
software ownership.

SaaS architecture refers to the design of the cloud-
based software system, encompassing the network,
servers, databases, and user interface. It emphasizes
scalability, accessibility, and efficiency in delivering
software services.

The SaaS strategy involves delivering software
applications as a service over the internet, often with
a subscription-based pricing model. The goal is to
provide flexible, scalable, and cost-effective solutions
to users.

The SaaS philosophy is rooted in principles such as
accessibility, scalability, and continuous
improvement. It embodies the belief that software
can be delivered more efficiently and economically
through cloud-based services.

Shift Thought
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2.7 Alternatives to SaaS

SaaS is by no means the only way software can be deployed. Alternatives to SaaS include various
software deployment models and delivery methods that businesses can choose based on their specific
needs. Here are some alternatives:

On-Premises Software

Infrastructure as a
Service (1aaS)

Platform as a Service
(PaaSs)

Open Source Software

Self-Hosted Software

Mobile Applications

Desktop Applications

Description

Traditional software
installed and run on
the premises of the
organization. It
requires local servers
and infrastructure.

Provides virtualized
computing resources
over the internet.
Users can rent virtual
machines, storage,
and networking.

Offers a platform that
includes both
infrastructure and
development tools.
Developers can build,
deploy, and manage
applications.

Software with a
source code that is
freely available and
can be modified by
users. Can be
deployed on-premises
or in the cloud.

Users host and
manage the software
themselves, either on-
premises or on a third-
party hosting provider.

Software applications
specifically designed
for mobile devices,
often available
through app stores.

Traditional software
installed and run on
individual desktop
computers.

Pros

Full control over
software and data,
suitable for highly
regulated industries.

Flexibility to scale
resources, reduced
hardware investment.

Streamlined
development process,
reduced complexity.

Customizable,
community-driven
development.

Control over software
and data, potential for
cost savings.

Targeted user
experience for mobile
devices.

Full control over
software and data, no
reliance on internet
connectivity.

Cons

Higher upfront costs,
increased
responsibility for
maintenance and
updates.

Users are responsible
for managing and
maintaining the
operating system and
applications.

Less control over the
underlying
infrastructure
compared to laaS.

Requires technical
expertise for
customization and
maintenance.

Increased
responsibility for
maintenance,
updates, and security.

Limited to mobile
platforms, may require
separate development
for different operating
systems.

Limited accessibility,
challenges in updates
and maintenance.

Shift Thought
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Hybrid Cloud

Function as a Service
(Faas)

Managed Hosting

Description

A combination of on-
premises
infrastructure, private
cloud, and public
cloud services.

Also known as
serverless computing,
it allows developers to
run individual
functions in response
to events without
managing servers.

Hosting services
where the provider
handles infrastructure
management,
allowing users to focus

Pros

Flexibility in workload
placement, can
optimize cost and
performance.

Cost-effective,
automatic scaling.

Outsourced
infrastructure
management,
potential for cost
savings.

Cons

Requires a strategy for
data and workload
management across
environments.

Limited to stateless
functions, may not
suit all application
architectures.

Limited control over
underlying
infrastructure.

on application
development.

Businesses should consider their specific requirements, budget, and technical capabilities when
choosing among these alternatives to find the most suitable software deployment model for their

needs.

2.8 Drawbacks of SaaS

Let us compare SaaS to more traditional on-premises software products in the form of a table,
highlighting potential drawbacks of SaaS:

Aspect

Deployment and
Accessibility

Upfront Costs

Customization

Data Control

Integration
Possibilities

Dependency on
Internet

Saa$

Accessible over the internet from
anywhere. Updates are
centralized.

Typically lower initial costs, often
subscription based.

Limited customization options
compared to on-premises
solutions.

Data is stored in the cloud,
raising concerns about control
and security.

Relies on APIs for integrations.
May not integrate seamlessly
with legacy systems.

Requires a stable internet
connection for access.

Traditional On-Premises Software

Requires local installation. Accessibility
depends on network infrastructure.
Updates may require manual
intervention.

Higher upfront costs for licenses,
infrastructure, and implementation.

Greater flexibility for customization
based on specific business needs.

Organizations have direct control over
data stored on-premises.

Easier integration with existing on-
premises systems. More control over
integration processes.

Can operate without internet
connectivity once installed.

Shift Thought
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Aspect

Data Security
Concerns

Licensing and
Ownership

Custom
Development

Regulatory
Compliance

Performance

Offline Access

SaasS

Security is a shared
responsibility. Organizations may
have concerns about data
residing in the cloud.

Subscription-based licensing.
Users do not own the software.

Limited ability for custom
development or modifications.

Compliance depends on the
service provider's adherence to
regulations.

Performance depends on
internet speed and server
availability.

Limited functionality without
internet access.

Traditional On-Premises Software

Organizations have direct control over
the security measures implemented.

Perpetual licensing model. Users own
and control the software.

Greater freedom for in-house
development and customization.

Organizations have more control over
ensuring compliance.

Performance can be optimized based on
local infrastructure.

Full functionality often available
without internet connectivity.

It is important to note that the drawbacks mentioned for Saa$S are not universal and may vary based
on the specific requirements and preferences of each organization. The comparison should consider
factors such as the nature of the business, data sensitivity, budget constraints, and the need for
customization. Many organizations find a balance between SaaS and traditional models, often opting
for a hybrid approach to meet their diverse needs.

2.9 When is SaaS appropriate

Saa$S is more appropriate than traditional models in various circumstances, especially when certain
business requirements and preferences align with the characteristics of the SaaS model. Here are
situations where Saa$ tends to be more suitable:

Aspect
Scalability Needs:

Cost
Considerations:

Rapid Deployment:

Saa$

Ideal for businesses with fluctuating
user counts or dynamic growth, as
Saa$ solutions can easily scale to
accommodate changes in demand.

Often has lower upfront costs and
follows a subscription-based pricing
model, making it more cost-effective
for organizations with budget
constraints.

Offers faster deployment as there is
no need for physical installation.
Users can access the software over
the internet immediately.

Traditional

May require significant upfront
investments in infrastructure to
handle scalability, and scaling may
involve complex processes.

Involves higher upfront costs for
licenses, hardware, and
implementation, which may be a
barrier for some businesses.

Installation and configuration
processes can be time-consuming,
especially for large-scale
implementations.

Shift Thought

Page 14 of 90



The Road to SaaS

Raju Oak

Aspect

Flexibility and
Adaptability:

Access Anywhere,
anytime:

Small to Medium-
Sized Businesses
(SMBs):

Automatic Updates
and Maintenance:

Predictable Costs:

Global
Accessibility:

Focus on Core
Competencies:

SaasS

Well-suited for businesses that value
flexibility and can adapt to
standardized features. Updates and
new features are rolled out
seamlessly by the service provider.

Allows users to access applications
from any location with internet
connectivity, promoting remote work
and collaboration.

Particularly beneficial for SMBs with

limited IT resources, as it eliminates

the need for extensive infrastructure
management and maintenance.

Service providers handle updates and
maintenance, ensuring that users
always have access to the latest
features and security patches.

Subscription-based pricing provides
predictable and manageable costs,
simplifying budgeting and financial
planning.

Ideal for businesses with a global
presence as it allows users to access
the software from anywhere in the
world.

Enables organizations to focus on
their core business activities without
the burden of managing
infrastructure and software updates.

Traditional

Provides more customization
options but may require significant
effort for updates and feature
enhancements.

Access may be limited to on-
premises networks or require
complex setups for remote access.

May pose challenges for SMBs due
to higher initial costs and resource
requirements.

Requires proactive management
for updates, patches, and ongoing
maintenance tasks.

Costs may be less predictable due
to variable factors such as
hardware maintenance and
upgrades.

May require complex setups for
global accessibility and data
synchronization.

Requires more in-house resources
for managing infrastructure and
software development.

It is important to note that the appropriateness of SaaS vs. traditional models depends on the specific
needs, goals, and constraints of each organization. Many businesses find a hybrid approach or a careful
evaluation of individual use cases to be the most effective strategy.

2.10 When is SaaS inappropriate

While SaaS offers numerous advantages, there are situations in which a traditional model may be more
appropriate. Here are circumstances where SaaS might be considered inappropriate compared to

traditional models:

o Highly Customized Requirements: Organizations with extremely unique or highly customized
software needs might find it challenging to achieve the level of customization they require with a
SaaS$ solution. On-premises software allows for more tailored configurations.

e Stringent Security and Compliance Requirements: Industries with strict regulatory compliance
requirements or concerns about data security might prefer the direct control over security

measures and data storage that traditional models provide.

e Limited Internet Connectivity: In areas with unreliable or limited internet connectivity, a
traditional model that does not rely on constant internet access may be more suitable.
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e Large-Scale Data Processing: Applications that require heavy computational power or involve
large-scale data processing might benefit from the direct control over infrastructure that
traditional models offer.

e Integration with Legacy Systems: Organizations heavily dependent on legacy systems that are not
easily integrated with cloud-based solutions may find it more practical to continue with traditional
models.

e Upfront Investment and Ownership: Businesses with the financial capability and a preference for
ownership over licensing may opt for traditional models, despite higher upfront costs.

e Specific Performance Requirements: Applications that demand precise control over hardware for
performance optimization may find traditional models more suitable.

e Data Sensitivity and Control: Organizations dealing with extremely sensitive data or with a strong
preference for complete control over their data may lean towards traditional models.

e Long-Term Cost Considerations: In cases where the total cost of ownership over the long term
may be lower with traditional models, especially if the software does not require frequent updates
or changes.

e Unique Regulatory Environment: Industries or regions with unique regulatory environments that
are not easily accommodated by standard SaaS offerings may find traditional models more
appropriate.

o Need for In-House Expertise: Organizations that have invested heavily in in-house expertise for
managing and customizing their software may find it more economical to continue with traditional
models.

e Risk Aversion: Organizations that are risk-averse and prefer complete control over their IT
infrastructure may be more comfortable with traditional models.

e Offline Access Requirements: In cases where offline access to software is crucial and a SaaS
solution may not provide the necessary functionality without an internet connection.

It is essential for organizations to carefully assess their specific needs, considering factors such as
customization, security, connectivity, and regulatory requirements when deciding between SaaS and
traditional models. Often, a hybrid approach or a case-by-case evaluation is the most pragmatic
strategy.
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3 Why SaaS

Why should organisations consider SaaS? To understand the reasons, one must first consider dynamic
business environments, the characteristics of dynamism and their impacts on traditional and SaaS
models. Given that success usually entails striking the right balance between effectiveness and
efficiency, one must then understand how these are impacted in stable vs dynamic business
environments. It then becomes possible to understand what problem SaaS solves and therefore who
benefits and how.

3.1 Dynamic Business Environments

A dynamic business environment is characterized by rapid changes, uncertainties, and complexities
that organizations must navigate. Key characteristics of such an environment include:

e Rapid Technological Advancements: Constant and rapid evolution of technology, requiring
organizations to adapt and leverage new tools and solutions.

e Globalization: Increased interconnectedness and interdependence of markets worldwide, leading
to a global playing field for businesses.

e Market Volatility: Unpredictable and frequent fluctuations in market conditions, affecting
demand, competition, and pricing.

e Customer Expectations and Behaviour: Evolving and sometimes unpredictable customer
preferences, necessitating agility in meeting changing expectations.

e Regulatory Changes: Regular updates and changes in regulations at local, national, and
international levels, affecting compliance requirements.

e Competitive Pressure: Intense competition and the emergence of new players, requiring
organizations to continuously innovate and differentiate.

e Digital Transformation: The ongoing process of adopting digital technologies and strategies to stay
competitive and relevant in the digital era.

o Shortened Product Lifecycles: Accelerated introduction and obsolescence of products and
services, requiring quick adaptation and innovation.

e Data Deluge: Overwhelming volumes of data generated from various sources, creating
opportunities and challenges in data management and analysis.

e Talent Mobility and Diversity: Movement of talent across borders and the importance of diverse
skill sets in a globalized workforce.

o Environmental and Social Responsibility: Growing emphasis on sustainability, ethical practices,
and corporate social responsibility.

e Economic Uncertainty: Fluctuations in economic conditions, including recessions, inflation, and
economic downturns.

e Agile Business Models: The need for flexibility and adaptability in business models to respond
quickly to changes in the environment.

o Supply Chain Disruptions: Vulnerability to disruptions in the supply chain due to geopolitical
events, natural disasters, or other unforeseen circumstances.

e Cybersecurity Risks: Increasing threats to data security and privacy, requiring robust cybersecurity
measures.
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e Social and Cultural Changes: Shifts in societal norms, values, and cultural expectations that impact

consumer behaviour and organizational practices.

e Evolving Workforce Expectations: Changing expectations of employees regarding work-life
balance, remote work, and career development.

e Continuous Innovation: The necessity for organizations to foster a culture of innovation to stay
ahead of the competition.

e Adaptive Leadership: The need for leaders who can navigate complexity, inspire change, and guide
organizations through uncertainty.

e Ecosystem Collaboration: Increasing reliance on partnerships, collaborations, and ecosystem
relationships for mutual growth and success.

Adapting to and thriving in a dynamic business environment requires organizations to be agile,
responsive, and proactive in embracing change, innovation, and continuous improvement.

3.2 Characteristics of Dynamism

Let us identify and compare the characteristics of a business environment for stable and dynamic
scenarios in the form of a table:

Characteristic

Change Frequency

Predictability

Market Structure

Customer Loyalty

Regulatory Stability

Technology

Adoption Rate

Risk Tolerance

Innovation Pace

Market Entry

Stable Business Environment

Infrequent changes or
gradual changes in market
conditions.

High predictability in market
trends and customer
behaviour.

Relatively stable market
structures and established
competitors.

Higher customer loyalty due
to stable market conditions.

Stable regulatory
environments with
infrequent changes.

Gradual and steady adoption
of technologies.

Lower perceived risk due to
stability, allowing for
conservative strategies.

Slower pace of innovation
with incremental
improvements.

Higher barriers to entry due

Dynamic Business Environment

Frequent and rapid changes, often driven
by technological advancements, market
shifts, or other factors.

Low predictability, with uncertainty about
market trends and shifting customer
behaviours.

Dynamic market structures, with new
entrants, emerging technologies, and
evolving competitive landscapes.

Lower customer loyalty as customer
preferences change rapidly, and new
alternatives emerge frequently.

Regulatory environments prone to frequent
changes, impacting business operations
and compliance requirements.

Rapid and frequent adoption of new
technologies, driving digital
transformations and industry disruptions.

Higher perceived risk, necessitating a more
adaptable and risk-tolerant approach to
business strategies.

Faster pace of innovation, requiring
continuous adaptation and rapid
development of new products or services.

Lower barriers to entry, allowing for the

Barriers to established market emergence of new players and startups in
structures. response to market opportunities.
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Characteristic

Strategic Planning
Horizon

Customer
Relationship
Duration

Resource Allocation
Stability

Supply Chain
Stability

Competitive
Advantage
Duration

Employee Skill
Stability

Stable Business Environment

Longer-term strategic
planning due to stability.

Longer-lasting customer
relationships.

More stable resource
allocation strategies.

Stable supply chain
structures with established
suppliers.

Longer duration of
competitive advantage.

Stability in required
employee skills.

Dynamic Business Environment

Shorter-term strategic planning to adapt
quickly to changing market dynamics and
exploit emerging opportunities.

Shorter customer relationship durations
due to rapidly changing market demands
and evolving customer preferences.

Resource allocation strategies characterized
by flexibility and the ability to reallocate
resources rapidly based on market shifts.

Supply chain structures prone to
disruptions, requiring agile and resilient
supply chain management strategies.

Shorter duration of competitive advantage
as competitors quickly respond to
innovations and market changes.

Frequent changes in required skills,
demanding a workforce capable of
continuous learning and adaptation to new
technologies and methods.

It is important to note that the characteristics mentioned may not be universally applicable to every
stable or dynamic business environment. The impact of these characteristics can vary based on
industry, sector, and individual business circumstances. Organizations need to assess their specific
context and adjust their strategies accordingly to thrive in either a stable or dynamic environment.

3.3

Impact on Models

Let us compare the impact of a dynamic business environment on the SaaS model and more traditional
models in the form of a table:

Aspect
Scalability

Deployment Speed

Flexibility and
Adaptability

Cost Structure

Maintenance and
Updates

Data Security

SaaS Model

Easily scalable to adapt to
changing demand.

Rapid deployment and
updates.

May have limitations in
customization.

Subscription-based,
predictable costs.

Provider handles maintenance

and updates.

Security is a shared
responsibility.

Traditional Models

Requires careful capacity planning and
infrastructure investment to scale.

Slower deployment, updates may take
longer.

More flexibility for highly customized
solutions.

Upfront costs and potential variable
costs.

Organizations bear the responsibility,
may require downtime.

Organizations have direct control over
security measures.

Integration May rely on APIs for Easier integration with existing on-
Possibilities integrations. premises systems.
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Aspect

Access Anywhere, at
Anytime

Ownership vs.
Licensing

Risk Management

Global Accessibility

Adaptation to Market
Changes

Initial Investment

Legacy Systems
Integration

Vendor Lock-In
Concerns

In-House Expertise
Requirement

Offline Access
Requirements

SaaS Model

Allows users to access from
anywhere.

Subscription-based, users do
not own the software.

Shared responsibility for data
and infrastructure.

Ideal for global accessibility.

More agility in adapting to
market changes.

Lower upfront costs.

May pose challenges with
legacy systems.

Potential for vendor lock-in.

Relies less on in-house
expertise.

Limited functionality without
internet access.

Traditional Models

Accessibility may be limited without
specific setups.

Perpetual licensing model, users own
and control the software.

More control over risk management.

May require complex setups for global
accessibility.

May require more time for adaptation.
Higher upfront investment.

Easier integration with existing legacy
systems.

Lower risk of vendor lock-in.

May require more in-house expertise.

Full functionality often available offline.

In a dynamic business environment where rapid adaptation to market changes, scalability, and cost
predictability are critical, SaaS often provides advantages. However, specific business needs,
customization requirements, and preferences for control over infrastructure may still lead some
organizations to opt for more traditional models or a hybrid approach.

3.4 Effectiveness and Efficiency

While efficiency and effectiveness are complementary concepts, they represent different perspectives
on achieving organizational goals. Striking the right balance between efficiency and effectiveness is
crucial for business success, as an overemphasis on one at the expense of the other can lead to
suboptimal outcomes.

Let us contrast efficiency with effectiveness in the context of business:

Aspect Efficiency Effectiveness

Definition Focus on minimizing resource usage, Focus on achieving desired outcomes,
reducing waste, and optimizing meeting objectives, and delivering
processes for maximum output. value to stakeholders.

Resource Primarily concerned with optimizing Emphasizes achieving goals with the

Emphasis input-output ratios and reducing costs.  right allocation of resources, even if

costs may be relatively higher.

Process Emphasizes streamlining and Prioritizes the selection and execution

Orientation improving processes to accomplish of the most effective processes to
tasks more quickly and with fewer achieve desired outcomes.
inputs.
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Aspect

Time

Perspective

Output Focus

Metrics

Trade-offs

Innovation

Flexibility

Customer Value

Adaptability

Risk

Management

Long-Term
Perspective

Efficiency

Often related to minimizing the time
required to complete tasks or
processes.

Concentrates on the quantity of
output produced per unit of input.

Metrics may include measures like cost
per unit, productivity ratios, and time
efficiency.

May involve trade-offs where certain
aspects, such as quality, are sacrificed
for increased efficiency.

Focus on process optimization and
incremental improvements to reduce
waste and increase productivity.

Often associated with standardization
and strict adherence to efficient
processes.

May or may not directly translate to
increased value for customers.

Efficient processes may be resistant to
change or adjustments.

May prioritize risk reduction through
standardized processes.

Can be associated with short-term
gains and cost savings.

Effectiveness

Focused on achieving long-term goals
and sustained success, sometimes at
the expense of short-term gains.

Concentrates on the quality and
impact of output, ensuring it aligns
with organizational goals and strategy.

Metrics may include measures such as
goal achievement, customer
satisfaction, and strategic alignment.

May prioritize effectiveness over
efficiency, accepting higher costs or
longer processes for better outcomes.

Emphasizes innovative approaches to
achieve goals, even if it means
challenging existing processes.

Requires flexibility to adapt strategies
and processes based on changing
conditions and stakeholder needs.

Directly tied to delivering value to
customers and stakeholders through
achieving desired outcomes.

Effective approaches may require
adaptability and a willingness to
change strategies based on feedback.

May involve taking calculated risks if it
contributes to achieving strategic
goals and desired outcomes.

Often linked to long-term
organizational success and
sustainability.

How efficiency and effectiveness are attained differ in the context of stable and dynamic business
environments, and this difference is crucial to understand.

Let us examine how the term "efficiency" can be defined, designed, and delivered in stable and
dynamic business environments for each of the characteristics mentioned:

Characteristic

Change Frequency

Predictability

Efficiency in Stable Business
Environment

Streamlined processes that may
not require frequent adjustments.

Processes designed for stability,
with minimal need for constant
adjustments.

Efficiency in Dynamic Business
Environment

Agile processes designed to quickly
adapt to changing conditions.

Adaptive processes capable of
handling unpredictable changes
efficiently.
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Characteristic

Market Structure

Customer Loyalty

Regulatory Stability

Technology
Adoption Rate

Risk Tolerance

Innovation Pace

Market Entry
Barriers

Strategic Planning
Horizon

Customer
Relationship
Duration

Resource Allocation
Stability

Supply Chain
Stability

Competitive
Advantage
Duration

Employee Skill
Stability

Efficiency in Stable Business
Environment

Established processes to navigate
known market structures.

Efficiency in retaining and serving
loyal customers.

Compliance processes built for
stability and predictability.

Efficient adoption of technologies
without rapid changes.

Processes focused on risk
mitigation and long-term stability.

Innovation processes geared
towards incremental
improvements.

Processes that maintain stable
market entry conditions.

Longer-term strategic planning
processes for stability.

Efficient processes for building and
maintaining long-term
relationships.

Stable resource allocation
processes designed for long-term
plans.

Stable supply chain processes with
established suppliers.

Processes for maintaining longer-
term competitive advantages.

Efficient processes for maintaining
stability in required skills.

Efficiency in Dynamic Business
Environment

Processes designed to swiftly
respond to shifts in market structures
and competition.

Efficient strategies for quickly
adapting to changing customer
preferences.

Adaptive compliance processes
capable of efficiently adjusting to
regulatory changes.

Efficient processes for rapid
technology adoption and integration.

Efficient risk management processes
that allow for quick assessment and
response.

Efficient processes for fostering and
implementing rapid innovations.

Efficient processes for quickly
entering and adapting to new
markets.

Efficient short-term strategic
planning processes for dynamic
adaptation.

Efficient processes for adapting and
building relationships in shorter
durations.

Efficient and flexible resource
allocation processes capable of rapid
adjustments.

Efficient and resilient supply chain
processes designed for quick
adaptations.

Efficient processes for quickly
leveraging and adapting to short-
term advantages.

Processes for efficiently developing
and adapting employee skills to
changing needs.

Efficiency in a stable business environment often involves processes optimized for consistency, long-
term planning, and maintaining established structures. In contrast, efficiency in a dynamic business
environment requires processes that are agile, adaptable, and capable of responding quickly to
changes. Organizations need to design and implement processes that align with the specific
characteristics of their business environment to achieve optimal efficiency.
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Let us carry out a similar comparison, this time with respect to efficiency:

Aspect

Definition

Design

Delivery

Measurement

Focus

Risk Tolerance

Decision-
Making

Stable Business Environment

In a stable environment, effectiveness
often refers to the consistent
achievement of predetermined goals
and objectives over time. It involves
maintaining operational efficiency
and delivering reliable products or
services.

In a stable environment, effectiveness
may involve optimizing processes and
structures for efficiency, with a focus
on maintaining a steady;, reliable
operation.

Effectiveness in a stable environment
is often achieved through a consistent
and reliable delivery of products or
services, meeting established
standards and expectations.

Metrics in a stable environment
might include measures of efficiency,
cost-effectiveness, and adherence to
established benchmarks.

Stable environments often emphasize
maintaining equilibrium, minimizing
disruptions, and ensuring operational
stability.

In stable environments, the tolerance
for risk may be lower, with a
preference for tried-and-true
methods to maintain stability.

Decision-making in stable
environments may be more
hierarchical and based on established
procedures to maintain consistency.

Dynamic Business Environment

In a dynamic environment, effectiveness
shifts to the ability to adapt swiftly to
changing circumstances, seize emerging
opportunities, and navigate
uncertainties. It includes the agility to
respond to market shifts and innovate
rapidly.

In a dynamic environment, effectiveness
requires flexible and adaptive designs
that can accommodate changes quickly.
This may involve structures that promote
innovation, collaboration, and
responsiveness.

In a dynamic environment, effectiveness
is tied to the ability to deliver value
iteratively and respond promptly to
evolving customer needs and market
trends. Continuous improvement
becomes a key aspect.

In a dynamic environment, metrics shift
to include indicators of agility,
innovation, customer responsiveness,
and the speed of adaptation to changes
in the business landscape.

Dynamic environments prioritize a
forward-looking focus, encouraging
experimentation, learning from failures,
and proactively seeking opportunities for
growth and innovation.

Dynamic environments often require a
higher tolerance for calculated risks, as
innovation and adaptation may involve
experimenting with new approaches and
technologies.

Dynamic environments favour
decentralized decision-making,
empowering teams to make rapid
decisions based on real-time information
and market dynamics.

In summary, the term "effectiveness" takes on different dimensions in stable and dynamic business
environments. In stable settings, it often revolves around maintaining consistency and reliability, while
in dynamic environments, it shifts towards adaptability, innovation, and the ability to thrive amidst

change.

Shift Thought

Page 23 of 90



The Road to SaaS

Raju Oak

3.5 What problem does SaaS solve

SaaS is a suitable solution for various business problems, and its applicability can depend on the
specific needs and challenges of an organization. Here are common business problems for which Saa$
is often considered a good solution:

Aspect

Cost
Management:

Scalability
Requirements:

Access to Latest
Features:

Global
Accessibility and
Collaboration:

Security
Concerns:

Rapid
Deployment
Needs:

Flexibility and
Customization:

Problem

Organizations may face challenges in
managing upfront costs associated
with traditional software
implementations, including licensing
fees, infrastructure, and
maintenance.

Growing businesses may struggle
with the scalability of their IT
infrastructure and software to
accommodate increased user
demands.

Traditional software models may
require lengthy upgrade processes
to access new features and
improvements, leading to delays in
leveraging the latest technology.

Businesses with dispersed teams or
global operations may face
challenges in providing seamless
access to software and promoting
collaboration.

Ensuring robust cybersecurity
measures can be a challenge for
organizations, especially those
lacking dedicated IT security
resources.

Organizations requiring quick
deployment of software solutions
may face delays with traditional
implementation models.

Some businesses may need flexibility
and customization in software
features, which can be limited in
traditional software models.

SaaS Solution

SaaS offers a subscription-based
pricing model, allowing businesses to
spread costs over time, reducing the
need for significant upfront
investments.

SaaS solutions are designed to scale
easily, enabling organizations to add
or reduce users and features based on
changing requirements.

Saa$ providers handle updates and
upgrades, ensuring that users have
access to the latest features and
improvements without additional
effort from the organization.

SaaS$ applications are accessible over
the internet, facilitating global access
and collaboration among teams
regardless of geographical locations.

Reputable SaaS providers invest in
robust security measures, including
data encryption, regular security
updates, and compliance with
industry standards, alleviating security
concerns for many organizations.

SaaS$ applications can be deployed
rapidly, often within a short
timeframe, allowing businesses to
quickly start using the software and
realizing its benefits.

While customization may be more
limited compared to on-premises

solutions, many Saa$ applications

offer configurable options to meet
diverse user needs.

Reducing IT Organizations may find it challenging  SaaS providers handle infrastructure
Management to manage and maintain on- maintenance, updates, and support,
Burden: premises software, requiring reducing the burden on internal IT
significant IT resources. teams and allowing them to focus on
strategic initiatives.
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Aspect

Trial and
Adoption Ease:

Regulatory
Compliance:

Problem

Evaluating and adopting new
software solutions can be time-
consuming and resource intensive.

Businesses in regulated industries

may struggle to maintain compliance

with evolving regulations.

SaaS Solution

SaaS often provides trial versions or
flexible subscription models, enabling
businesses to test and adopt new
solutions with minimal upfront
commitment.

Reputable SaaS providers invest in
compliance measures, helping
organizations adhere to regulatory
requirements and reducing the
compliance burden on internal teams.

It is important to note that while SaaS offers solutions to these problems, organizations should
carefully assess their specific needs, security requirements, and compatibility with SaaS offerings
before making a decision.

SaaS addresses several business challenges that are particularly relevant to the dynamism in the
marketplace. Here are key challenges and how Saa$ provides solutions:

Aspect

Rapid Technology
Changes:

Market
Competition and
Innovation:

Globalization and
Remote Work:

Scalability
Requirements:

Data Security

Challenge

Businesses struggle to keep up
with rapidly evolving
technologies, leading to outdated
software and potential
competitive disadvantages.

Businesses need to innovate and
stay competitive, requiring quick
adoption of new technologies and
features.

Globalization and the rise of
remote work create challenges in
providing seamless access to
software and collaboration tools.

Growing businesses may face
challenges in scaling their IT
infrastructure and software to
accommodate increased user
demands.

Ensuring robust cybersecurity

SaaS Solution

SaaS providers handle technology
updates and ensure that users always
have access to the latest features and
innovations without the need for
internal management.

SaaS applications are designed to be
agile and offer regular updates, allowing
organizations to stay competitive by
leveraging the latest functionalities and
innovations.

Saa$ applications are accessible over the
internet, promoting global access and
collaboration, making them well-suited
for dispersed teams and remote work
environments.

Saas$ solutions are inherently scalable,
allowing businesses to easily add or
reduce users and features based on
changing requirements.

Reputable SaaS providers invest in

Concerns: measures is a significant concern,  advanced security measures, including
especially with the increasing encryption, secure authentication, and
frequency of cyber threats. compliance with industry standards,

helping to mitigate security risks.
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Aspect

Compliance with
Regulations:

Faster
Deployment
Needs:

Operational
Flexibility:

Cost
Management and
Predictability:

Evolving
Customer
Expectations:

Challenge

Regulatory environments are
dynamic, and businesses need to
adapt quickly to comply with
evolving regulations.

Traditional software
implementations may involve
lengthy deployment processes,
delaying time-to-market.

Businesses require operational
flexibility to adapt to changing
market conditions and customer
demands.

Managing upfront costs and
predicting future expenses can be
challenging with traditional
software models.

Meeting changing customer
expectations requires businesses
to adapt their software and
services quickly.

SaaS Solution

Many SaasS providers focus on
compliance and ensure that their
services adhere to industry-specific
regulations, helping businesses stay
compliant without the need for
extensive internal efforts.

Saa$ applications can be deployed
rapidly, allowing businesses to quickly
implement and start using the software,
reducing time-to-market.

SaaS offers operational flexibility by
providing configurable options and
adaptable features, allowing businesses
to respond to changes effectively.

SaaS offers a subscription-based pricing
model, providing cost predictability and
reducing the need for significant upfront
investments.

SaaS applications can be updated
regularly to align with evolving customer
expectations, ensuring that businesses
can meet user needs effectively.

In summary, SaaS addresses these challenges by providing a flexible, scalable, and continuously
updated software solution that allows businesses to adapt to the dynamic nature of the marketplace.
It offers a strategic advantage by enabling organizations to focus on their core competencies while
relying on Saa$ providers for efficient and up-to-date software solutions.

3.6 Who benefits and how

The SaaS model offers several benefits mainly to product developers:

Subscription Revenue Model: SaaS typically operates on a subscription basis, providing a
consistent and predictable revenue stream for developers. This model can enhance financial
stability and allow for better long-term planning.

Reduced Distribution Costs: With Saa$, there is no need to produce physical copies of software or
deal with distribution logistics. This can significantly lower distribution costs for product
developers.

Easier Updates and Maintenance: Developers can push updates and fixes to all users
simultaneously since the software is centrally hosted. This simplifies maintenance, ensures all
users have the latest version, and allows developers to respond quickly to emerging issues.

Scalability: SaaS products can easily scale to accommodate growing user bases without the need
for users to install new versions or upgrades manually. This scalability benefits both developers
and users.

Access to Usage Data: Developers can gather valuable usage data and analytics from the
centralized hosting of the software. This information can be used to improve the product, identify
user trends, and make data-driven decisions.
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e Global Accessibility: SaaS products are accessible over the internet, making them available to a
global audience. Developers can reach a wider market without the constraints of physical location.

o Customer Retention: The subscription model encourages ongoing relationships with customers.
Developers can focus on providing continuous value, fostering customer loyalty, and reducing the
need for constant customer acquisition efforts.

e Lower Entry Barriers for Users: Users can access SaaS applications without the need for significant
upfront investments in hardware or software. This can make the product more attractive and
accessible to a broader range of users.

In summary, the SaaS model offers developers financial stability, operational efficiency, and the ability
to provide a more seamless and continuously improving user experience.

For customers, Saa$ by itself does not directly provide additional functional benefits beyond what can
be provided by legacy models. However, the differentiation and value in SaaS come from how these
functionalities are delivered, accessed, and maintained, leveraging the unique characteristics of the
SaaS model.

Elements of a Saa$S value proposition that create significant differential value for customers are:

e Accessibility and Scalability: SaaS provides accessibility to applications and services from any
location with an internet connection. Legacy models might require on-premises installations,
limiting accessibility. SaaS, being cloud-based, allows for easy scalability as customers can access
additional features or resources without significant infrastructure changes.

e Automatic Updates and Maintenance: SaaS platforms often offer automatic updates and
maintenance, relieving customers of the burden of manual updates and system management. This
contrasts with legacy models where customers might need to invest time and resources in
maintaining and upgrading software.

e Subscription Model and Cost Savings: The subscription-based pricing model of SaaS allows
customers to pay for what they use, often resulting in cost savings compared to the upfront costs
associated with traditional software licenses and hardware. This flexibility can be a significant
advantage for customers.

e Collaboration and Integration: SaaS applications are designed with collaboration in mind. Features
such as real-time collaboration, integration with other Saa$S solutions, and APIs facilitate a more
connected and streamlined workflow compared to legacy models, which may require custom
integrations.

e Security and Compliance: SaaS providers typically invest heavily in security measures and
compliance certifications. This can be more robust than what an individual organization might
implement with legacy models. The assurance of data security and compliance is a valuable
proposition for customers.

An appropriately designed value proposition that leverages the unique capabilities of SaaS can create
significant differential value for the customer

e Flexibility and Scalability: A Saa$S value proposition highlights the flexibility to scale resources up
or down based on the customer's needs. This ensures optimal performance and cost-efficiency
without the need for significant upfront investments.

e Continuous Innovation: Emphasizing continuous updates and innovations showcases the
commitment to staying ahead of technological advancements. Customers benefit from access to
the latest features and functionalities without the hassle of manual updates.
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Predictable Costs and ROI: The subscription-based model allows customers to predict costs more
accurately. The value proposition can emphasize the predictable monthly or annual costs, making
budgeting more manageable for organizations.

Collaboration and User Experience: Highlighting features that enhance collaboration, user
experience, and accessibility from various devices underscores the value of SaaS. This can include
features like real-time collaboration, mobile responsiveness, and intuitive user interfaces.

Security and Compliance Assurance: Ensuring customers that their data is secure and that the
SaaS solution complies with industry regulations becomes a crucial element of the value
proposition. This addresses the concerns related to data privacy and regulatory requirements.

Customer Support and Service Level Agreements (SLAs): A strong value proposition includes
robust customer support and well-defined SLAs. Offering 24/7 support and clearly outlining the
level of service customers can expect reinforces the reliability and trustworthiness of the SaaS
provider.

Such a value proposition creates value through:

Operational Efficiency: Automatic updates and maintenance, scalability, and collaboration
features enhance operational efficiency. This can lead to time savings and improved productivity
for customers.

Cost Savings: The subscription-based model and scalability options contribute to cost savings.
Customers pay for the services they use, avoiding large upfront costs associated with legacy
models.

Innovation and Competitive Edge: Access to continuous innovation ensures that customers have
the latest tools and features, giving them a competitive edge in their respective industries.

Risk Mitigation: Security measures and compliance adherence reduce the risk of data breaches
and legal complications, providing peace of mind to customers.

Focus on Core Competencies: By offloading maintenance tasks and staying up to date with the
latest technologies, customers can focus on their core competencies rather than managing
software and infrastructure.

In summary, while the core functionalities of SaaS may not differ significantly from legacy models, the
value proposition lies in how these functionalities are delivered and the additional benefits that stem
from the unique characteristics of the SaaS model. Elements such as accessibility, automatic updates,
cost savings, collaboration features, and security contribute to a compelling value proposition, creating
significant differential value for customers.
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4 SaaS Strategy Development

The benefits of SaaS are well understood as are the limitations. One can then think about Saas strategy
development as the path to exploiting Saa$ to the organisation’s benefit.

But what does exploiting SaaS mean in an organisational sense? One can understand how
organisations can exploit SaaS by looking at their approach to organisation through a framework of the
SaaS space, consisting of two perspectives — the Business Model perspective and the Operating Model
perspective. One can then contrast those with legacy product organisations.

Using this framework one can describe the transition paths through the SaaS space, understand what
such transition involves, and use this information to develop an appropriate SaaS strategy. That will
also help to clarify the critical role of alignment in the successful execution of such a strategy.

4.1 Business Model Perspective

One can classify organisations in terms of how they approach their business model on a continuum
from "Single Product" to "Integrated Products and Services" (Product Portfolio) approaches. Let us

explore these terms in the context of the business model in software and services companies:

Characteristics

Examples

Relevance

Single Product

Focus: Centres around the
development, marketing, and sale of a
single, specialized product.

Simplicity: Streamlined operations,
with a singular focus on optimizing the
performance and success of the core
product.

Expertise: Deep domain expertise in
the specific area covered by the single
product.

Niche Targeting: Often targets a
specific niche or market segment with
a unique value proposition.

Companies that develop and sell a
standalone software application with
a specific purpose, such as a project
management tool or a graphic design
software.

Consulting firms that specialize
exclusively in a particular service
offering, like cybersecurity consulting.

Suitable for companies aiming for
excellence in a specific domain or
targeting a niche market with a unique
offering.

Product Portfolio

Diversification: Offers a range of
complementary products and services
that are integrated into a
comprehensive solution.

Ecosystem: Builds an ecosystem around
the core product, expanding offerings to
address various client needs.

Customer Value: Focuses on providing a
holistic solution, aiming to meet a broad
spectrum of client requirements.

Long-term Relationships: Establishes
long-term relationships with clients by
offering ongoing support and a variety
of services.

Enterprise software companies that
provide a suite of integrated
applications, covering areas like CRM,
ERP, and HR.

IT services companies that offer a range
of services such as consulting,
development, maintenance, and
support within a comprehensive
package.

Effective for companies seeking to
provide end-to-end solutions, build
long-term client relationships, and
address a broader market with a range
of offerings.
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How do these compare with each other?

Focus vs. Diversification: The single product model concentrates on a specialized offering, while the
integrated model diversifies to provide a broader array of products and services.

Simplicity vs. Complexity: The single product model tends to have simpler operations, while the
integrated model can be more complex due to a variety of offerings.

Target Market: Single product models may target a specific niche, while integrated models often target
a broader market by addressing multiple needs.

Ultimately, the choice between these models depends on the company's strategic goals, market
positioning, and the nature of client needs in the software and services industry. But how does this
play out in terms of organisation aspects?

Aspect

Business Model
Focus

Product Diversity

Niche vs. Broad
Market

Customer Base

Operations
Simplicity

Resource
Allocation

Ecosystem
Development

Innovation
Approach

Customer
Support

Market Entry
Strategy

Adaptability and
Flexibility

Single Product

Centres around a single, specialized
software product.

Limited to one primary software
offering.

Often targets a niche market with a
unique value proposition.

Targets a specific user segment that
benefits from the single product.

Operations are streamlined with a
singular focus.

Resources concentrated on
developing, marketing, and
supporting a single product.

May not have a developed
ecosystem around the single
product.

Innovation is focused on enhancing
the single product's features.

Support is tailored to the specific
needs of users of the single product.

Typically enters a niche market with
a specialized product.

May struggle with adapting to
market changes if the single product
becomes less relevant.

Multi Product

Focuses on a suite of interrelated
software products and associated
services.

Involves a diverse range of software
products designed to work together.

Targets a broader market by
addressing various needs with
multiple products.

Attracts a broader customer base due
to the range of products and services.

Operations may be more complex due
to the variety of products and
services.

Requires strategic resource allocation
across multiple products and services.

Builds an ecosystem around
integrated products and services for

synergy.

Systematic approach to innovation,
introducing new products and
features.

Support may be more complex,
addressing issues across various
products.

May use a multi-pronged market
entry strategy to address various
segments.

Can adapt to market changes by
adjusting focus and resources across
the product portfolio.
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Aspect
Risk Mitigation

Single Product

Vulnerable to market shifts
impacting the demand for the single
product.

4.2 Operating Model Perspective

Multi Product

Diversification across a product
portfolio can help mitigate risks.

One can classify organisations in terms of how they approach their operating model on a continuum
from "Artisanal" to "Industrial" approaches. Let us explore these terms in the context of the operating
model in software and services companies:

Characteristics

Examples

Relevance

Artisanal

Craftsmanship: The focus is on
individual expertise, creativity, and a
personalized approach to delivering
services or developing software.

Customization: Tailors solutions to
individual client needs, often involving
highly specialized and unique offerings.
Flexibility: Adapts to specific client
requirements, allowing for a high
degree of customization and agility in
responding to changes.

Innovation: Driven by unique ideas,
creativity, and the pursuit of excellence
in delivering highly customized
solutions.

A boutique software development firm
that specializes in creating highly
customized solutions for niche markets.

Consulting services that offer
personalized, hands-on expertise for
specific client challenges.

Suited for smaller firms or those
targeting niche markets where
customization and personalized service
are paramount.

How do these compare with each other?

Industrial

Efficiency: Emphasizes standardized
processes, economies of scale, and
efficient delivery of services or
products.

Scalability: Designed to handle larger
volumes, serving a broad and diverse
customer base with consistent quality.

Standardization: Focuses on creating
standardized products or services that
can be replicated and delivered at
scale.

Risk Mitigation: Implements
systematic processes to manage and
mitigate risks associated with scale
and complexity.

Large-scale software development
companies that produce standardized
software products for mass markets.

Business process outsourcing (BPO)
services that provide standardized,
efficient solutions for a wide range of
clients.

Effective for larger enterprises aiming
for mass market appeal, efficiency,
and scalability in delivering software
or services.

Customization vs. Standardization: The artisanal model prioritizes customization and uniqueness,
while the industrial model emphasizes standardization for efficiency and scale.

Flexibility vs. Scalability: Artisanal models are often more flexible and adaptable to specific client
needs, while industrial models are designed for scalability to serve a larger customer base.

Innovation Approach: Artisanal models thrive on individual creativity and unique solutions, while
industrial models may focus on systematic innovation aligned with market demands.
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Ultimately, the choice between an artisanal and industrial operating model depends on the business
goals, target markets, and the nature of the products or services offered by a software or services
company. But how does this play out in terms of organisation aspects?

Aspect Artisanal Industrial

Development Focused on craftsmanship and Emphasizes efficiency, standardization,

Approach individual expertise. and scalability.

Customization Allows for high levels of Balances customization with
customization for specific needs. standardized features to appeal to a

broader market.

Innovation Driven by unique ideas and Systematic approach to innovation,
individual creativity. often driven by market demands and
trends.
Scale May face challenges in scaling to Designed for scalability to serve a large
accommodate a larger user base. and diverse user population.

Time to Market Development timelines may vary Focus on efficiency often leads to faster

based on craftsmanship. time-to-market.

Quality Control Relies on individual expertise for Implements systematic quality control
quality control. processes.

Resource Resources concentrated on Strategic resource allocation across

Allocation perfecting a single product. multiple products.

Flexibility Highly flexible to adapt to Balances flexibility with standardization
individual customer requirements.  for mass appeal.

Market Niche Targets a niche market with Aims for broader market appeal with a
specialized, unique offerings. range of standardized products.

Risk Tolerance Tolerant of risks associated with Seeks to manage and mitigate risks

experimentation and uniqueness. through systematic processes.

In summary, the artisanal approach in software development is characterized by a focus on individual
craftsmanship, uniqueness, and customization, whereas the industrial approach emphasizes efficiency,
scalability, and standardization to cater to a larger market. Each approach has its advantages and is
suited to different contexts and objectives within the software industry.

4.3 Legacy Product Organisations

Legacy Product Organizations are characterized by traditional deployment models, upfront revenue
structures, slower development cycles, and a higher level of customer responsibility for infrastructure
and maintenance. While these organizations may have established market presence, they may face
challenges in terms of agility and responsiveness to rapidly evolving market dynamics.

Product Deployment Model: Legacy Product Organizations traditionally deliver their software as on-
premise installations. Customers need to install and run the software on their local servers or devices.

Revenue Model: Revenue is often generated through perpetual licenses or upfront purchases.
Customers pay a one-time fee for the software, and additional revenue may come from maintenance
contracts.

Update and Maintenance: Updates and maintenance typically require manual intervention.
Customers may need to install patches or updates themselves, and on-site maintenance is common.
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Customization: Customization in legacy products can be challenging and may require significant effort.
It often involves IT expertise and, in some cases, coding or scripting.

Scalability: Scaling a legacy product may require additional infrastructure and resources. Organizations
may need to invest in more powerful servers or hardware to accommodate a growing user base.

Time to Market for Features: Legacy products often have longer lead times for the development and
release of new features. The development cycle tends to be slower compared to more agile models.

Infrastructure Responsibility: Customers bear the responsibility for managing their own
infrastructure. This includes server maintenance, upgrades, and ensuring compatibility with the legacy
software.

Data Security Concerns: Security concerns often rest on the customer's IT department. The
organization must implement security measures to safeguard the data and infrastructure hosting the
legacy product.

Cost Structure: Legacy products often have higher upfront costs. Customers may also incur additional
costs for maintenance, updates, and any support services.

Client Onboarding Process: Onboarding for legacy products is typically more complex, involving on-
premise installation, configuration, and potentially collaboration with IT teams.

User Accessibility: Accessibility may be limited to specific devices or locations. Legacy software may
not provide the flexibility of access from anywhere with an internet connection.

Customer Feedback and Updates: Legacy products may have slower feedback loops due to longer
release cycles. Incorporating customer feedback into updates and improvements can take more time.

Innovation Cycle: Legacy product organizations often face longer innovation cycles. The rigid structure
and processes may make it challenging to quickly adapt to changing market needs and emerging
trends.
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4.4 The SaaS Space

The "SaaS Space" can be described in terms of four quadrants along two axes. The Axis are the
"Operating Model" which ranges from "Artisanal" to "Industrial", and the "Business Model" which
ranges from "Single Product" to "Multiple Products and Services", as captured in the Figure 1.
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Figure 1: The SaaS Space

Single Product «————

The four quadrants are as follows:

Business Model

—— »  Multi Product

1. "SaaS Enabled Product": "Artisanal" and "Single Product", which is the result of Legacy

Product organisations enabling their product to operate in the SaaS Space. Such

organisations focus on developing the SaaS infrastructure and architecting their product to

leverage that infrastructure.

2. "SaaS Scaled Product": "Industrial" and "Single Product", which is the result of Quadrant 1
organisations scaling their product using the Saa$S technical infrastructure capabilities. Such
organisations focus on product scaling and extension - mainly through digitisation, technical
standardisation, and efficiencies

3. "SaaS Leveraging Organisations" : "Artisanal" and "Multi Product", which is the result of
Quadrant 1 organisations applying SaaS to more products and services. Such organisations
focus on leveraging external products and services to better deliver their own services -

mainly through digitalisation.
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4. "SaaS Oriented Organisation": "Industrial" and "Multi Product", which is the result of
organisations developing dynamic capabilities that enable them to compose valuable
products and services from their own and external products and services and manage the
ensuing complexity over the lifecycle of the products and services. They usually need the
development of a Capability Integration Platform.

4.4.1 SaaS Enabled Product Organisations

"SaaS Enabled Product" organizations represent a transition from traditional legacy product models to
a SaaS environment. Let us delve into the key aspects of these organizations:

Operating Model: Artisanal - In the context of "SaaS Enabled Product" organizations, the transition
begins with an artisanal operating model. This implies a focus on craftsmanship, individual
expertise, and a personalized approach to adapting existing products to operate within the SaaS
landscape.

Business Model: Single Product - The initial emphasis is on enabling a single existing product to
function as a SaaS$ offering. This might involve re-architecting the product to leverage the SaaS
infrastructure, making it accessible over the internet.

Product Deployment Model: SaaS Transformation - The product deployment model shifts from
traditional on-premise installations to a SaaS-based delivery. This involves developing the
necessary infrastructure to support SaaS functionalities, such as multi-tenancy, scalability, and
remote accessibility.

Revenue Model: Transition to Subscription - The revenue model undergoes a transformation from
perpetual licenses or upfront purchases to a subscription-based, recurring revenue model. This
aligns with the typical SaaS pricing structure where customers pay for ongoing access to the
service.

Update and Maintenance: Streamlined and Automatic - With the move to SaaS, updates and
maintenance become more streamlined and automatic. The SaaS infrastructure allows for
seamless and automatic updates, reducing the burden on customers and ensuring everyone has
access to the latest features and security patches.

Customization: Increasing Flexibility - While the customization aspect may still be evolving, there
is a trend towards increasing flexibility. SaaS-enabled products aim to provide more user-friendly
customization options, responding to the demand for personalized experiences.

Scalability: Preparing for Growth - The organization starts preparing for scalability by leveraging
the inherent scalability features of the SaaS model. This allows the product to accommodate a
growing user base without the need for significant additional investments in infrastructure.

Time to Market for Features: Shorter Development Cycles - As organizations adapt to the agile
nature of the SaaS environment, the time to market for new features shortens. Development
cycles become more agile, enabling quicker responses to customer needs and market trends.

Infrastructure Responsibility: Shared with SaaS Provider - The responsibility for infrastructure
management starts to shift. While customers were traditionally responsible for their own
infrastructure in legacy models, SaaS-enabled organizations share this responsibility with the SaaS
provider, reducing the burden on clients.

Data Security Concerns: Shared Responsibility - Security becomes a shared responsibility, with
the Saa$ provider implementing robust security measures. This collaborative approach ensures a
higher level of data security for both the organization and its clients.

Shift Thought Page 35 of 90



The Road to SaaS Raju Oak

e Cost Structure: Transition to Lower Upfront Costs - The cost structure begins to transition, with
lower upfront costs for customers. The subscription-based model provides a more predictable and
accessible pricing structure.

e Client Onboarding Process: Streamlined Installation - The client onboarding process becomes
more streamlined, moving away from complex on-premise installations to simplified
configurations and remote access.

e User Accessibility: Anywhere, Anytime Access - Accessibility improves significantly as the product
transitions to a SaaS model. Users can access the product from anywhere with an internet
connection, enhancing flexibility and usability.

o Customer Feedback and Updates: Agile Feedback Loops - With shorter development cycles and
automatic updates, feedback loops become more agile. Organizations can incorporate customer
feedback into updates and improvements more rapidly.

e Innovation Cycle: Accelerated Innovation - The innovation cycle accelerates, aligning with the
agile principles of the SaaS model. Organizations can respond more promptly to emerging market
trends and customer needs.

"SaaS Enabled Product" organizations represent a pivotal stage in the SaaS transition journey. They
exhibit a blend of artisanal operating practices while adapting a single product to the SaaS paradigm,
thereby laying the groundwork for further evolution within the SaaS Space.

Adobe Creative Cloud is a classic example of a company that has transitioned its product suite into the
Saa$S space. Adobe moved from a traditional model of purchasing standalone software licenses to a
subscription-based service. Users now access Adobe's suite of creative tools, such as Photoshop and
Illustrator, through a subscription, allowing for continuous updates and cloud-based collaboration.

4.4.2 SaaS Scaled Product

"SaaS Scaled Product" organizations represent a stage where initial SaaS enablement has progressed
to focus on scaling and extending the product using the technical capabilities of a Saa$ infrastructure.
Let us explore the key aspects, highlighting the differences from "SaaS Enabled Product" organizations:

e Operating Model: Industrial - "Saa$S Scaled Product" organizations transition from an artisanal to
an industrial operating model. This shift reflects a focus on efficiency, standardization, and
scalability as they aim to scale their product offerings.

e Business Model: Single Product - Similar to "SaaS Enabled Product" organizations, the primary
focus remains on a single product. However, in Quadrant 2, the emphasis shifts towards scaling
and extending the functionality of this single product.

e Product Deployment Model - Scalability and Extension: The product deployment model
continues to leverage Saa$ capabilities but now emphasizes scalability and extension. This involves
enhancing the product's features, possibly through digitization, technical standardization, and
efficiency improvements.

e Revenue Model: Subscription-based Scaling - The revenue model maintains a subscription-based
structure, but the emphasis shifts towards scaling the product offerings. This may involve
introducing tiered pricing structures or additional features to cater to a broader user base.

e Update and Maintenance: Focus on Scalability - Updates and maintenance continue to benefit
from the SaaS infrastructure, with a particular focus on scalability. The organization aims to
efficiently manage and maintain the product for a growing user base.

e Customization: Standardization with Options - While customization remains a consideration,
there is a trend towards standardization with options. The organization may offer standard
features while providing users with configurable options to tailor the product to their needs.
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e Scalability: Key Focus Area - Scalability becomes a key focus area in Quadrant 2. Organizations
invest in ensuring that their SaaS-scaled product can handle increasing demand and user loads
without compromising performance.

o Time to Market for Features: Efficient Development - Development cycles become more efficient.
Organizations can release new features and updates more rapidly, aligning with the demand for
continuous improvement in the SaaS landscape.

e Infrastructure Responsibility: Shared with Provider - Similar to Quadrant 1, infrastructure
responsibility is shared with the Saa$S provider. This collaborative approach allows the organization
to focus on scaling and extending the product without the burden of extensive infrastructure
management.

e Data Security Concerns: Continuing Collaboration - Security concerns continue to be a shared
responsibility. The organization collaborates with the SaaS provider to implement and maintain
robust security measures, ensuring the ongoing protection of user data.

o Cost Structure: Predictable Subscription - The cost structure maintains predictability through a
subscription-based model. However, as the product scales, organizations may introduce pricing
tiers to cater to different user needs.

e Client Onboarding Process: Streamlined and Digital - The client onboarding process remains
streamlined, with a focus on digital processes. Organizations aim to enhance user experience by
simplifying the installation and configuration procedures.

e User Accessibility: Enhanced Flexibility - User accessibility is enhanced, offering flexibility in
accessing the product from various devices and locations. This aligns with the scalable and
extended nature of the SaaS-scaled product.

e Customer Feedback and Updates: Agile Iterations - Agile feedback loops persist, allowing
organizations to iterate rapidly based on customer feedback. Continuous improvement remains a
core aspect of the development process.

e Innovation Cycle: Iterative Innovations - The innovation cycle becomes more iterative.
Organizations can introduce innovations incrementally, ensuring that the product evolves to meet
the changing needs of users and the market.

In summary, "Saa$ Scaled Product" organizations build upon the SaaS enablement of their product by
transitioning to an industrial operating model and placing a strong emphasis on scalability and
extension. The key differences from "SaaS Enabled Product" organizations lie in the heightened focus
on efficient scaling, enhanced customization options, and the introduction of features to cater to a
growing and diverse user base.

Salesforce is a prime example of a company that has scaled its product through the SaaS model. Initially
offering customer relationship management (CRM) software, Salesforce evolved into a comprehensive
cloud-based platform. It scaled its product by adding various modules and services, becoming a
dominant force in cloud-based enterprise solutions.

4.4.3 SaaS Leveraging Organisation

"SaaS Leveraging" organizations represent a stage where the initial SaaS enablement has progressed
to applying SaaS principles to multiple products and services. Let us delve into the key aspects,
highlighting the differences from "SaaS Enabled Product" organizations:

e Operating Model: Artisanal - The operating model remains artisanal, emphasizing individual
expertise and a personalized approach. In Quadrant 3, this approach extends beyond a single
product, now encompassing multiple products and services.
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e Business Model: Multi Product - A significant shift occurs in the business model, moving from a
focus on a single product to leveraging SaaS across multiple products and services. This introduces
a more diverse portfolio for the organization.

e Product Deployment Model: Diversification - The product deployment model diversifies as Saa$S
principles are applied to a broader range of offerings. The organization focuses on leveraging
external Saa$S products and services to enhance the delivery of their own services.

o Revenue Model: Diversified Streams - The revenue model becomes more diversified, reflecting
the introduction of multiple products and services. Revenue streams may include subscriptions,
licensing, or other SaaS-related models across the organization's portfolio.

e Update and Maintenance: Holistic Approach - Updates and maintenance take on a holistic
approach, considering the entire portfolio of products and services. The organization seeks
efficiency in managing updates across a diverse range of offerings.

e Customization: Flexible Configurations - Customization evolves to offer flexible configurations
across a variety of products and services. The organization aims to provide tailored solutions to
meet the specific needs of different user segments.

e Scalability: Portfolio-wide Scalability - Scalability becomes portfolio-wide as the organization
applies SaaS principles to multiple products. The focus is on ensuring that the entire suite of
offerings can scale seamlessly to accommodate growing demands.

o Time to Market for Features: Coordinated Releases - The time to market for features is
coordinated across the diverse portfolio. The organization aims for synchronized releases that
enhance the entire suite of products and services.

e Infrastructure Responsibility: Collaborative Management - Infrastructure responsibility continues
to be a collaborative effort with the SaaS provider. The organization manages the infrastructure
requirements across its entire portfolio, ensuring consistent and efficient operations.

o Data Security Concerns: Comprehensive Protection - Data security concerns take on a more
comprehensive approach, addressing the unique requirements of each product and service within
the portfolio. The organization collaborates with the SaaS provider to implement robust security
measures.

e Cost Structure: Varied Pricing Models - The cost structure introduces varied pricing models across
the portfolio. Different products and services may have distinct pricing structures based on their
unique value propositions and user segments.

e Client Onboarding Process: Unified User Experience - The client onboarding process aims for a
unified user experience across the diverse portfolio. The organization streamlines processes to
ensure consistent and seamless installations and configurations.

e User Accessibility: Diverse Access Points - User accessibility diversifies, offering multiple access
points across the portfolio. The organization ensures that users can access different products and
services from various devices and locations.

e Customer Feedback and Updates: Coordinated Feedback Loops - Coordinated feedback loops are
established, allowing the organization to gather input on multiple products and services. Updates
are iteratively released to enhance the entire portfolio based on user feedback.

e Innovation Cycle: Portfolio-wide Innovation - The innovation cycle becomes portfolio-wide, with
the organization introducing innovations across multiple products and services. The focus is on
maintaining a competitive edge and meeting the evolving needs of diverse user segments.
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"SaaS Leveraging" organizations showcase a significant evolution beyond a single product, expanding
their focus to apply SaaS principles across a diversified portfolio. The key differences from "Saa$S
Enabled Product" organizations lie in the broader business model, diversified revenue streams, and
the holistic approach to customization, scalability, and updates across the entire suite of offerings.

Uber exemplifies a company that leverages Saa$S solutions to enhance its core service. While Uber's
primary business is ridesharing, it extensively relies on SaaS tools for operations. The platform uses
Saas for driver and rider communication, payment processing, mapping, and analytics, showcasing
how organizations leverage external Saa$ offerings to enhance their services.

4.4.4  SaaS Oriented Organisation

"SaaS Oriented" organizations represent a highly evolved stage where dynamic capabilities are
developed to compose valuable products and services from both internal and external sources. Let us
explore the key aspects, highlighting the differences from both "SaaS Enabled Product" and "Saa$S
Leveraging" organizations:

e Operating Model: Industrial - "SaaS Oriented" organizations transition to an industrial operating
model. This shift reflects a systematic approach to managing the complexity that arises from
composing products and services from internal and external sources.

e Business Model: Multi Product - Similar to "Saa$S Leveraging" organizations, the business model
remains multi-product, with a diverse portfolio. However, "SaaS Oriented" organizations
distinguish themselves by their dynamic capabilities in composing valuable offerings.

e Product Deployment Model: Composed Offerings - The product deployment model evolves to
focus on composed offerings. "SaaS Oriented" organizations adeptly blend internal and external
products and services to create value for their customers.

o Revenue Model: Comprehensive Monetization - The revenue model becomes more
comprehensive, leveraging dynamic capabilities to monetize the composed offerings effectively.
This may include innovative pricing models that capture the value derived from the integration of
diverse elements.

o Update and Maintenance: Integrated Maintenance - Updates and maintenance are integrated
across the composed offerings. The organization develops sophisticated systems to ensure
seamless and coordinated updates for the entire portfolio, balancing internal and external
components.

e Customization: Tailored Integrations - Customization takes on a more sophisticated form,
involving tailored integrations of internal and external components. "Saa$S Oriented" organizations
excel in providing flexible configurations that meet the specific needs of diverse user segments.

e Scalability: Dynamic Scalability - Scalability becomes highly dynamic as the organization masters
the orchestration of scalable elements from both internal and external sources. The focus is on
efficiently scaling the entire suite of composed offerings.

o Time to Market for Features: Rapid Integration - The time to market for features accelerates as
"SaaS Oriented" organizations become adept at rapidly integrating new components, whether
developed in-house or sourced externally.

e Infrastructure Responsibility: Capability Integration Platform - A significant difference emerges in
infrastructure responsibility. "SaaS Oriented" organizations often develop a Capability Integration
Platform, a sophisticated infrastructure that manages the complexity of integrating diverse
products and services.
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e Data Security Concerns: Comprehensive Safeguards - Data security concerns are addressed with
comprehensive safeguards. The organization implements robust security measures, especially
given the complexity of handling data from both internal and external sources.

e Cost Structure: Value-based Pricing - The cost structure is characterized by value-based pricing,
reflecting the unique value proposition derived from the integrated and composed offerings.
Different components may contribute distinctively to the overall value.

e Client Onboarding Process: Unified Onboarding Experience - The client onboarding process aims
for a unified experience, ensuring seamless integration of various components into the client's
workflow. The organization excels in simplifying the onboarding experience for diverse products
and services.

e User Accessibility: Unified Access Points - User accessibility is unified across the portfolio, with
the organization providing a seamless experience for accessing and interacting with composed
offerings.

e Customer Feedback and Updates: Iterative Compositions - The feedback loop becomes iterative
at the level of compositions. "SaaS Oriented" organizations continuously refine and enhance their
composed offerings based on customer feedback, iterating on the integration of internal and
external elements.

e Innovation Cycle: Continuous Portfolio Innovation - The innovation cycle becomes continuous
and portfolio-wide. "SaaS Oriented" organizations consistently innovate by introducing new
components, refining integrations, and staying ahead of market trends.

In summary, "SaaS Oriented" organizations represent the pinnacle of SaaS evolution, excelling in
dynamic capabilities to compose valuable offerings from internal and external sources. The key
differences from "SaaS Enabled Product" and "SaaS Leveraging" organizations lie in the industrial
operating model, the development of a Capability Integration Platform, and the sophisticated
orchestration of diverse products and services to create unparalleled value for customers.

Amazon Web Services is a comprehensive example of a SaaS-oriented organization. AWS not only
offers a multitude of its own SaaS products and solutions but also serves as a platform for other
organizations to build and deliver their SaaS offerings. AWS, through its extensive ecosystem,
embodies the characteristics of a SaaS-oriented organization.

4.5 The Transition

The transition into a Saa$S organisation can be a significantly challenging endeavour. This is primarily
because it usually involves a significant organisation transformation to move a legacy organisation
towards one that is SaaS capable.

To understand the scale of change it is helpful to compare the two extreme quadrants in the SaaS
space below, bearing in mind that these are both already in the SaaS space. Moving into the SaaS space
in the first place from a legacy organisation adds another order of magnitude to the challenge.

4.5.1 From Artisanal + Single Product to Industrial + Product Portfolio

Let us compare and contrast an artisanal - single product approach to SaaS with an industrial -
product portfolio approach:

Aspect Artisanal + Single Product Industrial + Product Portfolio Approach
Approach to Saa$ to Saas

Focus Emphasizes a singular, specialized  Focuses on a diverse portfolio of
product, or service. products or services to meet a broader

range of needs.
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Aspect

Development
Strategy

Target Audience

Innovation and
Customization

Scalability

Resource
Allocation

Marketing and
Branding

Customer Loyalty

Risk Mitigation

Maintenance and

Support

Market Entry
Strategy

Adaptability

Artisanal + Single Product
Approach to Saa$

Involves in-depth development
and customization for a specific
target audience.

Targets a niche or specific market
segment with tailored features.

Allows for high levels of
innovation and customization
based on specific requirements.

May face challenges in scaling to
accommodate a larger and more
diverse user base.

Resources are concentrated on
refining and enhancing a single
product.

Marketing efforts are highly
focused on promoting a singular
brand and product.

Builds deep loyalty among users
who appreciate the specialized
features.

Vulnerable to market changes or
shifts in demand for the specific
product.

Maintenance and support are

concentrated on a single product.

Typically enters a niche market
with a unique value proposition.

May struggle with adapting to
market changes if the single
product becomes less relevant.

Industrial + Product Portfolio Approach
to SaaS

May involve parallel development
efforts for multiple products, catering to
different market segments.

Targets a broader audience by offering a
range of products with varying features
and functionalities.

Balances innovation across a product
portfolio, customizing features for
different use cases.

Designed for scalability, allowing the
organization to reach and serve a wide
range of customers.

Resources are distributed across
multiple products, requiring strategic
resource allocation.

Requires coordinated marketing efforts
to establish and maintain the brand
across a diverse product range.

Focuses on building a broad customer
base with loyalty spread across multiple
products.

Diversification across a product
portfolio can mitigate risks associated
with changes in market demand.

Requires a system for efficiently
managing maintenance and support
across multiple products.

May use a multi-pronged market entry
strategy to address various segments
simultaneously.

Can adapt to market changes by
adjusting focus and resources across
the product portfolio.

In summary, the artisanal approach to SaaS focuses on depth and specialization, catering to a specific
market with a unique offering. On the other hand, the industrial approach diversifies across a product
portfolio, aiming to capture a broader market and providing flexibility in responding to evolving market
dynamics. Each approach has its advantages and challenges, and the choice between them depends
on factors such as market strategy, resource capacity, and the organization's overall goals.
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4.5.2 SaaS Product to SaaS Organisation

Let us compare and contrast the organizational structures applicable to the artisanal + single product
approach to Saa$S with the industrial + product portfolio approach:

Organizational
Element

Overall Structure

Leadership

Development
Teams

Focus of Expertise

Innovation and

Customization

Resource

Allocation

Marketing Teams

Customer Support

Brand Identity

Risk Management

Adaptability

Decision-Making

Artisanal + Single Product
Approach to Saa$

Typically flat organizational
structure.

Leadership is focused on a specific
product and its market.

Small, specialized teams dedicated
to the development and
enhancement of the single
product.

Expertise is concentrated on the
specific technology and domain
related to the single product.

Emphasis on in-depth innovation
and customization for the unique
product offering.

Resources are concentrated on the
single product's development and
support.

Small, specialized marketing teams
focused on promoting the singular
brand and product.

Support teams are specialized in
the features and functionalities of
the single product.

Brand identity is tightly associated
with the singular product.

Higher risk concentration on the
success and relevance of the single
product.

May struggle with adaptability if
the single product becomes less
relevant.

Decisions are typically quicker and
more streamlined due to the
singular focus.

Industrial + Product Portfolio Approach
to SaaS

Can have a more complex
organizational structure, often
hierarchical, to manage multiple
product lines.

Leadership oversees a broader
portfolio, requiring coordination and
strategic decision-making across
products.

Larger and diverse teams, each
assigned to different products within
the portfolio.

Teams may have varied expertise across
different technologies and industries
based on the product portfolio.

Balances innovation efforts across
multiple products, each serving
different market needs.

Resources are distributed strategically
to manage development, support, and
marketing for multiple products.

Larger marketing teams managing the
promotion of each product within the
portfolio.

Requires a versatile support structure
capable of addressing diverse needs
across the product portfolio.

Requires a cohesive brand strategy that
unifies the image of the organization
across its diverse product lines.

Risk is diversified across the product
portfolio, reducing vulnerability to
market changes for any single product.

Can adapt to market changes by
adjusting focus and resources across
different products in the portfolio.

Decision-making can be more complex,
involving considerations for various
products and their respective markets.
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4.6 The Journey

The evolution of organisations in the SaaS space can be understood as a journey. In the case of
designed organisations, it is usually a case of developing maturity in a specific quadrant, but for most
legacy organisations entering the Saa$S space it is a case of simultaneously developing maturity while
moving between quadrants in the SaaS space.

4.6.1 Entering the SaaS Space

Entering the SaaS space is a strategic decision that organizations make either through intentional
design or through an evolutionary process. The journey into the SaaS space involves a careful
consideration of the organization's goals, capabilities, and the dynamics of the market. Let us explore
how organizations make this critical choice and navigate the SaaS space, aiming to find the most
suitable quadrant that aligns with their objectives.

4.6.1.1 Designing Entry: A Strategic Blueprint

e Strategic Intent: Organizations that design their entry into the SaaS space follow a deliberate and
strategic blueprint. This approach involves a thorough assessment of market opportunities,
customer needs, and technological trends. The decision to enter the SaaS space is rooted in a
proactive effort to leverage the benefits of a subscription-based model and tap into the scalability
and accessibility that SaaS offers.

o Market Analysis: Designing entry begins with a comprehensive market analysis. Organizations
identify gaps in existing solutions, assess competition, and anticipate future trends. This strategic
planning helps in crafting a unique value proposition that sets the foundation for the organization's
entry into the SaaS landscape.

e Technology Readiness: Technology readiness is a key consideration. Organizations investing in
Saa$S design their infrastructure to accommodate the scalability, security, and flexibility required
for delivering software as a service. This proactive approach ensures that the technological
foundation aligns seamlessly with the organization's SaaS objectives.

e Quadrant Selection: When designing entry, organizations strategically choose the quadrant that
aligns with their capabilities and market positioning. For example, a company might opt for
Quadrant 1, becoming a "Saa$S Enabled Product" by adapting its existing product to operate in the
Saa$ space. This strategic choice positions the organization to focus on developing the necessary
SaaS infrastructure and architecting its product accordingly.

4.6.1.2 Evolving into the SaaS Space: Adaptive Transformation

o Reactive Response: Organizations that evolve into the SaaS space do so in response to external
factors or changing market conditions. This evolution is often a reactive response to the growing
prominence of SaaS models, customer demand for subscription-based services, or competitive
pressures.

e Incremental Changes: Evolutionary entry involves incremental changes to the organization's
existing products or services. Rather than a radical shift, it is a step-by-step adaptation to the Saa$
paradigm. This approach allows organizations to leverage existing strengths while gradually
incorporating SaaS principles.

e Quadrant Selection: Evolving organizations may find themselves in Quadrant 1, where they enable
their existing product for SaaS delivery. This quadrant provides a transitional space for
organizations to test the waters, adapt their product infrastructure, and gradually embrace the
SaaS model. Evolutionary entry allows organizations to learn from practical implementation and
adjust their strategies based on real-world feedback.
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4.6.1.3 Choosing the Appropriate Quadrant

e Organizational Assessment: The choice of the appropriate quadrant hinges on a thorough
assessment of the organization's capabilities, resources, and strategic goals. Designing entry
requires a deep understanding of the market landscape and a commitment to investing in the
necessary infrastructure. On the other hand, evolving into the SaaS space demands a realistic
appraisal of the organization's current state and a willingness to adapt gradually.

e Risk Tolerance: Quadrant selection is also influenced by the organization's risk tolerance.
Designing entry is a proactive choice, indicating a higher risk appetite for investing in new
technologies and market ventures. In contrast, evolving into the SaaS space may be a lower-risk
option, allowing organizations to test and adapt without committing to a complete overhaul.

e Market Dynamics: The dynamics of the market play a crucial role. Organizations must assess
whether they are entering a greenfield market where a new Saa$ solution is needed (designing
entry) or if there is an opportunity to transition existing offerings to a SaaS model (evolving entry).

In conclusion, whether an organization designs its entry into the SaaS space or evolves into it, the
choice of the appropriate quadrant is a strategic decision that aligns with its goals, capabilities, and
market dynamics. This decision shapes the organization's trajectory in the Saa$S landscape, influencing
its growth, competitiveness, and ability to deliver value in the ever-evolving realm of software services.

4.6.2 Legacy to SaaS Enabled Product

The journey from a traditional "Legacy Product" model to a modern "SaaS Enabled Product" is a
transformative process that profoundly impacts not only the product itself but also the people and the
entire organizational structure. This evolution is driven by various factors, leading to significant
implications, impacts, and challenges for the individuals involved, the product development process,
and the organization as a whole.

4.6.2.1 Drivers of Transformation:

e Market Demand for Agility: One of the primary drivers is the ever-increasing demand for agility in
the market. Legacy products often struggle to keep pace with rapidly changing customer needs
and technological advancements. SaaS enables organizations to deliver frequent updates and
respond swiftly to evolving requirements.

e Shift in Business Models: The shift in business models towards subscription-based revenue is a
compelling driver. SaaS models offer a more predictable and recurring revenue stream, aligning
with modern economic preferences and facilitating better financial planning for organizations.

e User Expectations for Accessibility: User expectations have shifted towards seamless accessibility
from anywhere and on any device. SaaS Enabled Products leverage cloud-based infrastructure,
providing users with the flexibility to access the product without being tethered to specific
hardware or locations.

e Cost Efficiency and Scalability: The cost efficiency and scalability inherent in the SaaS model are
compelling drivers. Organizations can benefit from economies of scale, reduce upfront costs, and
scale their offerings more efficiently to accommodate a growing user base.

4.6.2.2 Implications on People:

o Shiftin Skill Sets: The transformation impacts individuals by necessitating a shift in skill sets. Legacy
product developers may need to adapt to cloud-based technologies, continuous integration
practices, and agile development methodologies.

Shift Thought Page 44 of 90



The Road to SaaS Raju Oak

e Embracing Cross-functional Collaboration: Cross-functional collaboration becomes more critical as
teams work on shared cloud infrastructure. Developers, operations, and quality assurance teams
need to collaborate seamlessly to ensure the success of SaaS Enabled Products.

e Customer-Centric Mindset: Individuals must adopt a more customer-centric mindset. SaaS models
often involve more direct and frequent interactions with end-users, requiring a deeper
understanding of customer needs and preferences.

4.6.2.3 Impacts on the Product:

e Enhanced Flexibility and Customization: SaaS Enabled Products offer enhanced flexibility and
customization options. The product becomes more adaptable to diverse user requirements,
fostering a more personalized user experience.

e Continuous Iterative Development: The development cycle transforms into a continuous, iterative
process. Updates and new features can be rolled out more frequently, allowing the product to
evolve in response to real-time feedback and market dynamics.

e Improved User Accessibility: The product undergoes a significant improvement in user
accessibility. Cloud-based deployment enables users to access the product seamlessly from various
devices and locations, promoting a more inclusive user experience.

4.6.2.4 Impacts on the Organization:

e Operational Efficiency: SaaS transformations lead to increased operational efficiency.
Organizations benefit from streamlined processes, automated updates, and reduced maintenance
efforts, allowing teams to focus on innovation rather than routine tasks.

e Revenue Model Evolution: The organization experiences a shift in its revenue model. The transition
from one-time sales to subscription-based models brings about changes in financial planning, cash
flow management, and overall business strategy.

e Adaptation of Organizational Structure: The shift to a SaaS Enabled Product often necessitates
adjustments in the organizational structure. Roles such as DevOps engineers and cloud architects
become integral, and cross-functional teams become the norm for collaborative product
development.

4.6.2.5 Challenges Encountered:

e Cultural Resistance: Cultural resistance within the organization can pose a significant challenge.
Individuals accustomed to traditional product development approaches may resist adopting new
methodologies and technologies.

e Data Security Concerns: Data security concerns emerge as organizations transition to cloud-based
solutions. Ensuring the security of sensitive information becomes a top priority, requiring robust
cybersecurity measures and compliance with data protection regulations.

e Legacy System Integration: Integrating with existing legacy systems can be a complex challenge.
Compatibility issues may arise, and seamless integration requires careful planning and sometimes
significant redevelopment efforts.

The journey from a "Legacy Product" to a "SaaS Enabled Product" is a multifaceted transformation that
impacts every facet of an organization. It is not merely a technological shift but a holistic evolution that
demands changes in mindset, skill sets, and organizational structures. While the journey is marked by
challenges, the rewards include increased agility, improved user experiences, and a more sustainable
and predictable revenue model. Success in this transformation requires a strategic approach, a
commitment to continuous learning, and a collaborative organizational culture that embraces change
for the better.
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4.6.3 SaaS Enabled Product to SaaS Scaled Product

The transition from a "SaaS Enabled Product" to a "SaaS Scaled Product" represents a pivotal phase
in the evolution of a software product. This journey is propelled by various drivers that push
organizations towards scalability, introducing profound implications, impacts, and challenges that
extend across the realms of individuals, the product itself, and the broader organizational structure.

4.6.3.1 Drivers of Scaling:

e Market Expansion: A key driver is the imperative to expand market reach. SaaS Enabled Products,
having successfully embraced the subscription-based model, often seek to capitalize on their initial
success by reaching new customer segments and markets.

e Economic Efficiency Through Scaling: The inherent economic efficiencies associated with scaling
become a compelling driver. As the user base grows, spreading fixed costs across a larger audience
allows organizations to operate more efficiently and enhance profitability.

e Enhanced Feature Set: The desire to enrich the product's feature set and capabilities serves as a
driver for scaling. Organizations aim to provide a more comprehensive solution to users,
accommodating diverse needs and preferences.

e Competitive Edge: Maintaining a competitive edge in the dynamic software landscape is a driving
force. Scaling allows organizations to stay ahead by continually innovating, offering more value to
users, and outpacing competitors.

4.6.3.2 Implications on People:

e Skill Set Diversification: The transition to a SaaS Scaled Product implies a diversification of skill sets
among individuals. Teams may need to acquire expertise in areas such as advanced scalability
techniques, distributed systems, and more complex feature development.

e Cross-Functional Collaboration at Scale: Cross-functional collaboration becomes more intricate as
teams scale. Coordinating efforts across larger teams, geographies, and time zones requires robust
communication channels and efficient collaboration tools.

e Focus on Specialized Roles: Scaling often leads to the emergence of more specialized roles. DevOps
engineers, scalability architects, and specialists in specific features or components may become
integral to the success of a SaaS Scaled Product.

4.6.3.3 Impacts on the Product:

e Scalability as a Feature: The product undergoes a shift where scalability becomes a featured
attribute. Designing the product to seamlessly handle increased loads, diverse user bases, and
varying usage patterns becomes a critical aspect of product development.

e Feature Diversification: The product experiences a diversification of features. Scaling is not just
about accommodating more users; it is about providing a richer, more diverse set of features to
cater to the evolving needs of a growing and diverse user base.

e Incorporation of Advanced Technologies: Advanced technologies, such as machine learning,
artificial intelligence, or sophisticated analytics, may be incorporated into the product to enhance
its capabilities and stay ahead of market demands.

4.6.3.4 Impacts on the Organization:

e Structural Adaptations: The organization undergoes structural adaptations to accommodate
growth. Teams may be reorganized, and new departments or units may emerge to handle specific
aspects of scaling, such as infrastructure management and advanced feature development.
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e Strategic Planning for Market Expansion: Strategic planning becomes more focused on market
expansion. Organizations need to identify target markets, understand regional nuances, and tailor
their product strategies to align with the diverse needs of an expanding user base.

e Investment in Technological Infrastructure: There is a heightened emphasis on investing in
technological infrastructure. Organizations need robust, scalable, and reliable infrastructure to
support the growing demands of a Saa$S Scaled Product.

4.6.3.5 Challenges Encountered:

e Balancing Scalability and User Experience: One of the primary challenges is finding the right
balance between scalability and maintaining a seamless user experience. As the product scales,
organizations must ensure that performance and responsiveness are not compromised.

e Managing Increased Complexity: The increased complexity that comes with scaling poses a
significant challenge. Coordinating multiple teams, managing diverse feature sets, and ensuring
the smooth integration of new technologies require careful management.

e  Cultural Shifts: Cultural shifts within the organization can present challenges. Adapting to a more
complex and scaled environment may require changes in mindset, communication strategies, and
the overall organizational culture.

The journey from a "SaaS Enabled Product" to a "SaaS Scaled Product" signifies a strategic move
towards growth, innovation, and meeting the demands of a broader user base. While this evolution
brings about numerous advantages, it is not without its challenges. Organizations must navigate the
complexities of scaling, ensure that the product remains user-centric, and foster a culture of
adaptability and collaboration.

Success in this journey requires a blend of technological acumen, strategic foresight, and a
commitment to nurturing the skills and collaboration capabilities of individuals within the
organization. As organizations navigate this transformative phase, they position themselves not only
for scalability but for sustained excellence in the competitive landscape of the SaaS industry.

4.6.4 SaaS Enabled Product to SaaS Leveraging Organisation

The journey from a "SaaS Enabled Product" to a "SaaS Leveraging Organisation" marks a strategic
evolution that transcends product-centricity to embrace a holistic approach of leveraging external
products and services. This transformative process brings about distinct drivers, implications, impacts,
and challenges, shaping the landscape for individuals, the product itself, and the overarching
organizational structure.

4.6.4.1 Drivers of Leverage:

e Diversification of Offerings: A key driver is the desire to diversify offerings. Moving beyond a
singular product, organizations aim to leverage external Saa$S solutions to enrich their portfolio,
providing users with a comprehensive suite of interconnected services.

e Optimizing Resource Allocation: The need to optimize resource allocation drives the shift toward
leveraging external services. Instead of reinventing the wheel, organizations strategically integrate
external SaaS products to focus internal resources on core competencies and innovation.

e Enhancing User Experience: Improving the overall user experience becomes a driving force. By
incorporating external Saa$ solutions, organizations can deliver a more seamless and feature-rich
experience to users, addressing a broader spectrum of their needs.

e Responding to Market Dynamics: Adapting to market dynamics is a critical driver. As the
competitive landscape evolves, organizations leverage external solutions to swiftly respond to
emerging trends, customer demands, and technological advancements.
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4.6.4.2 Implications on People:

e Collaborative Skill Development: Individuals within the organization witness a shift toward
collaborative skill development. With the integration of external Saa$S solutions, teams may need
to acquire skills related to integration, customization, and effective collaboration with external
service providers.

e Cultural Embrace of External Collaboration: There is a cultural embrace of external collaboration.
Individuals need to foster a mindset that values collaboration beyond organizational boundaries,
appreciating the contributions of external SaaS providers as integral to the overall success.

e Strategic Decision-Making Skills: Individuals acquire strategic decision-making skills. As they
navigate a landscape with a multitude of external solutions, individuals must develop the ability
to make informed decisions about which external services align with organizational goals and user
needs.

4.6.4.3 Impacts on the Product:

e Extended Feature Set: The product experiences an extended feature set. By leveraging external
SaaS solutions, the organization can seamlessly integrate additional features and functionalities
into the product, offering users a more comprehensive and value-driven solution.

e Accelerated Innovation: Innovation accelerates with the incorporation of external solutions.
Organizations can tap into the ongoing advancements made by external providers, staying at the
forefront of technological innovation without the need for extensive in-house development.

e Customization and Flexibility: Customization and flexibility become key attributes of the product.
Leveraging external SaaS solutions allows organizations to tailor their offerings to specific user
needs, providing a more adaptable and personalized user experience.

4.6.4.4 Impacts on the Organization:

e Strategic Partner Ecosystem: Organizations transition towards building a strategic partner
ecosystem. This shift involves cultivating relationships with external SaaS providers, creating a
network of collaborations that contribute to the overall value proposition.

o Agile Resource Allocation: Resource allocation becomes more agile. Organizations can dynamically
allocate resources based on project requirements, leveraging external solutions when necessary
and optimizing internal resources for core competencies.

e Evolution of Business Models: There is an evolution of business models. The organization
transforms into a more dynamic entity, capable of adapting its business model to leverage
emerging opportunities and respond to changing market demands.

4.6.4.5 Challenges Encountered:

e Integration Complexity: One of the primary challenges is the complexity of integration. Effectively
integrating external SaaS solutions into the existing product architecture requires meticulous
planning, technical expertise, and sometimes overcoming compatibility challenges.

e Data Security and Compliance: Addressing data security and compliance becomes a significant
concern. Organizations must ensure that external SaaS providers adhere to rigorous security
standards and comply with regulations to safeguard user data and maintain trust.

e  Cultural Shift Resistance: Resistance to cultural shifts poses a challenge. Some individuals may be
resistant to embracing external collaborations, viewing them as a departure from traditional
development practices. Managing this resistance requires effective communication and change
management.
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The evolution from a "SaaS Enabled Product" to a "SaaS Leveraging Organisation" represents a
strategic pivot towards a more interconnected and adaptive model. The drivers of diversification,
optimization, and enhanced user experiences propel this transformation. As individuals, products, and
organizations undergo this evolution, they embrace collaborative skill development, cultivate a culture
of external collaboration, and navigate the complexities of integrating a diverse range of SaaS solutions

Success in this journey requires not only technical acumen but also a strategic mindset that effectively
harnesses the synergies offered by external partnerships, ensuring sustained innovation and
competitiveness in the dynamic SaaS landscape.

4.6.5 SaaS Scaled Product to SaaS Oriented Organisation

The evolution from a "SaaS Scaled Product" to a "SaaS Oriented Organisation" signifies a strategic
progression toward a more intricate and interconnected organizational model. This transformative
journey is driven by specific factors that influence the individuals, the product landscape, and the
overarching organizational structure. As we explore this evolution, we delve into the implications,
impacts, and challenges that accompany such a substantial shift.

4.6.5.1  Drivers of Orientation:

e Holistic Product Ecosystem: A pivotal driver is the aspiration to create a holistic product ecosystem.
Organizations aim to transcend individual scaled products and move toward an integrated
portfolio that leverages synergies across a spectrum of products and services.

e Strategic Market Positioning: The desire for strategic market positioning propels the journey.
Organizations seek to position themselves as not just providers of individual products but as
comprehensive solution providers, offering a suite of interconnected services to address diverse
user needs.

e Optimizing Cross-Product Synergies: The optimization of cross-product synergies becomes a
central driver. Instead of viewing products in isolation, organizations aim to strategically leverage
the synergies between different products, creating an ecosystem where each component
enhances the value of the others.

e Enhancing User Experience: A commitment to enhancing the overall user experience motivates
the transition. By offering a cohesive set of products and services, organizations seek to provide
users with a seamless and integrated experience that goes beyond what individual scaled products
can achieve.

4.6.5.2 Implications on People:

e Cross-Functional Collaboration: Individuals witness a heightened need for cross-functional
collaboration. The complexity of managing a diverse product ecosystem necessitates collaboration
across various functions, requiring individuals to work seamlessly across different domains and
expertise areas.

e Strategic Decision-Making Skills: There is an increased emphasis on strategic decision-making
skills. Individuals must navigate the intricacies of a multifaceted product landscape, making
decisions that align with the organization's overarching objectives and enhance the value of the
entire product ecosystem.

e Innovation Catalysts: Individuals become innovation catalysts. With a focus on an oriented
organization, creativity and innovation become integral to identifying new ways to optimize and
integrate products, fostering an environment that values continuous improvement.
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4.6.5.3 Impacts on the Product:

e Seamless Product Integration: The product landscape experiences a shift towards seamless
integration. Rather than individual products coexisting, there is a deliberate effort to design
products that seamlessly integrate with each other, creating a unified experience for users.

e Unified User Journey: The user journey becomes more unified. Users engage with a coherent
ecosystem of products and services, experiencing a cohesive flow that enhances their overall
satisfaction and usability of the organization's offerings.

e |nnovative Product Combinations: Products evolve to offer innovative combinations. Organizations
experiment with combining features and functionalities from different products to create unique
offerings that cater to a broader range of user needs.

4.6.5.4 Impacts on the Organization:

e Strategic Business Alliances: Organizations focus on strategic business alliances. The oriented
organization actively seeks partnerships and collaborations, both internal and external, to enhance
the capabilities and value proposition of the entire product ecosystem.

e Centralized Management of Ecosystem: There is a move towards centralized management of the
product ecosystem. Organizations develop structures and processes to holistically manage the
entire portfolio, ensuring that each product contributes to the overall strategic objectives.

e Customer-Centric Culture: The organization cultivates a customer-centric culture. With an oriented
approach, organizations prioritize understanding and fulfilling customer needs across the entire
product ecosystem, fostering loyalty and satisfaction.

4.6.5.5 Challenges Encountered:

e Complexity in Integration: One of the primary challenges is the complexity in integrating diverse
products. Ensuring seamless interoperability and a unified user experience across a multifaceted
ecosystem requires sophisticated technological solutions and strategic planning.

e Organizational Change Management: Managing organizational change becomes a critical
challenge. Shifting from a scaled product model to an oriented organization requires change in
mindset, culture, and processes, necessitating effective change management strategies.

e Balancing Innovation and Stability: Striking a balance between innovation and stability poses a
challenge. While innovation is vital for an oriented organization, maintaining the stability and
reliability of the entire product ecosystem requires careful consideration to avoid disruptions.

The transition from a "SaaS Scaled Product" to a "SaaS Oriented Organisation" represents a strategic
evolution toward a more interconnected and value-driven organizational model. Driven by a desire for
holistic market positioning and enhanced user experiences, this journey reshapes the roles of
individuals, the dynamics of the product landscape, and the overall organizational structure.

Success in this transformative shift requires not only technological adeptness but also a strategic vision
that aligns products, fosters collaboration, and places user satisfaction at the core of the organizational
mission. As organizations embark on this journey, they position themselves to not only adapt to market
changes but to lead innovation in the dynamic landscape of the Saa$ industry.
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4.6.6 SaaS Leveraging Organisation to SaaS Oriented Organisation

The transition from a "SaaS Leveraging Organisation" to a "SaaS Oriented Organisation" represents a
strategic evolution toward a more comprehensive, integrated, and strategically aligned organizational
model. This journey is fuelled by specific drivers that influence individuals, reshape the product
landscape, and redefine the overarching structure of the organization. As we explore this
transformation, we delve into the implications, impacts, and challenges that accompany this significant
shift.

4.6.6.1 Drivers of Orientation:

e Strategic Synergy Optimization: A pivotal driver is the pursuit of optimizing strategic synergies.
Organizations aim to move beyond leveraging external products and services in isolation and seek
to strategically align and integrate these diverse elements to create a cohesive and synergistic
product ecosystem.

e Holistic User-Centric Approach: The desire for a holistic user-centric approach propels the journey.
Organizations aspire to create a unified and seamless experience for users by strategically aligning
internal and external offerings, placing the user at the centre of the product ecosystem.

e Agile Response to Market Dynamics: The need for agile response to market dynamics is a driving
force. Recognizing the rapid evolution of the SaaS landscape, organizations seek to orient
themselves to be more adaptive, innovative, and responsive to emerging trends and user needs.

e Integrated Innovation Culture: A commitment to fostering an integrated innovation culture
motivates the transition. Organizations aim to create a culture that encourages collaboration,
experimentation, and the continuous integration of innovative ideas across the entire product
portfolio.

4.6.6.2 Implications on People:

e Collaborative Cross-Functional Expertise: Individuals witness a heightened need for collaborative
cross-functional expertise. The complexity of strategically aligning diverse products requires
individuals to work seamlessly across various functions, fostering a culture of collaboration and
shared understanding.

e User-Centric Innovation Mindset: There is an increased emphasis on a user-centric innovation
mindset. Individuals become catalysts for innovation, actively contributing ideas and insights that
enhance the overall user experience and strategically align with the organization's objectives.

e Strategic Decision-Making Skills: Individuals must develop advanced strategic decision-making
skills. The intricacies of aligning diverse products demand individuals who can navigate complex
landscapes, making decisions that contribute to the overarching strategic goals of the organization.

4.6.6.3 Impacts on the Product:

e Unified User-Centric Experience: The product landscape undergoes a transformation toward
providing a unified user-centric experience. The strategic alignment of internal and external
offerings aims to create a seamless and integrated journey for users across the entire product
ecosystem.

e Innovative Product Integrations: Products evolve to offer innovative integrations. Organizations
experiment with combining features and functionalities from different products, strategically
aligning them to create unique offerings that provide exceptional value to users.

e Strategically Aligned Feature Sets: The feature sets of products become strategically aligned.
Rather than isolated features, organizations aim to strategically position and align features to fulfil
specific user needs and contribute to the overall strategic objectives of the organization.
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4.6.6.4 Impacts on the Organization:

e Strategic Ecosystem Management: Organizations focus on strategic ecosystem management. The
oriented organization actively manages the entire product ecosystem, ensuring that each
component is strategically aligned and contributes to the holistic vision of the organization.

e Cultivation of Innovative Culture: There is a heightened emphasis on cultivating an innovative
culture. Organizations strive to create an environment that encourages experimentation,
collaboration, and the continuous integration of innovative ideas to strategically enhance the
product portfolio.

e Enhanced Market Competitiveness: The organization becomes more competitively positioned in
the market. By strategically aligning products and services, the organization can respond more
effectively to market dynamics, gaining a competitive edge through its adaptive and user-centric
approach.

4.6.6.5 Challenges Encountered:

e  Cultural Shift and Change Management: One of the primary challenges is managing cultural shifts
and change. Moving from a leveraging to an oriented organization requires a shift in mindset,
collaboration practices, and organizational culture, necessitating effective change management
strategies.

e Technological Integration Complexity: The complexity of integrating diverse technologies poses a
challenge. Ensuring seamless interoperability and strategic alignment of technologies across the
entire product ecosystem requires sophisticated technological solutions and careful planning.

e Balancing Innovation and Stability: Striking a balance between innovation and stability remains a
challenge. While innovation is vital for an oriented organization, maintaining the stability and
reliability of the entire product ecosystem requires careful consideration to avoid disruptions.

The evolution from a "Saa$S Leveraging Organisation" to a "SaaS Oriented Organisation" represents a
strategic leap toward a more integrated, user-centric, and strategically aligned organizational model.
Driven by the optimization of synergies, a user-centric approach, and the fostering of an innovative
culture, this transformation reshapes the roles of individuals, the dynamics of the product landscape,
and the overall organizational structure.

Success in this transformative journey requires not only technological acumen but also strategic vision,
a collaborative culture, and a relentless focus on delivering exceptional value to users. As organizations
embark on this journey, they position themselves to not only adapt to market changes but to lead
innovation in the dynamic landscape of the Saa$ industry.

4.6.7 SaaS Enabled Product to SaaS Oriented Organisation

The journey from a "Saa$S Enabled Product"” to a "SaaS Oriented Organisation" signifies a strategic leap
towards a more comprehensive and dynamic organizational model. This transformative journey is
propelled by distinct drivers that shape the landscape for individuals, the product, and the broader
organizational structure. As we explore this evolution, we delve into the implications, impacts, and
challenges that accompany such a profound shift.

4.6.7.1  Drivers of Orientation:

e Dynamic Product Ecosystem: A key driver is the aspiration to create a dynamic product ecosystem.
Organizations seek to transition from a singular SaaS-enabled product to a broader portfolio that
leverages dynamic capabilities, encompassing a spectrum of products and services.
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e Strategic Business Expansion: The strategic expansion of business operations is a driving force.
Organizations aim to diversify their offerings, leveraging not only internal products but also
external services and technologies to create a holistic and value-driven suite for users.

e Integrated Service Delivery: The desire for integrated service delivery motivates the transition.
Moving beyond a single product focus, organizations envision a seamless integration of various
products and services, creating a unified experience for users.

e Adaptability to Market Trends: A commitment to adaptability to market trends propels the journey.
Organizations recognize the need to be agile in responding to evolving market dynamics,
leveraging a diverse set of internal and external resources to stay at the forefront of innovation.

4.6.7.2 Implications on People:

e Cross-functional Expertise: Individuals witness a need for cross-functional expertise. As the
organization diversifies its product portfolio, teams may need to broaden their skill sets to
understand and collaborate on a variety of products and services.

e Innovation Mindset: There is a shift towards fostering an innovation mindset. Individuals become
catalysts for innovation, actively contributing ideas and insights that enhance the overall
ecosystem of products and services offered by the organization.

e Collaborative Leadership: Leadership becomes more collaborative. Individuals in leadership roles
must navigate a landscape of diverse products and services, fostering collaboration not only within
the organization but also with external partners and providers.

4.6.7.3 Impacts on the Product:

e Integrated User Experience: The product undergoes a transformation towards providing an
integrated user experience. The focus shifts from individual products to a seamless experience
across the entire suite, enhancing user satisfaction and engagement.

e Portfolio-wide Scalability: Scalability becomes portfolio-wide. The organization aims to scale not
only individual products but the entire ecosystem, ensuring that all components can efficiently
grow to meet increasing demands.

e Innovative Compositions: The product evolves to include innovative compositions. Organizations
experiment with blending internal and external elements to create unique and valuable offerings,
showcasing a high level of creativity and adaptability.

4.6.7.4 Impacts on the Organization:

e Strategic Partnership Development: There is a strategic focus on partnership development. The
organization actively seeks and nurtures partnerships with external service providers, aiming to
create a symbiotic relationship that enhances the overall value proposition.

e (Capability Integration Platform: The development of a Capability Integration Platform becomes
essential. This sophisticated infrastructure serves as the backbone for integrating and managing
the diverse set of products and services within the organization's portfolio.

o Agile Resource Allocation Strategies: Resource allocation strategies become more agile. The
organization must dynamically allocate resources based on the changing needs of the diverse
product and service portfolio, optimizing efficiency and innovation.

4.6.7.5 Challenges Encountered:

e Integration Complexity: Integrating a diverse array of products and services poses a significant
challenge. The complexity of ensuring seamless integration, data interoperability, and a unified
user experience requires meticulous planning and execution.
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e  Cultural Adaptation: Cultural adaptation becomes crucial. Shifting from a product-centric to a more
holistic, service-oriented culture may encounter resistance. Organizations must effectively
communicate the benefits of this shift and foster a culture of collaboration and adaptability.

e Technological Alignment: Ensuring technological alignment across the entire portfolio is a
challenge. Different products and services may rely on varied technologies and aligning them
cohesively requires strategic planning and the development of a flexible technological
infrastructure.

The journey from a "SaaS Enabled Product" to a "SaaS Oriented Organisation" represents a strategic
evolution towards a more dynamic, diversified, and interconnected organizational model. Driven by
the pursuit of a comprehensive product ecosystem, organizations navigate challenges, optimize
resource allocation, and foster a culture of innovation.

Success in this transformative journey requires a blend of technological prowess, strategic vision, and
a people-centric approach. As organizations embrace this orientation, they position themselves to not
only adapt to market changes but also lead innovation in an ever-evolving Saa$ landscape.

4.7 Key factors in developing strategy

In the context of a SaaS organisation, strategy development is a dynamic process. It is also extremely
context sensitive. Although patterns do exist, these must be highly customised and adapted to not just
the state of the individual products in the organisation but also the current state of the organisation,
and the capabilities it can deploy.

In developing a strategy it is important to bear some key factors in mind:
4.7.1 Customer value must ultimately drive all strategy

It follows therefore that the value proposition to the customer must reflect the tangible value that
SaaS$ brings to the customer. This is usually in terms of reduced cost, commitment, maintenance effort,
risk, ubiquity, availability and time to value, and increased productivity, responsiveness, access to best
practices and standards etc. It is rarely about functionality or technical factors.

It is crucial therefore that product direction continues to be led by customer facing elements of the
organisation, with the SaaS$ initiative itself providing patterns, good practice advice, infrastructure
alternatives, resources, and strategic acceleration.

4.7.2 SaaS of itself is irrelevant to the customer

It follows from the above that SaaS is ultimately not relevant to the customer unless the Saa$ service
also provides valuable capability or benefit — be it functional commercial or operational. The value to
the customer arises from leveraging the capabilities of the product through the service that SaaS
provides. SaaS, on the other hand, is highly beneficial to the organisation. It is critical that the cost of
achieving those benefits is justified, and these are never achieved at the cost of the customer.

4.7.3 Organisation integration is key

SaaS is ultimately a service wrapping a product that is delivered through a commercial model, built
upon an operational model built upon underlying organisational capabilities. It is how well those
capabilities translate through the various layers in producing customer value that determines the
success of the SaaS$ strategy. This makes organisation integration a key dynamic capability.

4.7.4 Composition is a key dynamic capability

In a business environment increasingly dominated by dynamic ecosystems, developing products and
services internally becomes less attractive an option as compared to composing propositions from
already available products and services.
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Saa$ oriented organisations excel at this dynamic capability — often composing their offerings out of
off the shelf products or other SaaS services while developing the offerings, and then substituting
these with in-house offerings or buying out the external service provider. Microsoft is an example of
this strategy.

Composition as a dynamic capability depends upon the architectures within the organisation enabling
composition, the ability to identify, and integrate products and services in composing appropriate
value propositions, and culture and strategies that actively prefer composition as the default path
forward.

4.7.5 SaaS enablement is the easy bit

The technical transition of the product functionality to make it SaaS enabled, although laborious and
time consuming is actually the easiest and best understood part of the overall transition. It is the
developmental functionality that is challenging and usually requires significant rearchitecting of both
the functional product and the development lifecycle management infrastructure and capability.

It is not uncommon to see organisations moving to SaaS to be dominated by the part of the
organisation that deals with the technical transition and deployment. This happens for two reasons:

1. Itisthe area of work with the most clarity and certainty, and therefore confidence
2. ltis also the area that produces tangible results early, thus generating credibility.

This is the result of the natural management bias toward focusing on what is understood and
measurable, rather than poorly understood elements that are critical to success. However, while
natural, this can be limiting and ultimately crippling, as it diverts resources and attention away from
the critical capabilities that need to be developed, which tend to be less clear and tangible at the
outset.

It is important to remember that SaaS enablement does not in itself offer any competitive advantage,
it is simply the qualification that entitles an organisation to play in the Saa$S space. It is the capabilities
beyond enablement that confer the competitive advantages and presage success.

4.7.6 The SaaS Enabled Organisation is intrinsically unstable

Most organisations do not sustain their presence in this quadrant for any length of time — they either
move into one of the other quadrants, move back to legacy, or even disintegrate. This is because of
the following reasons

1. Building a SaaS capability is a risky and uncertain endeavour, and faces challenges in terms of
priority and resources from incumbent models for a considerable period of time before it can
prove itself

2. Inertia poses a significant risk to developing a fledgling SaaS capability within a legacy
organization due to the inherent resistance to change and the established norms of traditional
operational models.

e Legacy organizations often have well-established processes, infrastructure, and a cultural
mindset that align with on-premises software models. Introducing a Saa$S capability requires
a fundamental shift in these aspects, and the resistance to depart from familiar practices can
impede the adoption of new, cloud-based approaches.

e Inertia may manifest in reluctance to invest in the necessary technology, hesitancy among
employees to embrace new workflows, and a tendency to stick to existing software models,
hindering the organization's ability to leverage the agility, scalability, and cost-effectiveness
that SaaS can offer.
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3. Afledgling SaaS capability in a large legacy organisation is at extreme risk of reversion.
The tendency to revert to a legacy model can be driven by a variety of factors.

e  Firstly, the comfort and familiarity associated with existing operational models may lead to a
preference for the known over the unknown. Employees and decision-makers might resist
the learning curve associated with new SaaS technologies and processes.

e Additionally, concerns about data security and compliance may fuel a desire to maintain
control over on-premises solutions, especially if the organization has invested significantly in
securing its legacy infrastructure.

e Financial considerations, such as the perceived high upfront costs of SaaS adoption or a
misconception about the long-term cost-effectiveness of traditional models, can also
contribute to the inclination to revert to familiar practices.

e Finally the risk of cannibalising the existing and projected market also play a part.

4. To prove itself as a viable business model, it must generate scale, in the pursuit of which it
automatically moves to quadrant 2 if it is successful

5. Alternatively, it can apply its learnings to multiple products and services, particularly in
professional services organisations, particularly if, in those areas, the customer value proposition
particularly benefits from being Saa$

Therefore the fledgling Saa$S capability needs to be protected by the organisation leadership while it
matures, and positioned as a strategic direction for the future, not just an experimental capability
development. This necessitates strategic change management, clear communication of the benefits,
and proactive efforts to reshape organizational culture, ensuring a smooth transition towards
embracing SaaS capabilities

4.7.7 The SaaS Oriented Organisation is aspirational

The benefits of the SaaS oriented organisation have been identified earlier, there are a number of
strategic reasons why organisations aspire to become one

The journeys in the Saa$ space are not directionally symmetric in terms of time, cost, risk, and effort.
This means that, while it takes considerable time, cost, risk, and effort for an organisation to become
SaaS$ oriented, such an organisation has little difficultly in managing products and services that are in
other quadrants in terms of their maturity or their scope. This is indeed a key requirement and
characteristic of organisations in this quadrant.

This is essentially due to the development of the capability integration platform (as opposed to the
technical platform in the first quadrant) together with the dynamic capability of composition. This
addresses the fact that different approaches may be more appropriate for different products at
different stages in their maturity within the same organisation

4.7.8 The software/service boundaries are becoming increasingly diffuse

The emergence of different types of Al is significantly blurring the boundaries between products and
services in the Saa$S space. Al technologies, such as machine learning and natural language processing,
are increasingly integrated into SaaS offerings, transforming them into intelligent, dynamic solutions.

As Al capabilities evolve, SaaS products are not just static tools but dynamic systems that can learn,
adapt, and provide personalized experiences. This shift is turning Saa$S offerings into more than just
products; they are becoming intelligent services that can analyse data, make predictions, and
continually improve performance.
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The line between a traditional software product and a service is blurring as Al-driven Saa$ solutions
offer ongoing value through continuous learning and adaptation, challenging the conventional
distinctions between product and service in the realm of software and professional services delivery

4.7.9 Conceptual confusion and conflicts are to be expected

The development of a fledgling SaaS capability within a legacy organization is prone to confusion of
terms and conflicts in expectations and approaches due to the inherent clash between traditional
models and the evolving Saa$S paradigm.

Legacy organizations often operate with established terminologies and expectations rooted in on-
premises software models. Introducing SaaS entails a shift not only in technology but also in the
understanding of terms, such as ownership, maintenance, and updates, cloud v/s Saa$S, product v/s
service and functional v/s dynamic capabilities.

The dynamic nature of SaaS, with features like automatic updates and subscription-based pricing, can
lead to conflicting expectations regarding control and cost models. Moreover, differing approaches to
change management and resistance to embracing cloud-centric methodologies can contribute to
internal conflicts.

Managing this transition effectively requires clear communication, education on Saa$ principles, and
alignment of expectations across all levels of the organization to mitigate potential confusion and
conflicts.

4.7.10 Uncertainty and dynamism are the norm

Nurturing a fledgling SaaS capability within a legacy organization is characterized by uncertainty and
dynamism primarily due to the transformative nature of this shift. Uncertainty arises as organizations
grapple with the unknowns of transitioning from traditional on-premises models to the cloud-based
SaaS paradigm. Questions about the impact on existing workflows, data security concerns, and the
overall adaptability of the organization can create an atmosphere of unpredictability.

The dynamism in this process is driven by the rapid evolution of Saa$S technologies and market trends.
Saa$S capabilities are continually advancing, introducing new features, integration possibilities, and
security enhancements.

For example, consider a legacy organization adopting a SaaS-based customer relationship
management (CRM) solution. The dynamic nature of SaaS means that the CRM capabilities can evolve
over time, incorporating Al-driven insights, real-time collaboration features, and enhanced mobile
functionality. This constant evolution requires organizations to stay agile and adapt their strategies to
harness the latest advancements, adding a layer of dynamism to the nurturing process.

Moreover, market dynamics and competitive landscapes are continually shifting in the Saa$S arena.
New entrants, changing customer preferences, and emerging technologies contribute to an ever-
changing landscape, necessitating an agile approach to stay competitive.

Nurturing a fledgling SaaS capability involves navigating these uncertainties and embracing the
dynamic nature of technological progress and market forces. Organizations that effectively manage
this uncertainty and embrace the dynamism can position themselves to thrive in the evolving Saa$
landscape.
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4.8 Critical Elements

Several critical elements are involved in the journey towards a successful SaaS organisation. These
include vision, strategy, state assessment, execution and finally alignment, which is pivotal in ensuring
that the organisation moves towards its Saa$S vision as smoothly as possible. These are captured in the

diagram below and explored next.:

Strategy

Figure 2: Alignment - The Key to the Journey

4.8.1 Vision

In the context of a SaaS organization strategy, "vision" is a guiding beacon that aligns organizational
goals with product goals, providing a clear and inspirational direction for the company's future. It is a
forward-looking statement that articulates where the organization aims to be and how its SaaS
products will contribute to achieving that overarching objective.
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It is important to remember that such vision must constantly evolve, as the organisational and product
goals evolve in response to the market, technology, and business environment.

Organizational Goals: The organizational goals encompass broader aspirations such as market
leadership, customer satisfaction, and sustained growth. These goals often relate to the overall success
and impact the organization aims to achieve in its industry.

Product Goals: On the other hand, product goals are more specific to the SaaS offerings. These may
include enhancing features, improving user experience, expanding the customer base, or innovating
to stay ahead of the competition.

Development of Vision:

o Understanding Market Dynamics: The development of a vision starts with a deep understanding
of market dynamics. This involves assessing current industry trends, identifying emerging
technologies, and understanding customer needs and pain points.

e Clarifying Organizational Purpose: The vision is rooted in the organization's purpose. Leaders must
ask fundamental questions about why the company exists and how it aims to make a difference in
the market. This clarity of purpose forms the foundation of the vision.

e Collaboration Across Teams: Developing a vision is a collaborative process that involves input from
various teams, including product development, marketing, sales, and customer support. Cross-
functional collaboration ensures that the vision is comprehensive and reflects the collective
wisdom of the organization.

e Long-Term Strategic Planning: A compelling vision is future-oriented and considers the long-term
strategic trajectory of the company. It goes beyond immediate product releases and envisions how
the SaaS offerings will evolve to meet the evolving needs of customers.

e User-Centric Approach: A strong vision in a SaaS organization is inherently user-centric. It envisions
how the products will bring value to customers, solve their problems, and enhance their
experiences. This user-centricity is crucial for sustained success in the competitive SaaS landscape.

Example of Vision Development: Consider a hypothetical SaaS organization in the project
management space:

e Organizational Goal: To become the industry leader in collaborative project management
solutions.

e Product Goal: To offer the most intuitive and comprehensive project management platform in the
market.

e Vision: Empower teams globally with a seamlessly integrated project management platform that
transcends traditional boundaries, fostering collaboration, innovation, and unparalleled efficiency.
Our vision is to redefine how teams work together, making every project a success story.

e Development Process: The development of this vision involved market research to understand the
evolving needs of project teams. It incorporated insights from user feedback, competitive analysis,
and emerging technologies. Cross-functional teams collaborated to ensure that the vision was not
only aspirational but also feasible and aligned with the organization's capabilities.

e Balancing Act: The vision strikes a balance between the organizational goal of industry leadership
and the product goal of providing an exceptional project management platform. It envisions a
future where the product's success contributes significantly to the organization's overall standing
in the market.
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In summary, a vision in the context of a SaaS organization strategy is a dynamic and forward-looking
statement that harmonizes both organizational and product goals. Its development involves a deep
understanding of the market, collaboration across teams, a user-centric approach, and a focus on long-
term strategic planning. The example illustrates how a well-crafted vision can serve as a powerful guide
for a SaaS organization's journey towards industry leadership and product excellence.

4.8.2 Strategy

In the context of a SaaS organization, "strategy" is the comprehensive plan of action that charts the
course toward achieving the organization's vision. It involves a deliberate set of choices and actions to
position the company for success in the dynamic and competitive landscape of the SaaS industry.

A well-crafted SaaS strategy considers the current state of the organization, outlines the necessary
steps for execution, and serves as a roadmap for realizing the envisioned future. Such a strategy must
constantly evolve, as the organisational and product goals evolve in response to the market,
technology, and business environment.

Strategy as Movement Towards Vision:

o Alignment with Vision: The SaaS strategy is inherently linked to the organization's vision. It
outlines how the company intends to move from its current state to the envisioned future,
articulating the specific steps, investments, and adaptations required along the journey.

e Balancing Short-Term and Long-Term Goals: SaaS strategies strike a balance between short-term
objectives, such as product enhancements and market expansion, and long-term goals aligned
with the overarching vision. This balancing act ensures that the organization remains agile while
progressing steadily towards its ultimate destination.

e Adaptability to Market Dynamics: Given the rapidly evolving nature of the SaaS landscape, an
effective strategy is adaptable. It considers market dynamics, technological shifts, and customer
preferences, allowing the organization to adjust its course as needed to stay competitive.

Development of SaaS Strategy:

e Environmental Analysis: The development of a SaaS strategy begins with a thorough analysis of
the external environment. This involves understanding market trends, assessing competitor
moves, and identifying opportunities and threats in the industry.

o Internal Assessment: A candid evaluation of the organization's current state is crucial. This involves
an examination of existing product offerings, technological capabilities, team strengths, and areas
for improvement. It sets the foundation for defining realistic strategic goals.

e Vision Integration: The organization's vision serves as the guiding light during strategy
development. The strategy should articulate how each strategic initiative contributes to the
realization of the overarching vision, ensuring a cohesive and purposeful approach.

e Execution Planning: A well-defined Saa$S strategy goes beyond aspirations; it includes a detailed
execution plan. This plan breaks down the strategy into actionable steps, allocates resources
effectively, and establishes key performance indicators (KPIs) for measuring progress.

Example of SaaS Strategy: Consider a hypothetical SaaS organization specializing in customer
relationship management (CRM):

Current State: The organization currently offers a CRM platform with strong sales and customer
support features. It has a significant customer base but recognizes the need to enhance its platform to
compete with emerging players.
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Vision: To be the top choice for businesses seeking an Al-driven, comprehensive CRM solution that not
only manages customer relationships but anticipates user needs and enhances overall operational
efficiency.

Saas Strategy:

e Product Enhancement: Invest in Al and machine learning to enhance the CRM platform's
predictive capabilities.

e Market Expansion: Target specific industries and geographical regions for increased market
penetration.

e Customer Engagement: Implement strategies for proactive customer engagement and feedback
integration to ensure continuous improvement.

e Partnerships and Integrations: Form strategic partnerships and integrations with complementary
SaaS$ solutions to offer a more comprehensive business suite.

Execution Plan: Each aspect of the strategy has a detailed execution plan. For product enhancement,
a dedicated R&D team is assigned, while the market expansion initiative involves a targeted marketing
campaign and localized customer support. Customer engagement strategies include regular feedback
loops, and partnerships involve identifying and collaborating with key players in the SaaS ecosystem.

In summary, strategy in the context of a SaaS organization is the intentional and dynamic roadmap that
guides the movement towards the envisioned future. It involves aligning with the organizational vision,
balancing short-term and long-term goals, adapting to market dynamics, and meticulous execution
planning. The example demonstrates how a SaaS organization can develop a strategic plan that
integrates current capabilities with a future-focused vision, ensuring a proactive and purposeful
approach in the competitive SaaS landscape.

4.8.3 State

In the context of a Saa$S (Software as a Service) organization, "state" refers to the current condition of
the organization concerning its vision and strategy. It involves a comprehensive assessment of various
components that collectively define the organization's status and readiness to achieve its goals.

Understanding the current state is a crucial step in strategic planning as it informs decision-making and
provides a foundation for developing effective strategies. Achieving such understanding is a dynamic
exercise as the state is constantly changing.

Components of the Current State in a SaaS Organization:

e Product Portfolio: This includes an evaluation of the organization's existing SaaS products, their
features, and their market positioning. Assessing the product portfolio involves understanding the
strengths, weaknesses, and unique selling points of each offering.

e Market Presence: Examining the organization's current market presence involves assessing its
share in the target market, customer demographics, and competitive landscape. This component
provides insights into how well the organization's products are received and positioned in the
market.

o Technological Infrastructure: The technological infrastructure forms the backbone of a SaaS
organization. This includes the scalability, security, and flexibility of the technology stack. Assessing
the technological state ensures that the organization's infrastructure is capable of supporting its
current and future needs.

e Customer Base: The customer base assessment involves analysing the size, diversity, and
satisfaction of the organization's customer portfolio. Understanding the existing customer base
helps identify areas for expansion, improvement, and potential upselling opportunities.
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Team Competencies: Evaluating the skills and competencies of the organizational team is crucial.
This includes assessing the expertise of teams involved in product development, customer
support, sales, and marketing. Team competencies contribute to the organization's ability to
execute its strategies effectively.

Financial Health: An analysis of the organization's financial health includes examining revenue
streams, profitability, and overall financial stability. This component helps gauge the financial
resources available for strategic initiatives and investments.

Example of State Assessment: Consider a hypothetical SaaS organization in the project management
space:

Product Portfolio Assessment: The organization has a project management platform with basic
collaboration features. However, a state assessment reveals that competitors have introduced
more advanced functionalities, and the organization's product lacks certain key features, such as
Al-driven project insights.

Market Presence: The organization has a moderate market presence in the project management
software sector. The assessment reveals that there is an untapped market segment in industries
where the platform could provide significant value, such as the creative and design sector.

Technological Infrastructure: The assessment of the technological infrastructure shows that the
current system can handle the existing user base, but scalability could be a challenge as the
organization aims for rapid growth. Security measures are robust, but there is room for
improvement in terms of incorporating emerging technologies.

Customer Base: The customer base is diverse but predominantly composed of small to medium-
sized enterprises (SMEs). The assessment indicates a need to expand into larger enterprises and
explore global markets to diversify the customer portfolio.

Team Competencies: The assessment reveals that the development team is proficient in current
technologies, but additional training is required to implement Al-driven features. The customer
support team has received positive feedback, indicating strong customer-centric competencies.

Financial Health: Financially, the organization is stable, with a steady stream of subscription-based
revenue. However, the assessment identifies areas where strategic investments are necessary,
particularly in research and development to enhance product features.

Using State Assessment for Strategy Development:

Prioritizing Feature Development: The product portfolio assessment indicates a need to prioritize
the development of Al-driven project insights to stay competitive.

Market Expansion Strategy: Given the untapped market segment in the creative and design sector,
the organization could develop a targeted marketing strategy and product enhancements tailored
to meet the specific needs of this sector.

Technology Upgrades: Investments in the technological infrastructure, including scalability
improvements and the integration of emerging technologies, become a priority to support future
growth.

Customer Diversification: To diversify the customer base, the organization could implement
targeted sales and marketing efforts aimed at larger enterprises. Additionally, exploring global
markets could contribute to a more diverse customer portfolio.

Team Training Initiatives: Based on the competencies assessment, initiating training programs for
the development team to acquire Al expertise ensures alignment with the product roadmap.
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e Strategic Financial Investments: Financial health assessment guides strategic investment
decisions, directing funds towards R&D initiatives, marketing campaigns for market expansion, and
team training programs.

In summary, the state assessment in a SaaS organization involves a comprehensive analysis of various
components that collectively define the organization's current condition. This assessment informs the
development of strategic initiatives, ensuring that strategies are aligned with the organization's
strengths, weaknesses, opportunities, and threats. The example illustrates how a state assessment can
guide decision-making and prioritize actions for a SaaS organization in the project management space.

4.8.4 Execution

In the context of a Saa$S organization, "execution" refers to the effective implementation of the devised
strategy based on the current state of the organization and its alignment with the envisioned vision.
Execution involves translating strategic plans into tangible actions and outcomes, ensuring that the
organization moves progressively toward its goals.

Successful execution in a SaaS organization requires coordination across various components, each
contributing to the realization of the strategic vision. As the organisation gains in dynamic capabilities,
the ability to execute changes and this needs to be dynamically reflected in the strategy.

Components of Execution in a SaaS Organization:

e Operational Implementation: Operational execution involves putting the strategic plan into
action. This includes the implementation of new features, improvements to existing products, and
any changes to operational processes. Assessing operational execution involves evaluating the
efficiency and effectiveness of these implementations.

e Agile Development and Iteration: In a dynamic SaaS landscape, execution often involves agile
development methodologies. This component assesses the organization's ability to adapt quickly
to changes, iterate on products, and respond to user feedback. Agile execution ensures that the
organization remains responsive to evolving market demands.

e Cross-Functional Collaboration: Execution requires collaboration across various functions,
including product development, marketing, sales, and customer support. Assessing cross-
functional collaboration involves evaluating communication channels, the integration of feedback
loops, and the efficiency of information flow across teams.

e Resource Allocation: Efficient resource allocation is crucial for successful execution. This involves
assessing how human, financial, and technological resources are allocated to different strategic
initiatives. Proper resource allocation ensures that each component of the strategy receives the
necessary support.

e Customer Adoption and Satisfaction: Execution success is often measured by customer adoption
and satisfaction. This component assesses how well the executed strategy resonates with the
target audience. It involves tracking customer adoption rates, user engagement, and satisfaction
levels through various metrics and feedback mechanisms.

Example of Execution Assessment: Consider the hypothetical SaaS organization in the project
management space with the strategic goals outlined in the previous example:

e Operational Implementation: The organization initiated the development of Al-driven project
insights, adding predictive capabilities to its project management platform. An execution
assessment involves evaluating the successful implementation of these features, considering
factors such as functionality, performance, and user experience.
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o Agile Development and Iteration: To adapt to evolving market demands, the organization adopted
agile development practices. The execution assessment involves examining the frequency of
product releases, the organization's ability to respond to user feedback, and the iterative nature
of product enhancements.

e Cross-Functional Collaboration: The organization implemented regular cross-functional team
meetings and feedback sessions. The execution assessment involves evaluating the effectiveness
of communication channels, collaboration between product and marketing teams for feature
launches, and the integration of customer support feedback into product development.

e Resource Allocation: The execution assessment examines how resources were allocated to
different strategic initiatives. This includes evaluating whether sufficient resources were allocated
to Al development, market expansion efforts, and customer engagement strategies.

e Customer Adoption and Satisfaction: To measure the success of execution, the organization tracks
key performance indicators (KPIs) such as user adoption rates, customer satisfaction scores, and
feedback from users regarding the new Al-driven project insights.

Using Execution Assessment for Strategy Refinement:

e Operational Adjustments: If the execution assessment reveals challenges in implementing Al-
driven features, the organization may need to make operational adjustments, such as additional
training for the development team or recalibration of project timelines.

e Agile Adaptations: Based on the assessment of agile development, the organization may refine its
approach to respond more effectively to emerging market trends. This could involve increasing the
frequency of iterations or enhancing feedback mechanisms.

e Enhanced Collaboration Practices: If cross-functional collaboration is identified as a strength, the
organization may consider enhancing these practices further. This could involve exploring
innovative ways to foster collaboration, such as cross-functional workshops or joint planning
sessions.

e Optimized Resource Allocation: The assessment may reveal opportunities to optimize resource
allocation. For instance, if a particular strategic initiative is yielding high returns, the organization
may consider reallocating resources to amplify its impact.

e Continuous Customer Engagement: The execution assessment guides the organization in refining
customer engagement strategies. If customer adoption and satisfaction are below expectations,
the organization may invest in additional training for customer support teams or introduce
targeted marketing campaigns.

In summary, execution in the context of a SaaS organization involves the effective implementation of
the devised strategy, considering the current state of the organization and its alignment with the
envisioned vision. Key components of execution include operational implementation, agile
development, cross-functional collaboration, resource allocation, and customer adoption and
satisfaction. An execution assessment provides valuable insights into the success of the implemented
strategy and guides refinements for ongoing improvement. The example illustrates how an
organization can use execution assessment findings to make informed adjustments and enhance its
overall strategic approach in the competitive SaaS landscape.

4.8.5 Alignment

In the context of a SaaS organization, "alignment" is the critical role that dynamically ties together the
elements of strategy, state, and execution in the pursuit of the organizational vision. It involves
ensuring that the strategic direction is well-integrated with the current state of the organization and
effectively executed to propel the organization toward its envisioned future.
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Alignment plays a central role in exploiting opportunities, managing risks, and respecting constraints
to achieve a cohesive and successful SaaS strategy. The role is particularly challenging because all the
other elements which the alignment role needs to tie together are in a constant state of flux, which is
compounded by the dynamism in the marketplace, the technology space, and the business
environment.

Components of Alignment in a SaaS Organization:

e Vision and Strategy Integration: The alignment process begins with integrating the organizational
vision seamlessly into the overall strategy. This component involves ensuring that every strategic
initiative is directly contributing to the realization of the envisioned future.

e State Assessment for Strategic Fit: Alignment involves assessing the current state of the
organization to determine its strategic fit. This component ensures that the organization's
strengths are leveraged, weaknesses are addressed, and opportunities are capitalized upon in
alignment with the strategic goals.

e Continuous Monitoring and Adjustment: Alignment is an ongoing process that requires
continuous monitoring of the external environment and internal dynamics. This component
involves regularly reassessing the strategic landscape, adapting to changes, and making
adjustments to the strategy to stay in alignment with the organizational vision.

e Risk Management and Mitigation: As opportunities are exploited, alignment also entails
recognizing and managing risks. This involves a proactive approach to identify potential pitfalls,
assessing their impact on the strategy, and implementing mitigation measures to ensure that the
organization stays on course.

e Resource Optimization: Efficient resource allocation is a critical aspect of alignment. This involves
optimizing human, financial, and technological resources to support the strategy's execution.
Resource allocation should align with the prioritized strategic initiatives.

Example of Alignment Role in Action: Consider the hypothetical SaaS organization in the project
management space, with a strategic goal to enhance its CRM platform with Al-driven capabilities:

e Vision and Strategy Integration: The alignment role ensures that the vision of becoming a top
choice for businesses seeking an Al-driven CRM solution is fully integrated into the overall strategy.
This involves clearly defining how each strategic initiative contributes to achieving this vision.

e State Assessment for Strategic Fit: The alignment process involves assessing the organization's
current capabilities in Al development, market positioning, and customer base. This assessment
ensures that the strategy to enhance the CRM platform aligns with the organization's strengths
and addresses any weaknesses.

e Continuous Monitoring and Adjustment: The alighment role requires continuous monitoring of
the Al technology landscape, competitor moves, and customer preferences. If there are shifts in
the market or technological advancements, the alignment role ensures that the strategy is
adjusted promptly to stay in line with the vision.

e Risk Management and Mitigation: Recognizing the risks associated with Al development, such as
technical challenges or potential resistance from existing customers, the alignment role actively
manages these risks. Mitigation measures could include investing in comprehensive customer
education programs and conducting thorough testing of Al features.

e Resource Optimization: The alignment role optimizes resources by allocating a dedicated team for
Al development, ensuring they have the necessary training and tools. This includes a balance
between investing in the development team's capabilities and allocating resources for marketing
and customer support to promote and explain the new features.
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Using Alignment for Strategic Success:

Adaptation to Emerging Technologies: The alignment role ensures that the organization is agile in
adapting to emerging Al technologies. If a new Al framework becomes available, the alignment
process guides the organization in assessing its potential benefits and risks, adjusting the strategy
accordingly.

Market Expansion Considerations: As the organization explores market expansion, the alignment
role considers factors such as cultural nuances and regulatory differences. This ensures that the
strategy aligns with the vision while respecting constraints and mitigating potential risks in new
markets.

User-Centric Alignment: The alignment role places a strong emphasis on user feedback. If users
express preferences for specific Al features, the organization adjusts the strategy to align with
these user-centric insights, fostering a more responsive and customer-focused approach.

Alignment with Ethical Standards: As Al development may raise ethical considerations, the
alignment role ensures that the strategy aligns with ethical standards. This involves incorporating
ethical guidelines into the Al development process and considering societal implications.

In summary, alignment in the context of a SaaS organization is the pivotal role that dynamically ties
together strategy, state, and execution in the pursuit of the organizational vision. It involves integrating
the vision into the strategy, assessing the organizational state for strategic fit, continuously monitoring,
and adjusting, managing risks, and optimizing resources. The example illustrates how the alignment
role ensures that the organization's strategic initiatives are in harmony with its vision, maximizing
opportunities, and navigating challenges in the competitive Saa$S landscape.

Shift Thought Page 66 of 90



The Road to SaaS Raju Oak

5 Implications of Transition

The transition to Saa$S has significant implications for the organisation. We first explore the
implications in the areas of Architecture (including product, software, services, and organisation). We
then explore the implication in terms of organisation processes and product lifecycles. The
capabilities and resources, both functional and dynamic that are required in SaaS tend to be
significantly different and we then explore these.

5.1 Architectures
The transition SaaS has profound implications on various architectural aspects, including product,
software, services, and organizational structures. Let us delve into each of these dimensions:

5.1.1 Product Architecture

Traditional Product vs. SaaS Product: Traditional products are often designed as standalone
entities installed on user machines. In contrast, SaaS products are architected as multi-tenant
applications, serving multiple users from a shared infrastructure.

Scalability and Customization: SaaS product architecture must accommodate scalability for
serving a large number of users concurrently. Customization features are often designed to meet
the diverse needs of different subscribers without compromising the shared infrastructure.

5.1.2 Software Architecture

Monolithic vs. Microservices: Traditional software architecture is often monolithic, where all
components are tightly integrated. SaaS often adopts a microservices architecture, enabling
modular development, deployment, and scalability.

API-First Approach: SaaS architectures prioritize an API-first approach to facilitate integrations
with other services and applications. Well-defined APIs enable interoperability and data exchange
between different systems.

5.1.3 Services Architecture

Cloud-Based Infrastructure: SaaS relies on cloud-based infrastructure to deliver services. This
move to the cloud enables flexibility, scalability, and accessibility, as opposed to traditional services
hosted on-premises.

Service-Oriented Architecture (SOA): SaaS often embraces SOA principles, breaking down
functionalities into modular services that can be independently developed, deployed, and scaled.
This fosters agility and easier maintenance.

5.1.4 Organizational Architecture

Cross-Functional Teams: SaaS transitions often require a shift to cross-functional teams.
Traditional organizational structures may be siloed, but SaaS success demands collaboration
among product, development, operations, and customer support teams.

DevOps Practices: SaaS architectures align with DevOps practices, emphasizing collaboration
between development and operations. Continuous integration, continuous delivery (CI/CD), and
automated deployment become integral to the organizational workflow.

5.1.5 Overall Implications

Subscription-Based Model: Saa$S transitions often mean adopting a subscription-based business
model. This shift requires changes not only in how the product is delivered but also in how revenue
is generated and sustained.
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e Continuous Updates and Maintenance: SaaS products are continuously updated without user
intervention. This demands a robust software maintenance strategy and careful consideration of
backward compatibility to ensure a seamless user experience.

e Data Security and Privacy: SaaS architectures must prioritize data security and privacy. Since data
is often stored in the cloud, stringent security measures, encryption, and compliance with
regulations become critical aspects of the architecture.

e User Experience and Accessibility: Accessibility is a key consideration in SaaS architectures.
Applications must be designed to be accessed from various devices and locations. User experience
becomes paramount, with responsive design and intuitive interfaces.

e Multi-Tenancy Considerations: Multi-tenancy is a defining feature of SaaS. Architectures must be
designed to support multiple users (tenants) sharing the same infrastructure while maintaining
data isolation and ensuring optimal performance.

o Cost Considerations: SaaS transitions often change cost structures, moving from large upfront
capital expenses to ongoing operational expenses. This shift requires organizations to carefully
manage costs associated with cloud infrastructure, scalability, and user support.

e Vendor Relationships: Saa$S transitions often involve engaging with third-party vendors for cloud
services, tools, or integrations. Managing vendor relationships, service-level agreements (SLAs),
and dependencies becomes crucial.

e Adaptability and Agility: SaaS architectures prioritize adaptability and agility. The ability to quickly
respond to user feedback, market changes, and emerging technologies is a hallmark of successful
Saa$ organizations.

In summary, transitioning to SaaS necessitates a holistic revaluation of architectural choices across
product, software, services, and organizational dimensions. Flexibility, scalability, security, and user
experience are central considerations, and the shift often requires a cultural change within
organizations to embrace the principles of continuous improvement and customer-centricity.

5.2 Processes and the product lifecycle

The Saas lifecycle consists of several stages, from the initial development of the software to its ongoing
maintenance and support. Here are the typical lifecycle stages in SaaS:

Stage Objective Activities

Conceptualization and  Define the purpose, target Market research, identifying user

Planning audience, and goals of the SaaS needs, and planning the overall
application. strategy.

Design Create the architecture, user Wireframing, prototyping, and

interface, and functionality of the defining technical specifications.
Saas application.

Development Build the actual software based Coding, testing, and integration of
on the design specifications. features.

Testing Ensure the SaaS application is Unit testing, integration testing, and
free of bugs and meets quality user acceptance testing.
standards.

Deployment Make the Saa$ application Roll out the software to production
available for users. servers, configure settings, and

launch the application.
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Stage

Adoption and Growth

Scaling

Maintenance and

Updates

Customer Support

Data Security and

Compliance

Renewal and

Expansion

End-of-Life (EOL) or
Decommissioning

Objective

Attract users and build a user
base.

Expand the infrastructure to
handle increased demand.

Ensure the ongoing functionality
and security of the Saa$S
application.

Provide assistance to users and
address their concerns.

Ensure the security and
compliance of user data.

Encourage existing users to
renew subscriptions and explore
opportunities for expansion.

Retire the SaaS application or

transition users to a new version.

Activities
Marketing, user onboarding, and
monitoring user engagement.

Optimizing performance, adding
server capacity, and scaling
resources.

Regular updates, patches, bug fixes,
and addressing security
vulnerabilities.

Helpdesk support, responding to
user inquiries, and resolving issues.

Implementing security measures,
conducting regular audits, and
adhering to industry regulations.

Renewal campaigns, upselling
additional features, and expanding
services.

Communicating the EOL to users,
providing migration paths, and
archiving data.

The SaaS lifecycle is iterative, with continuous feedback from users and stakeholders influencing
updates and improvements. This cyclical nature allows SaaS providers to adapt to changing user needs
and technology advancements.

5.3 Capabilities and Resources

Differentiating between a Saa$S (Software as a Service) organization and a legacy product organization
involves considering the distinct dynamic and functional capabilities and resources that each type of
organization needs to develop. Let us explore these differences

SaaS Organization

Legacy Product Organization

Dynamic
Capabilities

Agility and Speed to Market: SaaS
organizations must have the ability to
respond rapidly to market changes, user
feedback, and evolving technological
landscapes. Continuous delivery and
agile development methodologies are
often ingrained in their processes.

Continuous Innovation: Emphasis on
continuous innovation is crucial. SaaS
organizations need to evolve their
products regularly, introducing new
features and functionalities to stay
competitive and meet user demands.

Stability and Reliability: Legacy
product organizations often prioritize
stability and reliability. The focus is on
delivering products that are well-
established and have a track record of
consistent performance.

Long Product Development Cycles:
Development cycles in legacy product
organizations tend to be longer. The
emphasis is on thoroughly testing and
refining products before releasing
major updates.
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Saa$ Organization

Legacy Product Organization

Scalability: The ability to scale rapidly is
a dynamic capability inherent to Saas.
As the user base grows, a SaaS
organization needs to seamlessly
expand its infrastructure and services to
support increased demand.

Data-Driven Decision-Making: Saa$S
organizations heavily rely on data
analytics to inform decision-making.
Understanding user behaviour,
monitoring product performance, and
extracting actionable insights are vital
for strategic planning.

User-Centric Design Thinking:
Constantly adopting a user-centric
approach to design is critical. SaaS
organizations prioritize user experience,
conducting regular user testing, and
iterating based on user feedback.

Incremental Innovation: While
innovation is still important, it may be
more incremental in nature. Legacy
product organizations may not need to
introduce frequent and substantial
changes to maintain competitiveness.

Predictable Operations: Operations
are often more predictable, with well-
defined processes for product releases
and maintenance. The emphasis is on
minimizing disruptions and ensuring a
stable user experience.

Traditional Marketing Approaches:
Legacy product organizations may rely
on more traditional marketing
approaches, emphasizing the
reputation and reliability of their
established products.

Functional
Capabilities
and
Resources

Cloud Infrastructure Expertise:
Proficiency in managing and optimizing
cloud infrastructure is essential. SaaS
organizations often leverage services
like AWS, Azure, or Google Cloud for
scalable and flexible computing
resources.

API Development and Integration:
Building robust APIs (Application
Programming Interfaces) is crucial for
interoperability and integration with
other services. Saa$S organizations often
provide APIs to enable third-party
integrations.

Subscription Billing Systems: Saa$S
organizations need efficient subscription
billing systems to manage recurring
revenue models. This includes
capabilities for subscription upgrades,
downgrades, and billing flexibility.

Security and Compliance Expertise:
Given the cloud-centric nature of SaaS,
expertise in security and compliance is
paramount. Saa$S organizations must
implement robust security measures to
protect user data.

On-Premises Deployment Knowledge:
Legacy product organizations may still
maintain expertise in on-premises
deployment, catering to clients who
prefer or require locally hosted
solutions.

Traditional Licensing Models:
Knowledge of traditional software
licensing models is important. Legacy
product organizations may still engage
in one-time licensing or perpetual
licensing arrangements.

Product Maintenance and Patching:
Legacy product organizations need
strong capabilities in product
maintenance, ensuring that patches
and updates are delivered efficiently
to address any issues or
vulnerabilities.

Established Distribution Channels:
Well-established distribution channels,
including physical distribution in some
cases, may be more relevant for legacy
product organizations compared to the
digital-first distribution models of
Saas.
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Saa$ Organization

Legacy Product Organization

Customer Support and Success Teams:
Saa$ organizations typically invest
heavily in customer support and success
teams. Providing excellent customer
service and ensuring user satisfaction
are key to subscription renewals.

Hardware Compatibility
Considerations: Depending on the
nature of their products, legacy
organizations may need to consider
hardware compatibility and
dependencies.

In summary, SaaS organizations thrive on agility, innovation, and scalability in the dynamic digital
landscape, whereas legacy product organizations focus on stability, reliability, and maintaining
established products with longer development cycles. The functional capabilities and resources reflect
the specific demands of each business model, with SaaS emphasizing cloud-centric technologies and
subscription-based services and legacy product organizations maintaining expertise in traditional
deployment and licensing models.
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6 Service as a Software

We have so far considered how software can be deployed as a service using SaaS. But can services —
specifically professional services which are knowledge based - be deployed as software? This chapter
discusses professional services and their characteristics. It then contrasts these to software and
identifies the overlaps. It discusses the implications of business environment dynamism on both,
Saa$, and professional services. It examines the characteristics of SaaS when applied to professional
services and distinguishes professional services from SaaS. Finally it identifies professional services
elements that can be delivered through software.

6.1 Professional Services

In the context of professional services, the term "service" refers to specialized, knowledge-based
activities performed by professionals or experts to help clients address specific needs, challenges, or
objectives. Professional services are typically delivered by individuals or firms with expertise in a
particular field, and they go beyond the tangible delivery of goods to provide intellectual or advisory
support.

Key characteristics of professional services include:

Expertise: Professional services involve the application of specialized knowledge, skills, and expertise
in a specific domain. Professionals often have advanced education, training, and experience in their
respective fields.

Customization: Services are often tailored to the unique needs and requirements of each client.
Professionals work closely with clients to understand their challenges and provide customized
solutions.

Intangibility: Unlike tangible products, professional services are intangible and involve the delivery of
knowledge, advice, or skills. The value is often derived from the expertise and intellectual capabilities
of the service provider.

Consultative Approach: Professionals typically engage in a consultative process, working
collaboratively with clients to analyse issues, identify opportunities, and develop strategies or
solutions.

Client Interaction: The delivery of professional services often involves direct interaction with clients.
This can include consultations, meetings, presentations, and ongoing communication to ensure the
successful implementation of solutions.

Examples of professional services include legal services, accounting and auditing, management
consulting, marketing consulting, information technology consulting, engineering services, and various
advisory roles. Professional service providers are commonly governed by ethical standards, codes of
conduct, and industry regulations to ensure the quality and integrity of their services.

In summary, in the context of professional services, the term "service" refers to the application of
specialized knowledge and expertise to meet the unique needs of clients through advisory,
consultative, or problem-solving activities.
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6.2 Contrast to Software

Professional services and software are distinct entities in the realm of business and technology, but
they play complementary roles. Here is a comparison and contrast between the two:

Element

Definition

Intangibility

Nature of
Delivery

Customization

Expertise

Lifecycle

Nature of
Output

Client
Interaction

Development
Process

Professional Services

Nature: Intangible, knowledge-based
activities provided by experts or
professionals in a specific field.

Examples: Legal services, accounting,
management consulting, engineering
services, marketing consulting.
Delivery: Direct interaction with clients,
often involves consultations, advisory
services, and customized solutions.

Customization: Tailored to the unique
needs of each client.

Expertise: Relies on the specialized
knowledge and skills of professionals.

Ethical Standards: Governed by ethical
standards and codes of conduct within
specific industries.

Intangible and based on the expertise
of professionals.

Direct interaction, often face-to-face.

Highly customized to individual client
needs.

Relies on the expertise of professionals
in various domains.

Involves client engagement, analysis,
solution development, and ongoing
support.

Output is often advice, strategies, or
solutions

Requires continuous client interaction

Relies on the expertise of professionals
in client interactions.

Software

Nature: Set of instructions,
programs, and data that tell a
computer's hardware how to
perform tasks.

Examples: Applications, operating
systems, databases.

Delivery: Typically delivered
electronically, installed on hardware,
or accessed via the internet (SaaS).

Customization: Can be tailored to
user preferences but often follows a
standardized design.

Development: Created by software
developers and engineers.

Lifecycle: Involves design,
development, testing, deployment,
and maintenance phases.

Intangible but involves the creation
of tangible products (code,
applications).

Electronic delivery, can be installed

or accessed remotely.

Customizable but often follows a
standardized design.

Developed by software engineers
and developers with technical
expertise.

Follows a development lifecycle from
design to maintenance.

Output is a product that performs
specific functions or tasks.

Interaction is primarily during
development, with ongoing support

Involves coding, testing, and iterative
development processes.

In summary, while professional services and software differ in their nature, delivery, and output, they
often complement each other to meet the diverse needs of businesses and individuals. Professional
services provide tailored expertise, while software delivers standardized or customizable solutions to
support various processes and tasks.
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6.3 Overlap with Software

The overlap between software and professional services occurs in scenarios where software solutions
are developed, customized, implemented, and supported by professionals to meet the specific needs
of clients. Here are areas where these two domains intersect:

Custom Software Development: Professionals in the software development field provide custom
solutions tailored to the specific requirements of clients. This involves understanding the client's
needs, designing software, and delivering a product that addresses their unique challenges.

Implementation and Integration Services: Professional services may involve the implementation and
integration of software solutions into a client's existing systems. This ensures seamless adoption and
functionality within the client's operational environment.

Consultation on Software Selection: Professionals, such as consultants or technology advisors, may
provide services to help clients choose the right off-the-shelf software or SaaS solutions that align with
their business goals and requirements.

Training and Support: Professional services extend to training clients on how to use and maintain
software effectively. Additionally, support services may involve troubleshooting issues, updates, and
ensuring the ongoing functionality of the software.

Project Management: Professionals may offer project management services for software
development or implementation projects. This involves overseeing timelines, budgets, and resources
to ensure successful project completion.

Data and System Analysis: Professionals may analyse data and system requirements to inform the
development or customization of software solutions. This involves understanding the client's business
processes and translating them into technical specifications.

Managed IT Services: Professional services in the IT domain may include the management and
maintenance of software systems. This can involve tasks such as monitoring performance, applying
updates, and ensuring the security of software applications.

Business Process Optimization: Professionals may work with clients to optimize their business
processes through the use of software solutions. This involves identifying areas for improvement,
selecting, or developing appropriate software, and implementing changes to enhance efficiency.

In essence, the overlap between software and professional services arises when professionals play a
crucial role in the design, development, implementation, and support of software solutions. This
collaboration ensures that software is not only technologically sound but also aligned with the specific
needs and goals of the clients.

6.4 Implications of Business Environment Dynamism

Let us explore the implications for SaaS and Professional Services for each key characteristic of a
dynamic business environment:

Key Characteristic Implications for SaaS Implications for Professional
Services

Rapid Technological Need for constant updates and Requirement to stay abreast of

Advancements innovations to incorporate new industry-specific technologies.

technologies.

Globalization Demand for multi-language Opportunities to serve a diverse
support, compliance with clientele; need for global market
international regulations. knowledge.
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Key Characteristic

Market Volatility

Customer
Expectations and
Behaviour

Regulatory Changes

Competitive Pressure

Digital
Transformation

Shortened Product
Lifecycles

Data Deluge

Talent Mobility and
Diversity

Environmental and
Social Responsibility

Economic
Uncertainty

Agile Business
Models

Supply Chain
Disruptions

Cybersecurity Risks

Social and Cultural
Changes

Implications for SaaS

Necessity for flexible pricing
models, rapid adaptation to
market changes.

Continuous improvement of user
experience based on changing
customer preferences.

Ensuring compliance with varying
regulations across different
regions.

Constant innovation to stay ahead
of competitors, differentiation
through features.

Embracing digital advancements
for enhanced features and
capabilities.

Quick development and release
cycles, ability to pivot rapidly.

Effective data management,
analytics, and utilization for
improved services.

Utilizing talent globally, fostering
diversity and inclusion in
development teams.

Incorporating sustainability
features, addressing ethical
concerns.

Flexible pricing structures, cost
optimization strategies.

Ability to adapt service offerings,
scalable solutions.

Ensuring resilience in service
delivery, contingency planning.

Robust security measures,
continuous monitoring, and
response plans.

Adapting features and messaging
to cultural shifts.

Implications for Professional
Services

Agility in responding to changing
client demands, potentially
redefining service offerings.

Personalization of services to align
with evolving client expectations.

Ongoing monitoring and adaptation
to changes in industry regulations.

Focus on unique value propositions,
specialization to stand out in the
market.

Adoption of digital tools for
improved service delivery, staying
technologically current.

Rapid adaptation to changing client
needs, efficient project
management.

Leveraging data insights for
informed decision-making, client-
specific strategies.

Attracting and managing diverse
talent, providing cross-cultural
insights in services.

Integrating sustainable practices,
aligning services with corporate
social responsibility.

Providing value-driven services,
cost-effective solutions in uncertain
economic conditions.

Developing flexible service models,
agile project management practices.

Managing client expectations during
disruptions, diversifying service
dependencies.

Prioritizing client data security,
implementing rigorous cybersecurity
measures.

Aligning services with evolving
societal norms, understanding
cultural contexts.
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Key Characteristic

Evolving Workforce
Expectations

Continuous
Innovation

Adaptive Leadership

Ecosystem
Collaboration

Implications for SaaS

Remote collaboration tools,
flexible work arrangements.

Cultivating a culture of innovation
within the organization.

Leadership that embraces change,
guides the organization through
transformations.

Establishing partnerships and
integrations for expanded
offerings.

Implications for Professional
Services

Addressing employee expectations
for work-life balance, professional
development opportunities.

Encouraging innovative approaches
to service delivery, adapting to
industry trends.

Leadership that can navigate
uncertainty, inspire change, and
guide teams effectively.

Collaborating with partners for
comprehensive service solutions,
building strategic alliances.

It is important to note that these implications are general considerations, and the specific impact on
SaaS and Professional Services may vary based on industry, business model, and other contextual
factors. Organizations in both sectors need to strategically address these implications to thrive in a

dynamic business environment.

6.5 SaaS Characteristics as applied to Professional Services

Let us first list the key characteristics of Saa$S, and then explore how each characteristic can be applied
to and exploited by a professional services organisation:

Characteristic

Scalability: The ability to scale
resources up or down based
on demand.

Subscription-Based Billing:
Pricing model based on
recurring subscriptions.

Multi-Tenancy: Serving
multiple customers (tenants)
from a single instance.

Automatic Updates and
Maintenance: Provider-
managed updates and
maintenance

Accessibility: Access to the
software over the internet
from various devices

Application to Professional
Services Organization

Professional services can scale
resources (e.g., personnel,
tools) based on project
demand.

Service contracts and
subscriptions for ongoing
services.

Serving multiple clients from a
shared infrastructure.

Provider-managed updates for
tools and systems used in
services delivery.

Remote access to tools and
collaborative platforms over
the internet.

Exploitation

Efficiently manage varying
workloads, allocate resources
dynamically, and handle project
fluctuations.

Predictable revenue streams,
subscription-based client
engagements, and financial
planning.

Efficient resource utilization,
shared tools and platforms, and
cost-effectiveness.

Ensure clients benefit from the
latest tools and technologies
without interrupting service
delivery.

Facilitate remote work, enhance
collaboration among team
members, and provide client
accessibility.

Shift Thought

Page 76 of 90



The Road to SaaS

Raju Oak

Characteristic

Security: Implementation of
security measures to protect
user data

Integration Capabilities:
Support for integration with
other systems through APIs

Customization and Flexibility:

Configurable options to meet
different user needs

User-Friendly Interface:
Intuitive and easy-to-use
interface for end-users

Predictable Costs: Clear and
predictable pricing structure

Application to Professional
Services Organization

Implementation of security
measures to protect client and
project data.

Integration with various tools,
platforms, or client systems.

Tailoring services to meet
specific client needs and
preferences.

Intuitive interfaces for clients
and team members using
service platforms.

Transparent and predictable
pricing structures for services.

Exploitation

Establish robust data security
protocols, build client trust, and
comply with industry standards.

Streamline workflows, enhance
collaboration, and provide
seamless service delivery.

Offer personalized solutions,
adapt to client requirements,
and differentiate services.

Enhance user satisfaction,
improve collaboration, and
streamline service delivery
processes.

Enable clients to budget
effectively, build long-term

relationships, and enhance
financial planning.

In this context, professional services organizations can leverage SaaS-like characteristics to enhance
their operational efficiency, improve client satisfaction, and adapt to the dynamic nature of service
delivery.

6.6 Professional Services distinguished from Saa$S

Professional services encompass a range of industries and fields, and certain characteristics may be
unique to this sector, distinct from the key characteristics of SaaS. Here are some characteristics of
professional services that may not directly overlap with the SaaS characteristics:

Expertise and Specialization: Professional services often involve specialized knowledge and
expertise in a particular industry or domain, providing clients with tailored solutions based on this
specialized knowledge.

Consultative Approach: Professional services typically involve a consultative approach, where
service providers engage with clients to understand their unique challenges and provide
personalized advice or solutions.

Client-Facing Relationships: Building and maintaining strong client relationships is a critical aspect
of professional services, often involving regular communication, collaboration, and understanding
of client needs.

Project-Based Work: Many professional services are project-based, where work is organized into
distinct projects with specific objectives, timelines, and deliverables.

Client Confidentiality: Professional service providers often handle sensitive information, and
maintaining client confidentiality and data security is paramount.

Regulatory Compliance: Depending on the industry, professional services must adhere to specific
regulatory standards and compliance requirements relevant to their field of expertise.

Human Capital Intensity: Unlike SaaS, which is more technology-centric, professional services are
often characterized by a high reliance on human capital, with skilled professionals delivering
services.
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e Customized Service Agreements: Professional services engagements often involve creating
customized service agreements based on the specific needs and requirements of individual clients.

e Continuous Client Communication: Ongoing communication with clients is essential in
professional services to ensure alignment, provide updates, and address any evolving needs or
challenges.

e Project Management and Execution: Professional services require effective project management
to ensure the successful execution of projects, meeting deadlines, and delivering high-quality
outcomes.

e Legal and Contractual Considerations: Professional services engagements often involve complex
legal and contractual considerations, including the drafting and negotiation of contracts, service
level agreements, and other legal documents.

e Personalized Service Delivery: Unlike the standardized nature of many SaaS offerings, professional
services often involve tailoring services to the unique requirements and objectives of each client.

These characteristics highlight the human-centric, consultative, and project-oriented nature of
professional services, emphasizing the importance of specialized expertise, client relationships, and
effective project management in delivering value to clients. While SaaS and professional services can
complement each other, they operate in different spheres with unique attributes and considerations.

6.7 Professional Services delivered through Software

Several elements of professional services can be delivered through software, leveraging technology to
enhance efficiency, accessibility, and scalability. Here are some key elements:

e Consultation and Advisory Services: Virtual consultation platforms, online advisory services, and
decision-support systems can facilitate remote consultations, providing advice, and offering
recommendations.

o Document and Knowledge Management: Document management systems, knowledge bases,
and collaboration platforms enable professionals to organize, store, and share information
efficiently. This enhances collaboration and ensures access to relevant knowledge.

e Project Management: Project management software helps professionals plan, track, and manage
projects. It includes features such as task assignment, progress tracking, and communication tools
to streamline project workflows.

e Data Analysis and Reporting: Data analytics and reporting software enable professionals to
analyse large datasets, extract insights, and generate reports. This is valuable for fields such as
finance, marketing, and business consulting.

e Client Relationship Management (CRM): CRM software allows professionals to manage client
interactions, track communication, and streamline relationship-building processes. It aids in
understanding client needs and preferences.

o Legal Research and Case Management: Legal professionals can use legal research databases and
case management software to streamline legal research, document management, and case
tracking processes.

e Financial Planning and Analysis: Financial professionals utilize software for financial modelling,
budgeting, forecasting, and analysis. These tools enhance the accuracy and efficiency of financial
planning processes.

e Training and E-Learning: E-learning platforms and training management systems allow
professionals to deliver training programs, continuing education, and skill development courses to
clients or internal teams.
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e Collaborative Workspaces: Collaboration platforms and virtual workspaces facilitate teamwork
among professionals. They offer features like real-time document editing, communication
channels, and project collaboration.

e Customer Support and Ticketing Systems: Customer support professionals use ticketing systems
and helpdesk software to manage and resolve client issues efficiently. Automation features can
streamline support processes.

o Telehealth Services: In healthcare and related professions, telehealth platforms enable remote
consultations, virtual appointments, and health monitoring, providing services beyond traditional
in-person interactions.

e Human Resources and Talent Management: HR professionals utilize software for recruitment,
onboarding, performance management, and employee engagement. These tools enhance the
efficiency of HR processes.

The integration of software into professional services not only improves operational efficiency but also
allows for greater flexibility, accessibility, and the ability to scale services. It is important for
professionals to choose and implement software solutions that align with their specific needs and
industry requirements.

6.8 Challenges

Leveraging software to deliver elements of professional services is not without its challenges. These
challenges arise mainly in the differing nature of the two. To understand these we compare the
organisation structures and the culture and strategy of professional services organisations with those
of software product organisations.

6.8.1 Organisation Structure

Let us compare and contrast the functions of a professional services organization with that of a
software product organization:

Function

Leadership and
Management

Sales and Business
Development

Project Management

Client Services/Account
Management

Consulting/Service
Delivery

Human Resources (HR)

Professional Services
Organization

Focuses on project delivery and
client satisfaction.

Involves selling consulting and
service engagements.

Centrally important for delivering
client projects.

Builds and maintains
relationships with clients for
repeat business.

Delivers specialized expertise and
tailored solutions.

Recruits and manages a skilled
workforce for project delivery.

Software Product Organization

Emphasizes product development,
market strategy, and long-term
vision.

Focuses on selling software
licenses, subscriptions, and related
services.

Essential for developing and
releasing software products on
schedule.

Focuses on customer success,
support, and engagement post-
product sale.

Develops and refines software
products based on market needs
and trends.

Attracts, retains, and develops
talent for software development
and support.
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Function

Finance and Accounting

Legal and Compliance

Marketing and
Communications

Information Technology
(IT)

Quality
Assurance/Control

Research and
Development

Administration and
Operations

Professional Services
Organization

Manages project budgets and
financial aspects of service
delivery.

Ensures compliance with legal
standards and industry
regulations.

Promotes the organization's
expertise and consulting services.

Supports internal IT needs for
project delivery and
collaboration.

Ensures high-quality service
delivery through testing and
standards.

May involve research for industry
best practices and new
methodologies.

Manages day-to-day
administrative tasks for effective
service delivery.

Software Product Organization

Oversees revenue, expenses, and
financial health of the software
product.

Focuses on intellectual property,
licensing, and software
compliance.

Markets software products,
emphasizing features, benefits,
and use cases.

Focuses on software development,
testing, and maintenance
infrastructure.

Conducts rigorous testing to
ensure software product quality
and reliability.

Engages in ongoing R&D for
software innovation and product
enhancement.

Oversees operational processes
for software development and
product release.

This table highlights the distinctions between the functions of professional services organizations and
software product organizations. While there is some overlap, the emphasis and goals differ, with
professional services organizations focusing on delivering tailored solutions to clients, and software
product organizations concentrating on developing, marketing, and supporting software products for
a broader market.

Let us explore the role of various functions in each stage of the simplified SaaS lifecycle - Introduction,

Growth and Development, Maturity and Stability, and Decline and Renewal:

Function Introduction Growth and Maturity and Decline and
Development Stability Renewal
Leadership and Establish Scale operations  Optimize Evaluate the
Management strategic to meet growing  efficiency and need for product
direction and demand. maintain stable renewal or
launch Saa$ operations. discontinuation.
offering.

Sales and Business
Development

Focus on early
adopters and

Expand market
reach, acquire

Sustain customer
relationships and

Assess market
changes and

building initial new customers explore upselling. consider product
clientele. aggressively. reinvention.
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Function

Project
Management

Client
Services/Account
Management

Consulting/Service
Delivery

Human Resources
(HR)

Finance and
Accounting

Legal and
Compliance

Marketing and
Communications

Information
Technology (IT)

Quality
Assurance/Control

Introduction

Plan and
execute the
initial release of
the SaaS
product.

Ensure early
adopter
satisfaction and
gather
feedback.

Deliver

personalized
solutions to
early clients.

Build a team
with diverse
skills for initial
development.

Manage initial
investment and
project
budgets.

Establish legal
frameworks for
contracts and
compliance.

Create
awareness and
generate
interest in the
new Saas.

Set up initial IT
infrastructure
for product
development.

Focus on testing
and ensuring
the reliability of
the new
product.

Growth and
Development

Manage multiple
projects to
accommodate
growth.

Provide ongoing
support and
maintain client
relationships.

Scale service
delivery to
accommodate
growing
demand.

Recruit and train
talent to support
growing
operations.

Budget for
expansion and
track financial
performance.

Address legal
considerations
related to
growth.

Expand
marketing
efforts to reach a
broader
audience.

Scale IT
infrastructure to
support growing
user base.

Implement
rigorous testing
to maintain
product quality.

Maturity and
Stability

Streamline
processes for
stable product
delivery.

Focus on
customer success
and retention.

Standardize and
optimize service
delivery
processes.

Retain and
develop key
personnel for
stability.

Monitor costs
and ensure
financial stability.

Ensure ongoing
compliance and
risk
management.

Maintain brand
consistency and
customer

communication.

Ensure the
stability and
security of IT
systems.

Establish quality
control measures
for ongoing
stability.

Decline and
Renewal

Consider
sunsetting or
revamping
outdated
features.

Manage client
transitions and
communicate
changes.

Consider offering
consulting
services for
product
transitions.

Address
workforce
changes due to
product shifts.

Evaluate financial
implications of
renewal
strategies.

Navigate legal
issues associated
with product
changes.

Communicate
changes
effectively during
product renewal.

Evaluate IT
systems for
potential
upgrades or
changes.

Conduct
thorough testing
during product
renewal phases.
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Function

Research and
Development

Administration and

Operations

Introduction

Conduct
research for
initial product
innovation.

Manage
administrative
tasks for the
launch of the
Saas.

Growth and
Development

Invest in ongoing

R&D for feature
enhancements.

Streamline
operational
processes to
support growth.

Maturity and
Stability

Balance
innovation with
maintenance for
stability.

Ensure efficient
day-to-day
operations for
stability.

Decline and
Renewal

Research new
technologies and
features for
product renewal.

Reevaluate
administrative
processes during
renewal phases.

This table illustrates how each organizational function plays a distinct role across different stages of
the Saas lifecycle, reflecting the dynamic nature of managing a SaaS product from introduction to
potential decline and renewal.

6.8.2 Culture and Strategy

Let us explore the implications on culture and strategy in professional services organizations leveraging
Saa$ across each stage of the SaaS lifecycle. The journey involves evolving from an innovative and
adaptive culture during introduction to a culture of operational excellence in maturity. Strategies need
to align with the specific challenges and opportunities associated with each stage, with a keen focus

on user satisfaction, integration, efficiency, and future proofing.

Aspect Introduction
Culture Innovation
Implications Embrace: Cultivate

a culture that values
experimentation
and innovative
thinking to adapt to
the new Saa$

model.

Growth and
Development

Adaptability:
Foster a culture of
adaptability and
continuous
learning as the
organization scales
with the growing
Saa$S ecosystem.

Maturity and
Stability

Operational
Excellence: Shift
towards a
culture of
operational
excellence,
focusing on
efficiency and
delivering
consistent
service using
mature Saa$S
tools.

Decline and
Renewal

Transformation
Resilience:
Encourage a
culture that
embraces change
and
transformation,
preparing for
potential shifts in
technology or
market
preferences.
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Aspect Introduction Growth and Maturity and Decline and
Development Stability Renewal
Strategy Pilot Saa$ Scalability Optimization Evaluate and Pivot:
Implications Adoption: Planning: Develop and Efficiency: Strategically
Strategically pilot strategies for Strategize evaluate the
SaaS$ solutions to scaling SaaS usage around performance of
understand their fit to accommodate optimizing SaaS  SaaS tools and be
within the business growth. usage for prepared to pivot
professional Consider efficiency gains.  or transition to
services model. integrations and Evaluate the alternative
Prioritize user customizations to need for solutions based on
feedback for future  meet specific consolidating changing business
developments. service needs. tools and dynamics.
leveraging
advanced
features.
Key Focus User Adoption: Integration and Operational Future Proofing:
Areas Focus on user Customization: Efficiency: Focus on future-
adoption and Emphasize Concentrate on proofing strategies,
satisfaction during integration operational staying abreast of
the initial capabilities and efficiency, data emerging Saa$S
introduction, customization to security, and trends and
ensuring the align SaaS tools compliance as assessing their
workforce is with the unique SaaS tools potential impact on
comfortable with requirements of become professional
SaaSs tools. professional foundational for  services.
services. service delivery.
Challenges  Resistance to Integration Data Legacy System
to Address Change: Address Complexity: Governance: Transition: Address
resistance to Address challenges Address data challenges
change and related to the governance associated with

potential concerns
regarding data
security and
reliability associated
with new Saa$
tools.

complexity of
integrating
multiple Saa$
solutions and
ensuring seamless
workflows.

challenges and
ensure
compliance with
industry
regulations as
data becomes
more central to
operations.

transitioning away
from legacy
systems and the
potential impact on
existing service
delivery models.
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Aspect Introduction Growth and Maturity and Decline and
Development Stability Renewal
Strategic Training Programs: APl and Security Technology
Investments Invest in training Integration Measures: Invest Roadmap: Invest in
programs to upskill  Platforms: Invest in robust developing a
teams on new SaaS  in APl and cybersecurity flexible technology
tools and integration measures and roadmap that
methodologies. platforms to compliance accommodates
facilitate seamless  frameworks to changes in Saa$S
connectivity ensure the tools or providers
between SaaS security of client  based on evolving
tools and other data and needs.
systems. maintain trust.
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Several prominent contributors have driven the evolution of SaaS thinking. Such contributions come
from academia, business leaders and the business community, companies that have demonstrated
leadership in the SaaS space and others who have contributed to the literature in the SaaS space. This
chapter identifies some of the most prominent contributors and their contributions and provides

7 Contributors and References

references to their work where possible.

7.1 Academia

Key contributors from Academia include:

Name

Amin Vahdat

Armando Fox

Dan C. Marinescu
(University of Central
Florida)

David Culler

Dennis Gannon

Erik Brynjolfsson (MIT
Sloan School of
Management)

Farhad Daneshgar
(Loughborough
University)

Gohar F. Khan
(University of Paris
Dauphine)

Contribution

Known for work in distributed
systems, Vahdat's research has
implications for the scalability
and reliability of SaaS
applications.

A computer science professor,
Fox's work spans distributed
systems and software
engineering, with relevance to
Saas architectures.

Work on cloud computing
architectures, including
considerations for SaaS
deployment models.

A computer science professor,
Culler's work includes research
on distributed systems and
networking, relevant to SaaS
infrastructures.

Known for contributions to
distributed computing, Gannon's
work has implications for the
design and scalability of SaaS
applications.

Research on the economic impact
of IT, including studies related to
SaaS and productivity.

Research on cloud computing
adoption, including factors
influencing Saa$S adoption in
organizations.

Research on the adoption of
cloud computing, including Saas,
in small and medium-sized
enterprises (SMEs).

Key Reference

Vahdat, A., & Anderson, T. (2000).
"Floodless in Seattle: A scalable and
decentralized replication
infrastructure for the Internet."

Fox, A., & Patterson, D. (2003).
"Cluster-Based Scalable Network
Services."

Marinescu, D. C. (2013). "Cloud
Computing: Theory and Practice."

Culler, D. E., Abadi, D. J., DeWitt, D.
J., Madden, S. R., & Stonebraker, M.
(2009). "NoSQL evaluation: A use
case oriented survey."

Gannon, D. (2007). "Cloud
computing and future networks: A
contemporary look at future
networks."

Brynjolfsson, E., & McAfee, A.
(2014). "The Second Machine Age:
Work, Progress, and Prosperity in a
Time of Brilliant Technologies."

Daneshgar, F., & Mahrin, M. (2014).
"Determinants of Cloud Computing
Adoption in Organizations: An
Empirical Study."

Khan, G. F., & Khan, S. U. (2017).
"Predicting the Adoption of Cloud
Computing in SMEs: An Empirical
Evidence from Pakistan."
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Name

Irena Bojanova (NIST
and University of
Maryland University
College)

James Mitchell
(Western Sydney
University)

Jeffrey Ullman

Joe Weinman
(Columbia University)

Mendel Rosenblum

Michael Armbrust (UC
Berkeley)

Mohsen Amini Salehi
(University of Louisiana
at Lafayette)

Qing Yang (Montana
State University)

Rajkumar Buyya
(University of

Contribution

Work on cloud computing
standards, including
considerations for SaaS
interoperability.

Research on Saa$ adoption in
government organizations,
including the challenges and
opportunities.

A prominent computer scientist,
Ullman's work encompasses
database systems and distributed
computing, relevant to SaaS data
management.

Extensive work on cloud
economics, business models, and
the impact of cloud computing on
various industries.

Co-founder of VMware,
Rosenblum's work has
contributed to virtualization
technologies, a fundamental
aspect of many SaaS
infrastructures.

Co-author of the Apache Spark
paper, which has implications for
scalable data processing in SaaS
environments.

Research on cloud computing,
SaaS adoption, and security
considerations in SaasS.

Research on the optimization of
SaaS$ applications, including
performance considerations.

Pioneering work in the area of
cloud and utility computing,

Key Reference

Bojanova, I. (2014). "Introduction to
Cloud Computing."

Mitchell, J., & Walden, E. A. (2009).
"Public Administration in the Cloud:
Implications for Holding
Governments Accountable."

Ullman, J. D. (1988). "Principles of
Database and Knowledge-Base
Systems Vol. I."

Weinman, J. (2012). "Cloudonomics:
The Business Value of Cloud
Computing."

Rosenblum, M., & Garfinkel, T.
(2005). "Virtual Machine Monitors:
Current Technology and Future
Trends."

Zaharia, M., et al. (2010). "Spark:
Cluster Computing with Working
Sets."

Amini Salehi, M., & Maruping, L. M.
(2014). "A Configurational
Examination of the Antecedents
and Performance Consequences of
SaaS Adoption."

Yang, Q., & Gu, X. (2009).
"Optimizing SaaS Application
Performance with Data Caching."

Buyya, R., Yeo, C. S., & Venugopal, S.
(2008). "Market-Oriented Cloud

Melbourne) including studies on Saa$ Computing: Vision, Hype, and

resource management. Reality for Delivering IT Services as
Computing Utilities."

Randy Katz A distinguished professor, Katz's Katz, R. H., & Patterson, D. A.
work includes contributions to (2004). "A Conversation with Randy
distributed systems and H. Katz."
networked services, relevant to
the infrastructure of Saas.

Shift Thought Page 86 of 90



The Road to SaaS

Raju Oak

Name

Ron T. Azuma
(Intelligent Systems
Division, NASA Ames
Research Center)

San Murugesan
(Western Sydney
University)

Srinivas Padmanabhuni
(INT Hyderabad)

Subhajyoti
Bandyopadhyay
(University of Florida)

Suparna Goswami
(Indian Statistical
Institute)

Tarek S. Sobh
(University of
Bridgeport)

Thomas Davenport
(Babson College)

Tim Chou (Stanford
University)

Tomaz Klobucar
(University of
Ljubljana)

Contribution

Research on augmented reality
and its potential applications in
SaaS environments.

Extensive research on cloud
computing and Saas, including
studies on the environmental
impact.

Research on cloud-based
applications and services,
including SaaS models for
educational platforms.

Work on the security and privacy
aspects of cloud computing,
including SaaS models.

Research on cloud computing
security, including studies on
secure adoption of SaaS.

Research on cloud computing and
Saas, including considerations for
educational applications.

Extensive research on business
process innovation, including
studies on Saa$ and its impact on
organizational processes.

Work on the impact of cloud
computing on industry
transformation, including SaaS
models.

Research on the security and
privacy aspects of SaaS
applications, particularly in
healthcare.

7.2  Business Community

Key contributors from the business community include:

Name

Marc Benioff
(Salesforce)

Contribution

Marc Benioff co-founded Salesforce, one of
the pioneers in cloud-based CRM solutions.
He played a crucial role in popularizing the

SaaS model for enterprise software.

Salesforce's success transformed the CRM

industry, emphasizing the scalability and
accessibility of Saa$S solutions.

Key Reference

Azuma, R. T. (1997). "A Survey of
Augmented Reality."

Murugesan, S. (2008). "Harnessing
Green IT: Principles and Practices."

Padmanabhuni, S., &
Thirunavukarasu, V. (2013). "Cloud
Computing: Methodology, Systems,
and Applications."

Bandyopadhyay, S., & Sen, J. (2011).
"Security in the Cloud: A
Comprehensive Survey."

Goswami, S., & Varadharajan, V.
(2012). "A Framework for Cloud
Security Management."

Sobh, T. (2012). "Innovations and
Advances in Computing,
Informatics, Systems Sciences,
Networking and Engineering."

Davenport, T. H. (2013). "Process
Innovation: Reengineering Work
through Information Technology."

Chou, T. (2010). "Cloud: Seven Clear
Business Models."

Klobucar, T. (2017). "A Systematic
Review of Cloud Computing Security
Management."

Key Reference

Benioff, M., & Adler, C. (2009).
"Behind the Cloud: The Untold
Story of How Salesforce.com
Went from ldea to Billion-Dollar
Company-and Revolutionized an
Industry."
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Name

Werner Vogels
(Amazon Web
Services - AWS)

Jason Fried and
David
Heinemeier
Hansson
(Basecamp)

Mitchell
Hashimoto
(HashiCorp)

Aaron Levie
(Box)

Mark Templeton
(Citrix)

7.3 Companies

Contribution

As the CTO of Amazon.com and the chief
architect behind Amazon Web Services
(AWS), Werner Vogels has been
instrumental in shaping the cloud computing
landscape. AWS provides a wide range of
Saa$, Paas, and laaS services, becoming a
cornerstone for many Saa$ applications.

Co-founders of Basecamp, Fried and
Hansson are known for popularizing the
concept of "Ruby on Rails" and advocating
for a minimalist approach to project
management software. Basecamp's success
highlighted the efficiency and collaboration
benefits of Saa$ tools.

Mitchell Hashimoto is the founder of
HashiCorp, a company that provides
infrastructure automation software. Tools
like Terraform and Vagrant, developed by
HashiCorp, have become crucial for Saa$S
providers in managing and provisioning
infrastructure.

Aaron Levie co-founded Box, a cloud-based
platform for file storage and collaboration.
Box has been a pioneer in the SaaS content
management space, emphasizing secure and
scalable file-sharing solutions.

Mark Templeton, the former CEO of Citrix,
played a key role in the development of
Citrix Cloud, a platform offering various Saa$S
solutions. Citrix's contributions in
virtualization and remote access have
influenced the SaaS landscape.

Key companies in the SaaS space include:

Name

Salesforce

Amazon Web
Services (AWS)

Microsoft Azure

Contribution

Pioneered cloud-based CRM
software, setting the foundation for
SaaS adoption.

Revolutionized cloud infrastructure,
enabling scalable and flexible SaaS
solutions.

Microsoft's cloud platform
supporting a wide range of SaaS
applications.

Key Reference

Vogels, W. (2008). "Amazon
Web Services: A Historical
Overview."

Fried, J., & Hansson, D. H.
(2006). "Getting Real: The
Smarter, Faster, Easier Way to
Build a Successful Web
Application."

Hashimoto, M., & Henson, J.
(2017). "Terraform: Up &
Running: Writing Infrastructure
as Code."

Levie, A. (2013). "The Box IPO
and the Next Wave of
Enterprise Software."

Templeton, M., & Vaughan-
Nichols, S. J. (2018). "Citrix CEO
Mark Templeton leaves as the
company transitions to a
services model."

Key Reference
"Behind the Cloud" by Marc Benioff
and Carlye Adler.

"The Amazon Way" by John Rossman.

"Hit Refresh" by Satya Nadella.
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Name

Adobe Creative
Cloud

Google Workspace
(formerly G Suite)

Oracle Cloud

ServiceNow

Zendesk

Workday

HubSpot

Slack

Dropbox

Zoom

Atlassian (Jira,
Confluence)

Box

DocuSign

Twilio

Stripe

Shopify

Freshworks

Contribution

Transitioned creative software to a
subscription-based model,
transforming the industry.

Cloud-based collaboration tools,
redefining how teams work together.

Comprehensive cloud solutions,
including databases and enterprise
applications.

Enterprise-level service management
platform delivered as SaaS.

Cloud-based customer support
platform.

Cloud-based human resources and
finance applications.

Inbound marketing and sales
platform delivered as SaaS.

Cloud-based team collaboration and
messaging platform.

Cloud storage and collaboration
platform.

Cloud-based video conferencing and
communication platform.

Cloud-based collaboration tools for
software development and project
management.

Cloud-based file sharing and
collaboration platform.

Cloud-based electronic signature
platform.

Cloud communications platform,
enabling developers to integrate
messaging and voice into
applications.

Cloud-based payment processing
platform for online businesses.

Cloud-based e-commerce platform.

Suite of cloud-based business
software, including customer support
and CRM solutions.

Key Reference

Adobe's official publications.

Google Cloud Blog and
Documentation.

Oracle's official publications.

"Mastering ServiceNow" by Martin
Wood.

Zendesk's official resources.

"Behind the Cloud" by Marc Benioff
and Carlye Adler.

HubSpot's official resources.

"Slack: Getting Past Burnout,
Busywork, and the Myth of Total
Efficiency" by Tom DeMarco.

"Dropbox In 30 Minutes" by lan
Lamont.

"Zoom For Dummies" by Phil Simon.

Atlassian's official documentation.

Box's official resources.

"Built Not Born" by Tom Gonser.

"Ask Your Developer" by Jeff Lawson.

"Stripe: Powering the Internet
Economy" by Sarah Friar.

"Don't Make Me Think" by Steve Krug
(not specific to Shopify but a valuable
reference for user experience).

Freshworks' official resources.
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Name Contribution Key Reference

Segment Customer data platform delivered as  Segment's official documentation.
Saas.

PagerDuty Cloud-based digital operations PagerDuty's official resources.

management platform.

Asana Cloud-based project management "The Asana Way" by Chris Farinacci.
and collaboration platform.

Datadog Cloud-based monitoring and Datadog's official documentation.
analytics platform.

Monday.com Cloud-based work operating system Monday.com's official resources.
for teams.
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