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Salesforce .com has become the poster child for the rapidly expanding software-az-a-zervice market. But while Salesforce .com
and other vendors have successTully exploited the model, the question iz whether the model presents athreat or opportunity for
YWaRz and integrators.

Dezpite zome trepidstion about the eaze with which vendors can use S22A5 o reach end-user customers directly, many in the T
channel believe solution providers are in & good position to take advartage of it az well.

=AAS provides a more cost-effective way for end-user companies to achieve their businezs objectives than traditional packaged
applications can, zaid Jeff Kaplan, managing director of ThinkStrategies, a strategic consulting zervices company in Wellesley,
Mazz. And az such, Kaplan said, the model has a ot to offer zolution providers.

ARz find the transition to managed zervices can be painful. Click here to read more.

Firzt, consider the figures. Last yvear, 40 percent of all companies uzed hosted applications, and 49 percent wwere planning to use
them within & year, according to market rezearch company AME. Meanwhile, market researcher IDC predicted the SA25 market
wwolld grovy at & 21 percent compound annual grovwth rate during the next three vears, reaching $10.7 hillion worldwide in 2009,

Thoze kinds of numbers mean there is plenty of opportunity for everyone from vendors to 15Ys to solution providers.

"On demand iz in demand, and partners are key to servicing that demand," zaid Bobby Mapitonia, zenior vice president of
worldweide channelz and aliances at Salesforce .com, in San Francisco.

Many solution providers see SAAS as a great way 1o broaden their offerings, provide mare zervices, widen their zales territories
and, in zome cases, tap into recurring revenue from customers. SAAS vendors, for the most part, have establizhed or want to
eztablizh rezeling channels, recognizing that resellers have closer relationships to end users than they will ever have.

ZAAS has been the growth engine far Bluewolf Group, a Mewy York-bazed on-demand enterprize consultancy that specializes in
deploving itz ES| (Enterprize Salesforce Integration) tool for Salesforce.com customers. ESl iz available via AppExchange,
malesfarce.com's new "ecosystem” platform that allowes users to browwze, install and share on-demand applications.



"Welve heen experiencing 30 1o 40 percent zales growth per vear since becoming & Salesforce.com partner," zaid Eric Berridge,
co-founder of Meww York-based Bluewalf, a company with $20 million in zales last vear. "AppExchange is driving acceptance of on-
demand software and enables us to offer on-demand integration withouwt any softvware changing hands " Bluewalf's new
customers include BP Zolar, Charles Schwab, Staples and The Wall Street Journal.

zeling =A4% on demand iz a no-brainer for zolution providers, zaid Dan Edwards, partner of Mcompass Buzsiness Solutions, a
zoldion provider in Atlarta that zellz MetSuite, a portfolio of applications that enables companies to manage all key business
operstions in & single system.

“Yendars demand more loyalty but find # izn't cheap. Click here to read more.

"Zelling and customizing Metzuite has been our zole means of income for vears," Edwards zaid. "t allovws uz to do custom
development, act as consultantz, get steady income and expand our sales oppodunities at the =ame time "

Edwards zaid zeling ZAA5 has gotten much easier over the vears as companies and IT departments have become more educated
about the benefits of SAAS,

"One of the higgest benefts of SA4% for [T departments iz they can add applications withouwt having 1o justify the expenze of
dedicating an IT person to manage a paticular application, which is what they would have to do with premizes-bazed software "
zaid 2uintin Thompzon, ovwwner and vice president of ronclad Sobdions, in Lincoln, B That benefit simplifies the zales process,
added Thomp=on, wwhoze company provides mail and calendaring solutions buit in-house uzing Microzoft's ASP Met.

"For the 245 market to reach itz full potential, software has to be sald both through the vendor aver the Web az well as through
the reseller channel," zaid Brian Hovwwden, vice president of marketing at 01 Communigue, in Mizsizsaugs, Ontario. 01 Communigue
provides a zuite of remote access software and on-demand PC remate contral solutions.

Howeden said it is the wendor's challenge to educate zolution providers about their importance to the SA2% market. 01 Communigue's
=&AL offerings, he zaid, gives soldion providers a revenue model traditional hardware and software zales cannot match:
generous upfront mardginsg and ongoing residuals, leading to predictable revenue streams.

"The =22% model enables solution providers to adapt =ervices to customers' needs " said Howden. "For example, a solution
provider can el & remote access soldion to & corporate customer for perzonal uze and then upszell the soldion acrozs the
company .

Dilithium Metworks embraces managed services to fulfill & customer need. Click here to read more.

Of courze, SA4% alzo allovws solution providers to augment their product zutes without reguiring any additional technical expetize
or zkills training, since the management of the service's technology is the vendor's responsibility .

"That's one of the great benefitz of SAAS for us " said Rufus Lohmueller, partner of Lohmueller & Associates, a Raleigh, M.C.,
zolution provider that has built & strong business around MNetSute since 2002,

"Metzute allowes us to offer one application to a client, and, once the client iz zatizfied with the zervice, we can offer other
applications or the wwhole suite," Lohmueller zaid. "But, more importantly, MetSuite allows us to concertrate on our core competency,
wwhich iz buziness process automation.”

Yendors must encourage soldtion providers to embrace 845 primarily by educating them about the pozsibilties of switching to an
=825 model and howvy 1o package the various offerings to better zerve their customers, said Kristen Browen, vice president of
aliances and channel zales at Netzuite, in San Mateo, Calif.



Az ZALAS gpplications and enabling technologies multiply, the ahbilty of SA28% suppliers to differentiste themszelves purely on the
technical capahilties of their solutions is declining, said Kaplan. "Consequently, many SALAS plavers are agaressively expanding
their partner portfolios to strengthen their competitive postion and win & grester share of the market," he zaid.

Kaplan added that partners zerve a vital role for most companies ether by supplving important ingredients that go into & final product
or zervice, ar by providing a channel to market to & broader audience.

"The mare partners a vendar hazg, the more attractive their products or zervices become " said Kaplan.

Fecent developments in the partnership development/differentiation game include Salesforce.com's AppExchange platform, which
enables dozens of third-party companies to link to the provider's on-demand applications; NetSuite's MNetFlex Applications Program
(announced with 30 partners], which combines toolz, technology and support to enable 15%s and ather third paries to extend
Metzuite with complementary applications; and Jamcracker's JSDM (Jamcracker Service Delivery Metwark], an on-demand
ecozystem of mare than 50 members.

JSDN, designed to make it easy for soldtion providers to deliver S225 to customers, features a catalog spanning IT, business and
vettical zervices that solution providers can select, test drive, rebrand, bundle, deliver, hill and support.

"JZDM will help to extend the market reach of SAAS for Jamcracker, our partners and other on-demand providers " said Brent
Arzlaner, vice president of marketing at Jamcracker, in Santa Clara, Calif.

"Building relationships with the channel iz vital to the growth of SA25 because I5V's and service providers are the trusted advizers
to their customers and are much clozer to them than vendors will ever get," zaid Arzlaner.

"Jamcracker has skinin the game " zaid Frank Hughes, vice president of technical zervices at SecureMyCompany, in Encino, Calif.
"They are committed to providing an =225 infrastructure ™

Dezpite the oppotunities that =445 iz opening for channel companies, YARs and integratars must tread carefully when adopting
the model. Providing S424% reguires zales skillz and technical knowe-how that traditional channel companies may lack. Careful
huziness planning and staff training are necessary 1o successfully take advantage of the model.

=ome of that responszikility fallz onthe vendors, said Salesforce.com's Mapitonia. Yendors need to support solution proaviders with
co-marketing effortz, such az joirt customer zeminars, marketing collateral, free zales training and technical zupport, and helping
wyith lead generation, be said.

The joint marketing efforts serve to create avwareneszs at the user level. Customers unaccustomed to uzing 845, as opposed to
outright buving the applications, may need zome persuading.

Howwewver, despite the challenges, plerty of industry experts believe SAA% iz not only here to stay, but alzo iz poized to zeize a
zignificant percentage of the software market. And that, at least according to the channel's experience with the model o far, is

zomething to ook forvard to.
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