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In a period of intense application renewal the traditional
suppliers of hardware appliances are being forced to re-
evaluate strategies for growth. On the one hand mega
technology vendors such as IBM, Oracle, and HP are
consolidating solutions across all aspects of information,
applications and technology stacks. This shift is forcing
channel partners and value added resellers to become
proficient in true solution style engagements where they
may have previously only been specialists in one point
solution. For example as IBM moves ahead
with its Information on Demand agenda
incorporating information strategy, business
intelligence, analytics, content manage-
ment, and master data management it is no
longer enough for an IBM BI channel partner
to simply offer point solutions in Cognos.

At the same time, the as-a-service
phenomenon continues to grow at pace,
fuelled by end-user demands for everything
from system performance improvements
through to virtualisation, remote worker,
and mobility enablement. As the available
as-a-service offerings become more
prevalent and wide-ranging to address these
needs the fact is that any supplier of
technology that is currently standing still
with regards to as-a-service offerings will not
meet the demands of their traditional client markets over
the coming years. Change is required.

However in the rush towards the cloud-based services-
only agenda that is sweeping the industry it is important that
organisations not forget the role of infrastructure in the mix,
even if it is only a transitory one. In this regards the on-
premise appliance is proving to be a significant change
catalyst and is by no means dead. Instead the on-premise
appliance may yet help to redefine the success of both the
vendor channel and the end-user market in the current
technology cycle.

The on-premise appliance is the physical manifestation of
many as-a-service based offerings in the market today. Its
role is important both from a raw technology perspective
and a cultural adoption perspective. On-premise appliances

give those companies that are unsure about first steps into
as-a-service business models a sense of the comfort that
purchasing traditional tin deployed in data centres and
server rooms the world over has always provided. But
assuming that on-premise appliances are sold as services,
there the similarity ends. There are two clear types of
organisations emerging for which the transitionary
approach to utility computing through the use of an on-
premise appliance is becoming highly applicable. And

specific solutions are emerging for each.
The first type can be categorised as the

single office, the branch office or the SME.
The requirements for these types of
organisations are either the need for low
impost management and maintenance
support of technology (i.e. don’t have
much time and may not have much
experience), cost constraints driven either
by organisational size or a lack of planning
and strategic ICT capability, or speed of
deployment, relocation, or decommiss-
ioning of portable technologies based on
growth or cyclical workloads in multiple
locations.

The second type of organisation for
which the on-premise solution is emerging
can be categorised by the requirements of

multi-site operations, remote locations, or the enhancement
of mobility enablement within large enterprise. For this
category particularly WAN optimisation is emerging as an
important driver. It can provide true bandwidth utilisation
reductions of between 60-95% and offerings from the likes of
Riverbed and Cisco are being met with the same hype and
fervour as the buzz created around virtualisation 2-3 years
ago.

Early indications are that Riverbed is the VMware of the
WAN optimisation space ahead of Cisco (or Microsoft to
round out the analogy). For organisations assessing any kind
of on-premise appliance based service, the adoption of a
WAN optimised product should be a key assessment factor.

As cloud and software based services increase so too does
the range of on-premise appliances that provide the
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Will SaaS and Cloud kill the
appliance market in Australia?

There are two clear
types of organisations
emerging for which
the transitionary
approach to utility
computing through
the use of an
on-premise appliance
is becoming highly
applicable. And
specific solutions are
emerging for each.



grounded point of connectivity within organisations for the
serving of those services. Table 1 outlines four (4) offerings
that currently epitomise the range emerging in the on-
premise market with an “as-a-service” orientation or twist.
Each involves the “dropping” of a physical appliance within
the business to support a variety of business applications
and services.

Of all the business drivers for software-as-a-service (SaaS)
and Cloud Computing emphasised over the last few years
from reduced capital expenditure, to the current end-of-life
negotiations for traditionally licensed software it is
impossible to ignore the cost benefits derivable from
consuming network latency through WAN optimisation,
mobile and remote connectivity through service
centralisation, and virtualisation driven performance
enhancements. However the question currently left
unanswered is whether or not SaaS and Cloud Computing
will rejuvenate or kill the appliance market in Australia and
other ICT economies around the world. The answer to that
may lie in understanding the logical maturity lifecycle of
how ICT organisations will approach the adoption of SaaS
and cloud.

The on-premise appliance addresses the adoption
lifecycle because it represents an easy start for any
organisation. This is the case because rather than jump
directly into full SaaS offerings, the prevalence and
constraints of consumer grade networking within many
businesses in many ways necessitates that a first move is to
this type of model. Not only do on-premise appliances with
components that specifically target process optimisation
(such as email document storage duplication and
triplication) through WAN optimisation assist in managing
poor network latency but it also closely mimics existing
business procurement practices that today involve the act of
buying or at least acquiring a physical device. The
recognisable 15-22% annual maintenance charge on the
box, but for which the services offered are far greater, will
also be familiar, and ironically, comforting to most
organisations. At least initially.

So ultimately the question of whether SaaS and Cloud will
kill the appliance market will come down to the transition of

“services” delivered through “appliances” and whether what
is currently a good place for many businesses to start
because of poor networks, retail and device procurement
mentalities and tax breaks will evolve to its full potential.
Organisations should not lose sight of the fact that only “as-
a-service” appliances or appliances that directly address the
latency issue will be successful. Specialised appliances will

die first whereas those that are smart will “virtualise” their
appliances as soon as they can. The bottom line is that for
now appliances are good but appliances plus services will
dominate within a few years.

Finally, not all on-premise solutions on the market
include WAN optimisation technology. Yet as general
network capabilities improve with the roll-out and take-up
of the National Broadband Network (NBN), the obvious
end-point for the on-premise lifecycle is that everything will
be sucked up into the cloud and centralised vendor data
centres. The timing for that is extended and likely to be in
the range of the usual 5-8 year hardware refresh. For now
that means that the on-premise appliance remains a valid
infrastructure consideration for Australian enterprises and
those solutions which deliver the physical manifestation of
“as-a-service” offerings will see significant uptake in
2010.
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EXAMPLES OF ON-PREMISE APPLIANCE-BASED OFFERINGS

COMPANY

CBO (including RiverBed and Cisco)
www.cbo.net.au

Ethan Group (including VMware
and Einstein Technology)
www.ethangroup.com.au

IBM (including BladeCenter,
Linux OS, Xen, Tivoli, and Juniper)
www.ibm.com

IBM (including Lotus)
www.ibm.com/lotus

PRODUCT

The Edge
Organisation size: Connectivity for
up to 70 remote workers

Einstein
Organisation Size: 1-200 employees
Enterprise

Blue Cloud
Organisation size: Large to
Enterprise

Lotus Foundations
Organisation size: 50-200

TYPE

Highly flexible and self-contained mobile office
providing Wireless LAN, Wireless VoIP, satellite, dual
SIM NextG, UPS, and pre-configuration of up to 5 VMs
located in branch offices or remote environments.

Full service gateway delivered via onsite appliance
providing the ability to support help desk and support,
email and collaboration, directory, file and print services,
document management, telephony, virtualisation,
applications, web, security and firewall.

Cloud “platform” appliance with optional business
functions i.e. an application store (not available in
Australia).

Point solution deployed via appliance server (hardware)
with collaboration tools (email, productivity, backup,
and security software).

Want to know more?
In early 2010 watch the LTV
interview with CBO Commercial
Director, Todd McGregor as he
discusses the rollout of The Edge,
its application in the enterprise
market and his perspectives on
the future of on premise
appliances.

by Peter Carr
Managing Director
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When Larry Ellison throws down the gauntlet of
transaction processing benchmarks and offers to pay “any
company $10 million if [their] Oracle database application
doesn't run at least twice as fast on SUN hardware as on IBM's
fastest computer”, there is no doubt that a rivalry exists
between the Red Army of Redwood City and the Blue Suits of
Armonk. What began in the 1980’s as a contest at the
database layer has progressed over the last quarter of a
century ever upward through an increasingly complex
software stack. Regardless of how different these two giants
of the ICT industry may seem on the surface, the truth is that
the real battle has always been about who runs the world’s
enterprise level business applications. Next year is shaping
up as the inflection point from which true supremacy in this
arena will be decided.

At first the suggestion that IBM and Oracle will compete
head-to-head on “packaged” or “commercial off-the-shelf”
business or enterprise applications may appear unlikely;
after all the two companies appear to have extremely
different strategic directions. On the one hand IBM has
acquired and expanded its services business while evolving
its software infrastructure capability. It has continued to
divest itself of almost all its hardware businesses and has
previously stated it was not in the business of building

packaged applications. In contrast, Oracle has acquired
some of the largest packaged application vendor brands on
the market, from JD Edwards to Siebel, encompassing
everything from traditional ERP to CRM. They have
continued to support these seemingly overlapping solutions,
avoided any move into the high-end or large-scale services
area, and more recently began the process of acquiring a
hardware vendor.

However, it is within these two very different approaches
that Longhaus perceives the same end-game; the creation of
widely applicable, highly configurable, service-oriented
business application assets that can be deployed to an open
and standards based middleware stack. It is in pursuing this
end-game that IBM is relying on the increasing production of
business level software products based on client
implementations using the process and information models
within the Industry Frameworks that have made GBS such a
successful consulting and services business.

Oracle is relying on the production of best-of-breed
components based on the process and information model
patterns found within its extensive portfolio of near identical
packaged applications. In both cases the secret is in
harvesting the world’s next generation of enterprise level
business applications from existing pools of intellectual
property.

When placed side-by-side (see Figure 1) it is funda-
mentally the source of this intellectual property that differs.
For IBM and Oracle it is the very different paths travelled
from 1980’s database vendors to 2000’s mega-vendors that
has led them to those sources. Even the acquisition of
business intelligence tools, including Cognos by IBM and
Hyperion by Oracle, to provide a more information driven

user experience re-enforces the similarity in the final
product offerings that will emerge as the second decade of
the new century progresses.

So are these next generation business applications like the
packaged or commercial-off-the-shelf applications of the
past? Yes and no. They are certainly commercial offerings
with associated licensing and maintenance fees for in-house
or on-premise deployments. Or they are subscription fees

Next G Business Applications: game on IBM and
Oracle, and so long HP

Figure 1 - IBM and Oracle's Enterprise Level Business Application Development Strategies
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by Sam Higgins
Research Director

when made available as-a-service. But they are certainly not
stand-alone like the packaged applications of old requiring
instead that a foundation of service-oriented middleware be
in-place before they can be deployed or executed.

One way to conceptualise these emerging offerings that
IBM Software Group call “Industry Solutions” and that
Oracle Products Group call ”Fusion Applications” is the
clothing, or business suit analogy. At one end
of the spectrum organisations can purchase
their applications fully finished; the off-the-
rack or ready-to-wear solution in set sizes.

At the other extreme is the in-house or
custom developed solution; the equivalent of
a bespoke tailor made solution that will fit the
organisation like a glove once finished, but
cost a whole lot more than off-the-rack. What
IBM and Oracle’s strategies for business
applications represent is something more akin
to “made to measure”. In this model the core
solution is pre-made to reduce “fitting” (think
implementation) time, but the scope for adjustment is much
wider than an off-the-rack solution. This scope for adjustment
allows IBM and Oracle to address industry nuances and
other subtle organisational needs to be included.

While the business application level strategies of IBM and
Oracle are now starting to emerge with the obvious
conclusion that they are on a collision course, there remains
one problem. Neither IBM nor Oracle is as yet able to fulfil
the vision they have outlined. Sure, they both have highly
mature, well integrated, open- and standards-based
middleware, but middleware won’t sell itself. It is the
business application components that require these middle-

ware platforms that offer the true business value.
In the case of IBM’s Industry Software Solutions, while

mature in some areas such as software for
Telecommunications Service Providers, they are only just
emerging in other areas such as Network Centric Options
solutions for the Military and Defence. IBM’s industry
approach is also heavily focused on the middle office or line-

of-business applications, leaving them wanting
and reliant on SAP (or ironically even Oracle)
when it comes to traditional ERP functionality.

As for Oracle, new versions of the current
stable including Oracle eBusiness Suite, Siebel
and PeopleSoft can deliver an approximation of
next generation business applications, but the
back-end architectures of these solutions still
carry much of their original legacy designs.
Oracle therefore is left in a position of having only
demonstrated the Fusion Applications. They are
a much needed offering but won’t officially be
available until next year.

The fact that neither IBM nor Oracle have fully realised a
complete set of next generation business applications is by
no means lost on either party. Larry Ellison’s recent public
remarks and quiet confidence are testament that the race is
on and the announcements from both firms over next 12
months will be significant; each customer win will represent
an important milestone. What remains to be seen is whether
HP will leverage its new services arm’s tight links with SAP to
craft its own business application strategy. Unless they do,
the enterprise level business application market of the next
decade will remain a two horse race.

Neither IBM nor
Oracle is as yet
able to fulfil the
vision they have
outlined ...
middleware
won’t sell itself.

Be sure to check back in 2010 for the launch of LTV to see
and hear from some of the industry’s leading and innovative
leaders as well as the core technology research and analysis
our customers have come to expect. In Series 1 LTV will
present inaugural content across Research, Industry and
SME channels while we will also welcome WebCentral to
our White Label channel. White label is a very exciting
market for LTV as it allows any organisation to have
Longhaus develop customised content for delivery either

through the LTV, or their own private platform. Series 1 will
include industry interviews with:

• Datacom CEO Michael Browne,
• TechnologyOne CEO Adrian DiMarco,
• IBM Asia Pacific VP Mark Register,
• MyDials Managing Director Jeremy Bolton,
• CBO Commercial Director Todd McGregor,
• and many more.

Visit us at www.longhaus.com for an up-to-date list of recent and upcoming briefings, speaking engagements, public
events and press.
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