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1. Is cloud just another 
name for outsourcing? 

2. Is cloud the future of 
the data center? 

3. Is the cloud always 
cheaper? 
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Pop quiz 
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Traditional IT 

Cloud computing 

• Variable costs/terms 

• Standardized deployments 

•Multitenant 

• Highly automated 

• Low control 

•Limited customization 

 

Traditional computing 

• Fixed cost/terms 

• Varied deployments 

• Single tenant  

• More manual 

• High control 

• High customization 

IT 

virtualization 

Web 

services 

ASP 

Not everything is cloud. . .  
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Most “SaaS” is not really SaaS 

June 2012 “Make The Cloud Enterprise Ready ”  
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Factor Impact of SaaS vs.  On-Premise 

Estimated Implementation Cost 

SaaS solution 1 to 2x one year subscription fees 

On-premise solution 3 to 5x license fees 

Time-To-Deploy 

SaaS solution 6 to 9 months (phased approach) 

On-premise solution 9 to 18 months (or longer) 

Cost to add a new user SaaS app vs. on-premise 

solution 

Decreased by 3x 

Ramp-up time for new users for SaaS app  vs. 

on-premise solution 

Decreased by 50% 

Employee utilization of SaaS app vs. on-premise 

solution 

Increased by 9% 

Support / help desk needs of SaaS app vs. on-

premise solution 

Reduced by 50% 

Level-of-of effort for integration of SaaS app vs. 

on-premise solution. 

Similar level of effort SaaS as on-premise solution 

doing if doing the same integrations --  but many 

organizations can simplify integrations by moving to 

a cloud model 

Source: “The ROI Of Cloud Apps: A Total Economic Impact™ Analysis Uncovers Long-Term Value In Cloud Apps.” Forrester interviewed vendors 

and users of SaaS solutions and leveraged past research and inquiries. Forrester also conducted in-depth case study reviews with clients of HP, 

salesforce.com, and Workday.  

SaaS Delivers Time and Cost Savings 
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Key Costs Of SaaS 

June 2011 “The ROI Of Cloud Apps”  
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CRM SaaS Solves in 2 yrs: Total Economic Impact Analysis Summary 

June 2011 “The ROI Of Cloud Apps”  



© 2012 Forrester Research, Inc. Reproduction Prohibited 

ERP SaaS May Not: Total Economic Impact Analysis Summary 

June 2011 “The ROI Of Cloud Apps”  
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Productivity Apps? Likely: Total Economic Impact Analysis Summary 

June 2011 “The ROI Of Cloud Apps”  



Key ways to drive cost efficiency in SaaS 

Consume it “as is” 

 More cost effective to train employees & adapt commodity 
processes to the SaaS model, than to customize the SaaS solution 
to match existing processes 

Limit account requirements 

 Each named user is another $99 

 Accommodate read and dashboard access via web front-ends 

Standardize integration means 

 Set architectural standards for integration 

 Leverage integration servers, ESBs, other elements that can broker 
these integrations 

Know what an exit looks like 

Monitor the service and thus business expectations 
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Most “Cloud Platforms” are not Cloud either 

June 2012 “Make The Cloud Enterprise Ready ”  



The basics of cloud platform economics 

Elastic scale delivers just-
in-time capacity 

Pay-per-use keeps costs 
low 

Self-service fuels 
productivity 



How Netflix maxes cloud economics 

Three key services 

Movie encoding (movies/watt) 

 Batch up encoding processes. 

 Not time sensitive; can tap spot instances. 

 Optimize storage formats to keep S3 costs low. 

Video streaming service  

 Store on S3, stream on multiple CDNs. 

• Optimize CDN choice by stream type and customer. 

 Split customer login and device identification. 

Log analysis — feeds BI system 

 Leverage managed Hadoop from AWS. 

 Re-architected BI from the ground up for best 

cloud efficiency 

Key tools used: 

 Time 

 Componentization 

 Service choice 

 Code optimization 

For more info, check out http://www.slideshare.net/adrianco/netflix-on-cloud-combined-slides-for-dev-and-ops and 

Cloudscaling Blog (http://cloudscaling.com/blog/cloud-computing/cloud-innovators-netflix-strategy-reflects-google-

philosophy). 
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Not everything is right for the cloud, nor should be 

Look for: 

• Applications that are virtualized and componentized 

• Applications designed to be elastic and scale out 

• Applications with variable and fluctuating demand 

Then, model your costs for these applications first 
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Recommendations:  

Identify your “best cloud fit” workloads 
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Start with systems of engagement 

Source: February 13, 2012, “Mobile Is The New Face Of Engagement” Forrester report 



Vendor  

responsibility 
Customer 

responsibility 

Where the true costs of cloud come from: 
the uneven handshake 

Physical support infrastructure 

(facilities, rack space, power, cooling, 

cabling, etc) 

Abstracted services (SaaS 

application, hosted framework, 

customization platform, configurable 

security, etc) 

Physical and virtual infrastructure 

security and availability (servers, 

storage, network bandwidth, etc) 

Basic monitoring 

Element management 

Your use of the application 

Any technology supplementations (e.g., SSO,, 

BCDR, security) 

Customization governance (who has authority / 

responsibility to make changes and how) 

Lifecycle management (Upgrades, process 

change, integration changes) 

Identity management, access control 

Business process monitoring, end user 

performance monitoring (visibility) 

Dependency mapping and tracking 
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Pennies per hour seem cheap but add up quickly 

• Especially if you’re not using what you’re paying for 

Right-size your workloads to fit the cloud 

• Not the other way around 

You can’t immediately write down new investments 

• Take refresh cycles into account when prioritizing 

If you have the skills, try private cloud in parallel 

• Build expertise with your own pay-per-use infrastructure 

Revisit your assumptions often 

• To continue to optimize your cloud spend 
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Recommendations Cont. 



Thank you 

James Staten 

jstaten@forrester.com 

Twitter: @Staten7 


