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WELCOME
September capped off the end of

a busy quarter for Longhaus. We
welcomed several new AAA
clients, undertook various market
studies and answered the usual
barrage of inquiries ranging from
the straight forward to the
challenging.

In September | was also
approached and accepted the
position of Deputy Chairman,

International Program Committee
for the World Computer Congress
2010. Working alongside Mark
Lloyd and the other key members
of the various organising
committees will be both
challenging and rewarding over
the next 12-months as Australia
prepares to host this major

international event.

Id like to also take the
opportunity to advise of our
impending change of address. In
December Longhaus are moving
our Research Centre to larger
premises at 1/46 Campbell Street
Bowen Hills. We'll be advising of
any contact changes over the
next few months, but our
Brisbane City address at Level 30,
AMP Place on 10 Eagle Street
remains unchanged. Until then
we look forward to seeing you in
the market or next month in

Longview.

Editorial

Raising the bar in the

mid-market eco-system

In September Dell announced that it had signed Harris
Technology as its major reseller partner for the SME channel.!

Deborah Harrigan, general manager at Dell SMB AINZ
told CRN both companies came together because they had
‘excellent synergy” in terms of business models, customer
focus and delivering value to the SMB market. “Harris’
specialty in servicing the sub-150 market was particularly
interesting for Dell,” she said. Eron Plumb, national
manager at Harris Technology told CRN the reseller would
handle the implementation and servicing of Dell’s
products. “We have our own technical services team,” he
said. “However we do use third-party service companies in
certain regions like far-western Queensland where we don’t
have a centre.”

Given the key role of Small to Medium Enterprises (SME)
in the Australian market the announcement was of
particular interest to Longhaus. While it
appears that the deal might be good for Dell in
our mind it still perpetuates a retail mentality
within the SME sector which must change.
That may sound strange given that the formal
agreement sits within the commercial side of
Dell’s channel program and not the retail side.

Many major vendors either don’t get why
this is bad for the industry or are exploiting the
situation for their own gain. You see SMEs
typically buy technology like consumers. While
we agree with Harris that many SMEs have
what they refer to as a pro-sumer (a tech-savvy consumer
without formal ICT education or training) in their ranks, the
presence of this type of buyer does not improve decision
making relating to the strategic role of technology inside
their business.

In Australia, the SME market’s approach to ICT can be
summed up in four words: no plan, no budget. And in most
cases you can add to that no technologist (someone with
formal ICT education and training). Yet the answer to
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improving productivity, cost savings and business growth
within this sector through ICT is simple: less technology,
more expertise.

As ICT has risen to meet the demands of the SME business
owner many savvy companies find them-selves at a cross-
road of technology maturity. And with little to no true
independence in the vendor channel, and certainly not from
the retail channel where outcome is driven on sales
incentives, the vast majority of SMEs lack comprehension of
the best direction to take.

We are not for one second condemning the channel and
retailers for selling another piece of hardware or licensed
software, or even basic installation services. Where we do
have a problem is when an SME is having business process
and service-oriented issues, but are being given only
product-oriented options. For example, when an SME hits
data storage and back-up issues, simply buying another
server or NAS may not, in fact will not, be
the right solution most of the time to
address their fundamental requirement to
protect information and sustain their
business operations.

Similarly for software, SMEs we
encounter continue to struggle with non-
integrated core business applications. For
example, their MYOB doesn't link to their
Sage CRM. While Harris has services that
focus on “installation, configuration,
transfer and health-check”, there are no
parameters for an SME to engage a strategic discussion
around structure and strategy. This highlights perfectly the
difference between “services” and “advisory” in the mid-
market, and the glaring lack of the latter when it comes to
the strategic application of ICT.

In the June edition of CRN there was an article reprinted
courtesy of Business Victoria called Why Should I Use an
Accountant? It was only about 100 words long but provided a
clear definition for how an SME could apply the services of a
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professional accountant to the benefit of their business.
However on first reading the article, it wasn’'t an accountant
that came to mind; nor even a lawyer. Instead it brought to
mind the mid-market clients that Longhaus have helped
over the past few months.

Five of the key points for why an SME should use an
accountant in their business are listed in the table below
and compared as statements relevant to other professional
advisors and services. Based on our own experience and the
data we have collected over the last few years, Longhaus
believe the following provides a great starting point for
SME’s seeking decision making support related to the core
areas of a modern business.

It is clearly not the intent of this analysis to challenge the
benefit of the channel market in Australia as providers of

WHY SHOULD | USE THE FOLLOWING

1. Help you choose the most appropriate structure for your business

2. Help you identify goals and develop appropriate strategies to achieve them
3. Work with you to anticipate change and plan for survival and growth

4. Maintain an independent view of your business situation

5. Keep abreast of complex changes

Financial

' SENENENEN

value to the mid-market. The economy would stagnate with-
out them. However, the very transactional nature of
supplier relationships that the mid-market facilitates with
their channel partners means there is little chance of
maintaining independence of the specific business
situation of the customer in support for situation #4 above.

From our research we know that 80% of Australia’s SME
market has neither an ICT budget nor an articulated
strategy. The direct result of this has emerged in several
instances we have encountered this year where spurred on
by the stimulus grants channel partners have encouraged
hardware refreshes within the smaller end of the market.

Afterall, a $70,000 investment in new servers that are
granted a 50% tax incentive, backed up by first year
depreciation and paid for on an easy multi-year instalment
plan sounds like a good idea to many SMEs. Unless of course
with the right advice they come to the assisted realisation
that they only need a $7,000 spend on new hardware and
can make real business change through investing the same
again in software development or online services.

There are as always exceptions, but most vendors are
simply not doing the right thing by the thousands of SME
customers in Australia and New Zealand. Knowing better
and doing nothing is no defence. It is widely recognised in
the Enterprise market that buying technology right off the
shelf and simply installing it alongside everything in the
legacy portfolio will buy inefficiencies every time. It is time

ADVISORS SUPPLIERS

Legal ICT Technology =~ SME Service
Analyst Channel Provider
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for the purveyors of the technology to raise the bar or stand
to lose market share. It is time to match the right services for
SMEs to the appropriate marketing message.

The challenges of the SME market from a strategy
perspective are consistent and addressable by the right
partner: hardware and maintenance, networks and
continuity, telephony and mobility, storage and back-up,
and business process supporting applications. We get tired
of hearing how big technology companies are addressing
the mid market. Quite frankly in many cases they are
exploiting the retail mentality of the mid-market and doing
little more than promoting a happy brand experience. . i

SaaS vendors begin their offensive as the
application renewal cycle begins

by Sam Higgins

Longhaus often begins any discussion of the local ICT
economy by outlining the role of application versus
infrastructure renewal cycles. For some time we have been
advising end-users and vendors alike to prepare for a period
of application renewal that was to inevitably follow the last
infrastructure boom; a boom that peaked in late 2007 when
according to the Longhaus Australian Tech Index activity in
the local ICT economy reached 154.48 basis points above its
turn-of-the-century levels.

Longhaus continues to see significant evidence of this
cycle, whether through increasing approvals of business and
ICT projects from the Longhaus CIO Poll, or demand from
new and existing clients for early market sounding through
our Last Mile Markets service, the common signs of a
change in the ICT economic cycle are all there. However, a
new trend has emerged that should have many traditional
application software vendors worried.

Application renewal is fundamentally driven by the need
to replace applications which have reached the end of their
useful life. On average in Australia this replacement point is
somewhere between 8 to 10 years of fully commissioned
use. And while custom-built applications will have their
useful lives extended well beyond these averages, particular
versions or editions of commercial-off-the-shelf applications
will often have an even shorter useful life dictated by the
maintenance and support periods of the originating vendor.
Few organisations relish the thought of a major application
upgrade, let alone being forced to undertake what is a
capital intensive and potentially disruptive change on an
externally imposed timeline.

Access to new features, not to mention patches and fixes,
not available in the current version of a packaged solution is
appealing. The artificial nature and organisational change
load of any on-premise upgrade has an increasing group of
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Australian organisations seeking an alternative in the form
of software-as-a-service. It is this increasing climate of
forced “end-of-life” and “end-of-support” in the face of now
viable alternatives that has presented an opportunity for
smaller software-as-a-service (SaaS) vendors to take a new
message to market including NetSuite (ERP) and Service-
Now (ITSM).

To date much of the prevailing go-to-market
strategies for SaaS vendors has focused on the
cost of operations or speed of adoption
arguments. These certainly remain valid
strategies for SaaS marketers and end-users.
Indeed, based on the Longhaus 2009 ICT
Spending and Priorities Study 52% of
Australia’s medium to large enterprises see
SaaS as a priority for reducing the cost and
increasing the efficiency of ICT service
delivery proving the message works.

More recently however, Longhaus has
increasingly seen SaaS vendors undertaking
highly specific and targeted campaigns focused
on the application renewal decision associated
with end-of-life of particular packaged
applications. For example, NetSuite having already announced
its general “cash for clunkers” discount offer, is now running
what it calls the “Crossroads Initiative” targeting SAP R/3
customers after SAP has announced that maintenance for
R/3 V4.6 will end as of March 2010; and maintenance for
SAP R/3 4.7 will be extended, but at a higher cost.

Adopting a SaaS-strategy for replacement of your ERP or
CRM solutions may not be easy when the conversation turns

For traditional
vendors that have
not re-architected
their software for
a true Saa$S
environment the
current application
renewal cycle is
likely to cost them
dearly as SaaS$
vendors take the
offensive.

to issues of data governance, privacy, security and sovereign
soil legislation, but systems reaching end-of-life that are
operational in nature such as Project Management
environments and IT Service Management tools may not
raise the same level of concerns. As these operational
systems reach end-of-life Longhaus believes that
considering a SaaS option is now as critical
as considering Open Source alternatives as
part of any application renewal planning or
procurement activity.

In the 2009 Longview Trends Edition
Longhaus observed that the move to “cloud
computing” (infrastructure-as-a-service)
and “zero cost infrastructure” (servers and
desktops supplied by service firms such as
telecommunication companies at $0 up
front) means that the ICT industry is
unlikely to see the same capital intensive,
in-house replacement of hardware assets
ever again. And so it seems that the new
aggressive go-to-market strategies of SaaS
vendors targeting end-of-life applications
means the game may have already changed
for software assets at the start of the current application
renewal cycle.

For traditional vendors that have not re-architected their
software for a true SaaS environment, including multi-
tenant support and regular “no harm” upgrades through the
externalised application meta-data, the current application
renewal cycle is likely to cost them dearly as SaaS vendors
take the offensive. i

Longhaus brings trusted independent technology advice to the
customers of Australia's technology channel

In 2009 Longhaus launched a mid-market offering for
companies with up to 50 employees. The advisory service,
known as AAA-Lite is based on the globally recognised
advisory service AAA, and provides an accessible level of
independent technology strategy expertise and advice for
growth companies.

It is delivered by the same skilled experts that provide
strategy and advisory support to major global organisations
including IBM, Microsoft, Telstra, WebCentral and various
governments, higher education, and financial institutions
across the country.

As the economy begins to improve, Access All Areas Lite
(AAA Lite) is one of the best technology investments that

WHERE YOU'LL SEE US, WHERE WE'VE BEEN

any SME organisation can make. A low annual company
membership fee provides assigned access for a designated
individual within the company. If or when that person
resigns, retires or is transferred, the company has the right
to nominate a new account-holder.

AAA-Lite membership then operates as an advisory
account system which equates to an agreed minimum
required spending billed quarterly. This investment entitles
a member access to syndicated technology reports at
greatly reduced rates, 3 advisory inquiries each year,
subscription to the monthly journal Longview, and online
access to Longhaus Television’s (LTV’s) SME Technology
Channel content from 2010. fj

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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