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                                   Abstract

SaaS has become mainstream today and it is no more a buzzword.  More and more 
customers have started realizing the benefits of SaaS model and feel comfortable, confident 
and secure to use SaaS based solutions.  It now becomes imperative for ISVs having 
traditional, on-premise software to consider SaaS seriously.  While transition to SaaS may 
make business sense from a long-term perspective, it is not an easy thing to do.  Companies 
have to go through several significant changes organization-wide for achieving success 
when migrating to an on-demand model.  This paper highlights the transition challenges, 
and solutions to overcome them. 
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 Introduction

Challenges in the transition

SaaS (Software as a service) is all about providing services to customers.  Traditionally, software vendors are 
accustomed to building products and selling it for a license fee (either perpetual or on annual subscription 
mode with maintenance added).  Currently, customers value and embrace the concept of 'services' more than 
investing on a product.  They pay only for what they use and only for that period.  This change in customer 
behavior requires a different approach from software providers; this also enables them to get instant access 
to a wider market base due to affordability.

SaaS business model requires complete change in the culture – it is no more a “product” which is being sold; 
it is all about “services”.  Process your payroll, claim your insurance, manage procurement, recruit people 
online, manage pipeline, manage customer complaints, etc.  It requires a different approach and attitude and 
essentially touches every aspect of the business – in the way customers are acquired, served and billed.  Every 
department will have to change in the way they work.

This transition is not going to be easy.  But, there are several success stories around – both for start-ups who 
have done ground-up SaaS solutions and for companies who have transitioned from on-premise model to an 
on-demand model.  Just to quote, Ariba, Concur, etc. have successfully emerged as SaaS companies from their 
traditional software business model.  And, besides the poster-child of SaaS, Salesforce.com, there are several 
companies who have successfully pioneered to have both in-premise and on-demand business models co-
exist.

This paper addresses some of the challenges that ISVs face on the transition journey and suggest ways on how 
to overcome these challenges.

SaaS impacts the business from all the three ends – Business, Operational and Engineering.
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While technology plays a critical role in any product / services business, it is NOT the only critical factor in 
making a SaaS business model successful.  There are several other factors which influence the SaaS business 
model.  Following are some of the challenges that each function within a company would face while 
transitioning to SaaS and some of the solutions for solving them.

SaaS impacts the business from all the three ends – Business, Operational and Engineering.

?My current product may not be scalable to handle huge volume of customers.
?My product needs to integrate with other on-premise products 
?My product deals with very sensitive data
?I shrink wrap my product to deliver to the customers.
?My product size is huge 
?My customer requirements vary quite a bit from one to another.  I need to do lot of customization for 

each customer.
?I have different code bases for each customer.
?I have frequent product releases (almost one for each customer acquisition)
?My customers need high security.  I need to go through some of the compliance requirements like PCI, 

etc.
?My load on the server is quite variable.  During peak holiday seasons, my server load is pretty high and 

during slow periods, the load is quite low.  Capacity planning is extremely difficult for us.
?Our SLA with the customers is very tight.  My uptime is high and my response time must be really 

really short.

Technical and Architectural Challenges

Solution
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Long term solution is to re-architect your product into SaaS to make it more Scalable, Secure, 
Configurable
Leverage on multi-tenancy for operational efficiency
You can consider PaaS or SaaS Solution Accelerators to quickly build a scalable product from scratch.
You can consider using integration services available outside. 
Think of using test automation as a solution for testing the product extensively for different 
customers.
Capitalize on cloud computing.
There are IaaS (infrastructure as a service) vendors who guarantee tight SLAs.  You can evaluate them 
to see whether they suit you.  Pass on your SLA to the vendor.
IaaS could be a better option when you have high needs of ramp up / ramp down.  It works out to be 
less expensive compared to handling it yourself.
IaaS vendors such as Rackspace, OpSource, etc. meet several compliance requirements like PCI, SAS 
70, etc. (It is better to go with names like Amazon, Azure, Google Apps)
If IaaS vendors don’t meet your need, there are mechanisms to set up your private cloud.  Vendors 
like Sun, IBM, etc. help you in setting up your own private clouds in your data centers to handle 
scalability, SLA requirements, etc.
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Business and Operational Challenges

?How do I manage with the change in your cash flow from lump sum to recurring income?
?How do I device an optimal Pricing model
?Is it feasible from my business standpoint to move to SaaS
?How do I manage and monitor my SLAs 
?How can I be highly Responsive to customer/market/competition
?I need to provide 24x7 support in SaaS model.
?My support bandwidth requirement will grow to handle increased customer base
?My load on customization or professional services will increase in volume with more customers.
?Is it possible for my product implementation team to operate remotely
?How do I handle diversified and scattered training needs?
?My sales team receives a commission based on the volume of sales.  With SaaS, it will change the 

pricing model.  How do I redefine the sales compensation?
?How do I avoid cannibalization of on-premise sales?
?What will my distributor/reseller channel do once I move to SaaS model?

Solution

Best practices for transitioning to SaaS

There is no silver bullet or proven way which will address SaaS transition challenges quickly.  It’s a journey that 
you will have to go through.  Following are some of the best practices that Aspire has based on the 
experiences working with several software vendors.
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Have Adequate budgeting to overcome initial cash flow changes
Workout your ROI to determine the right pricing
Business and Technical Feasibility Assessment  will help you reveal some of the critical challenges to 
overcome
Look for Partnerships to accelerate time to market
Try Agile Development Model to achieve shorter release cycles
Implement knowledge Base/Forum, and make it available directly to the customer 
Provide the necessary facility in your product to provision a tenant and manage the subsequent 
process
Have enough meachanisms in place to measure and monitor your SLAs
Your product should be built with powerful configurability support to shorten implementation time
There are tools to work remotely and capture implementation requirements.  You can use them. 
You can provide training on product configurability to your support staff.  Create e-learning materials 
for your product.  This will help in training the support team and also help the customers.  Your 
support call volume will also be reduced by good documentation.
Provide training on hardware to your support staff.
Change sales compensation model to reflect recurring revenues 
In case of Hybrid model, clear demarcation of market segment and service values are important 
Target SMBs to attract long tail
Channel partner terms should be aligned with service rather than product
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?Transition starts from the top.  It is extremely important to understand the impact on several facets of 
the company - engineering, sales, support, finance, etc.  Best way is to form a committee comprising 
members from these teams so that they can work together in this initiative.  If possible, bring in a 
confident customer also into this team.

•    Start using a SaaS based product for your own use.  There are several products in the market which 
you can think of using - salesforce.com, document management systems, HR, contract management, 
CRMs, etc.  When you start using these, you will understand some of the nuances of running a SaaS 
business and this can help in setting a benchmark for your SaaS product.

•    Test drive your market potential at lower cost.  There are two kinds of costs associated with transition 
to SaaS: tangible/measurable costs and intangible costs.  Engineering changes are tangible costs.  As 
the transition to SaaS involves cultural changes, intangible cost and efforts are extremely high.  Reduce 
tangible cost as much as possible until you are sure that you have a grip on the SaaS roadmap.

•    Choose the level of your SaaS delivery model.  In SaaS, there are 4 levels where you can position your 
product.  In terms of scale, Level 1 is low and Level 4 is high (highly scalable).  You do not need to be in 
Level 4 to get started.  While it is not a recommended model for a scalable SaaS business, you can still 
plan for Level 1 when you are just starting.  Use virtualization to start providing your product on SaaS 
(that is the minimal investment) and see how it works.  There are mechanisms to move to SaaS with 
low investments on engineering changes.  You can start your marketing communication and see how 
your customers are reacting to this.  Once you get a better grip on the market reaction and you feel 
comfortable that investment is worth, go forward.

      This will help you to get started on addressing some of the business model changes; you can start 
thinking about pricing, support mechanisms etc before having invested on the engineering changes.

•    Plan your SaaS roadmap and allow sufficient time for the transition.  Both your customers and your 
team need to adjust to SaaS and it requires time.  Make sure that your existing customers understand 
the need for you to move towards SaaS and educate them on the benefits they will get and that you, 
as an organization, will get.  Winning a new customer on SaaS is generally easier than justifying 
cost/benefit ratio to an existing customer.  They would have just invested in your in-premise product 
and you need to convince them about your decision to move to SaaS.

•    Think deeply about SLA commitments required for SaaS delivery model.  It is extremely important for 
you to honor your commitments to maintain a high quality product and at the same time, you will 
have penalties for not meeting commitments.  Also, picking up which parameters you can measure 
and how you will measure them are extremely important.  Ideally, these parameters should reflect the 
true health of the system.

•    Outsource your hosting to cloud computing environments such as Amazon, Opsource, Rackspace, etc.  
This will provide you the flexibility of ramping up and down your hosting requirements with real cost 
implications.  

•    Start moving towards service oriented architecture whether you are still considering your move 
towards SaaS or just going to be in-premise.  This will help you transition to SaaS easily.
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?Pick up well defined, repeatable processes for moving to SaaS.  Identify the functionalities of your 
product which can be moved into a scalable SaaS architecture (level 4).  Plan on doing a few modules 
in SaaS before coming up with a grand plan.  Ideally, pickup the repeatable, well defined processes 
which are common across different customers.

•    Plan for exiting from in-premise model at some point of time when you are sufficiently confident of 
SaaS working and you have started transitioning your existing customers.  It is extremely difficult for 
you to maintain two different versions and it will also cannibalize your sales teams.

•    Plan to automate as much as possible for different functions (such as support, billing, etc.).  Provide 
self service options or build a community around your product.

Aspire Systems is an Outsourced Product Development firm committed to helping our customers build 
software products better and faster. We work with some of the world’s most innovative Independent 
Software Vendors and software-enabled businesses, ranging from start-ups to established industry 
leaders.Aspire provides complete product lifecycle services, ranging from new product development and 
product advancement to product migration, re-engineering, sustenance and support. 

ABOUT ASPIRE SYSTEMS
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Conclusion

There are several success stories around transitioning to SaaS.  Companies have turned around 
their businesses by adopting these best practices.  Aspire has been associated with companies to 
build their SaaS products from scratch and transforming their businesses from traditional to 
services model.  Good luck in going SaaS!

Aspire Systems India Private Limited

Plot No 1/D-1, SIPCOT IT PARK, Siruseri, Tamil Nadu - 603 103

Tel : +91-44-67404000. Fax: +91-44-67404234

E-mail : info@aspiresys.com

Web: www.aspiresys.com
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