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Welcomel!

Here’s how to participate in today’s webinar

* You can listen to the presentation using your

computer’s speaker system as the default CFie View Help SEIEIE
(VolP). (=) Audio
. ) . Audio Mode: ® Use Telephone
* Or dial the conference line by selecting Use O Use Mic & Speakers @
Telephone in the webinar audio pane. @
* Have a question for the presenter(s)? Type it O
into the Questions pane—we will answeras .
many as time permits.
[-] Questions

2 =]

* A recording of this presentation will be sent
to you within 48 hours.

Questionz Log

Welcome! Pleaze type any questions/comments
in the Question and Answer zection of your

* If you would like a copy of today’s control panel
presentation, contact your Gartner Account
Executive or e-mail us at:
GartnerWebinars@gartner.com. Send

||

[Enter a question for =taff]

* Please note you may be polled during the
webinar; only aggregate answers will appear.
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Conclusion

Cloud computing fepﬁeéents aﬂﬁmdanﬁema\l cH‘ange
in the relationshi beitweemh@se whcb use solutions
 based on techn og'y antFt'hd'Se who prowde them

The result will reshape strategies from™ btidge
“business” for both providers and consumens
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Keystone Myths for Cloud Computing: Going

Against Commonly Misunderstood Depictions

“Clouds” are hardware-based “Cloud” is a Euphemism for an
services offering compute, Abstraction. It cannot be
network and storage capacity :I ' touched, bought, or sold
. A hybrid model will and
B eiingneedsls should dominate for the next

be in the cloud 10 years

Cloud Computing is a service

All remote computing or off-

premises hosting is cloud delivery and consumption
computing l ' model with multiple attributes
Cloud Computing will | It might save you money but not
always save you if used just to replicate on-

money | . ' premises work off premises

Gartner



Gartner's Definition of Cloud Computing & the
Critical Attributes of Cloud Services

Gartner defines cloud computing as "a style of computing where scalable and
elastic IT-related capabilities are provided 'as a service' to external customers
using Internet Technologies®.

N
o : Consumer concerns are abstracted from
= Service Based . .
S provider concerns through service interfaces
: ’
= : Services scale on-demand to add or remove
© Scalable & Elastic
e resources as needed.
o /
Q A
S Shared Services share a pool of resources to build
& economies of scale.
© J
e ™
" Services are tracked with usage metrics to
o Metered By Use . J
= enable multiple payment models.
= -
= Internet Technologies Services are delivered through use of
g g Internet Identifiers, Formats, and Protocols.

/
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Software as a Service: What Exactly Is It?

6\

Software as a service (SaaS) —
Also known as "on demand":

 An application owned, delivered and managed
remotely by one or more providers

 Where the provider delivers an application based
on a single set of common code and data
definitions, which are consumed in a one-to-many
model by all contracted customers at any time

 On a pay-for-use basis or as a subscription based
on use metrics

)

N
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Upsides and Downsides of SaaS

Upside
« Fits in an operational budget

e Optimized for core functionality
you really need, not bells and
whistles that you might need

 Limited platform "heterogeneity"

e Limited infrastructure overhead
and management

e Lower TCO in the medium
term, however, long term
IS questionable

« Faster implementations

* Potential for _
increased innovation

Downside

Potential for subscriber-ware
No asset value/cost management

Possible governance issues of
application portfolio

Release management dictated
by the provider

Third-party application tools
limited
Vendor management (including

oversight of operational
management)

Security concerns
Longer-term TCO uncertainties

OP20D (on-premise to
on-demand) integration

Gartner



Poll Question

Question: Which phrase most accurately describes where you are in
your cloud adoption?

1 — Just beginning with little understanding?
2 — Trying to get started with real world experiments?
3 — Actually consuming or deploying a cloud service?

4 — Transforming your business through using the cloud?

Please select the one that best fits.

Gartner



Shifting the Way Money is budgeted and Spent

Changes the Way we do Business

Unless you are these guys...

Ex¢conMobil »Comparably Low
P T T — Capital Expense
Costs

i .

»>Optimized
Operating Expenses

»Massive Global
Resource Base

But...

...You are probably like the rest of us

>Unknown or High
Capital Expense
Costs

»Locked into 3 year
amortization Cycles

>Inflexibility in
budget Changes

Shifting
Capital
Expense
money to
Operating
Expense
Budgets
Leads to 3
Trans-
formative |
Opportunities | # .
with Cloud ~
computing.

Price/Value




Cloud Services Lead to Transformative
Opportunity #1: Price/Value

Disconnect Price from Cost

\ P r —~ p= I:
~ / 4 :‘ : R -Ilj i 4 -]

/4
U U

Q - P
IT from making

sensible decisions -— i

Reconnect Price To Value

sCustomers pay for what they need to do

*Customers trained to evaluate prices in
terms of outcomes

*Providers are free to spend whatever  <Providers balance the “margin”
makes sense between price and cost.



Focus on Outcomes with Cloud-based Sourcing

1. Performance Metrics 2. Service Level Agreements

«Starts With the Customer's View of Service J

*Focuses on Outcomes

Process A Process A Process A Outcome A
Stepl Step 2 Step 3 u
Process B Process B Process B
Out B
Stepl Step 2 Step 3

3. Business Metrics
Income Statement ($ million) |

Demand Management - | T ket Revenue $1,000
Less: Cost of Goods Sold 500 |

Less Operating Expenses:

. Information Technology  Finance & Regulatory
- * Administrative 200

Net Income $100
Gartner Business Value Model " P

-~

4. Financial Metrics

= = = _I..u--F’_ T o P g



Shared Resources Leads To Transformative

Opportunity #2: Diversification

Technology Models

e Shared services

» Standardized
business processes

» Server consolidation

* App. consolidation

e Instance consolidation
» Web site consolidation
« Content consolidation

,E Eﬁ&x\

T T TT Uy
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Relationship Models

«Service Strategy

*Relationship
Management

Performance Review
e|Interaction Focus

*Staff Interaction

Gartner



Relationship and Governance Model

Builds Confidence is Multiple Providers
Efficiency

Enhancement

Transformation

Service receiver

Service receiver

Joint effort to establish

Service dictates SLAs dictates business business objectives
Strategy rules; joint strategy and dev. strategy
Relationship Operations mgmt. Business mgmt. and Executive oversight and
Management relationship manager business mgmt. and
relationship manager
Annual bench- Customized review Continuous joint
Performance marking of SLAs cycle (quarterly or by review; predefined
Review project milestone or success criteria
deliverable)
Interaction  primarily contract Mix of contract and Relationship
Focus relationship dominates
Staff Contract teams Business process Specific taskforce and

Interaction

teams

executive oversight




“Pay Only for What you Need” Leads to
Transformative Opportunity #3: Agility

“Pay as you go” can be liberating
«Start paying when you want

Dear Cloud Customer

You have exceeded your expected usage plan. «Stop paying when you need to

Substantial taxes, fees, and data transfer rates
now apply. Just add us to your bank account *Pay for what you need, not what you

and make this easier. have

Yours, .
/A C|oud Billing Services *Handle unpredictable demand

Beware On-Demand Overspending
*Budget specialists don'’t like uncertainty

sLearn from mobile phone plans
«Can you cap your own usage”?
*Who will track it?

oIs it even possible to cap it at the risk of
halting business progress?

3 >

M i i Sorry, you can’t send out that = S _
© 2009 Gartner, Inc. and/or its affiliates. All rights reserved. |nVO|Ce because you Overused 'i
your minutes allocation! | ‘




Trust Changes Things: The Two-Year Tipping

Point

Within two years of contract signature, the majority
of outsourcing performance issues are the result of
an imbalance of trust and control between the
Internal and external service providers.

Source: Gartner Sourcing Analyst

Gartner



Risks of a Cloud Model: What Scares An Enterprise

About Cloud Computing?

General Off-Premise Concerns

Additional Cloud Computing Concerns

*»Service availability, capacity and
performance guarantees

“*Provider security, privacy and disaster
recovery policies and procedures (e.q.,
privileged user access)

*»*Service metrics, reporting and analysis

“»*Support e-discovery & investigations

*»data ownership, recovery and
migration

*»Integration with on-premise systems

“*Commitment requirements
“*Terms, minimum use

“»Setup, training and integration fees
+*Difficult to customization
“*Difficulty changing providers
“*Governance of sourcing process

*»Data/Process location and isolation
“*Regulatory Requirements
“»*Data ownership & portability

<*No transparency to provider
operations

“*No Redundancy
<*Uncertain Remediation of Failures

“»*Integration and process integrity
across the cloud

“»Hidden supply chain impact
(subcontracting by provider)

“*Immaturity of vendors & standards
“*App. Dev. Skills & models
“*Licensing issues

“*Unproven financial model

| lJse vs. asset ownership




...S0 Governing Interactions Is Essential

Providers Will And Do Limit Their Responsibity

DISCLAIMER OF WARRANTIES

GOOGLE AND PARTNERS DO NOT WARRANT THAT (i) GOOGLE SERVICES WILL MEET YOUR REQUIREMENTS, (ii)
GOOGLE SERVICES WILL BE UNINTERRUPTED, TIMELY, SECURE, OR ERROR-FREE, (iii) THE RESULTS THAT MAY
BE OBTAINED FROM THE USE OF GOOGLE SERVICES WILL BE ACCURATE OR RELIABLE, (iv) THE QUALITY OF
ANY PRODUCTS, SERVICES, INFORMATION, OR OTHER MATERIAL PURCHASED OR OBTAINED BY YOU THROUGH
GOOGLE SERVICES WILL MEET YOUR EXPECTATIONS, AND (V) ANY ERRORS IN THE SOFTWARE WILL BE
CORRECTED.

from section 14 part b- http://www.google.com/apps/intl/en/terms/user_terms.html

(% N

SLA EXCLUSIONS

THE SERVICE COMMITMENT DOES NOT APPLY TO ANY UNAVAILABILITY, SUSPENSION OR TERMINATION OF
AMAZON S3, OR ANY OTHER AMAZON S3 PERFORMANCE ISSUES... (II) CAUSED BY FACTORS OUTSIDE OF OUR
REASONABLE CONTROL, INCLUDING ANY FORCE MAJEURE EVENT OR INTERNET ACCESS OR RELATED
PROBLEMS BEYOND THE DEMARCATION POINT OF AMAZON S3....; (Ill) THAT RESULT FROM ANY ACTIONS OR
INACTIONS OF YOU OR ANY THIRD PARTY; (IV) THAT RESULT FROM YOUR EQUIPMENT, SOFTWARE OR OTHER
TECHNOLOGY AND/OR THIRD PARTY EQUIPMENT, SOFTWARE OR OTHER TECHNOLOGY (OTHER THAN THIRD
PARTY EQUIPMENT WITHIN OUR DIRECT CONTROL);

from http://aws.amazon.com/s3-sla/
\ v

Gartner




Save Money through Building Trust, or...

The Cloud
Adopt Services Adopt Trust
as Technology Services as Chasm
Replacements Services
‘-l'..
O‘ “
— 3
laaS APaaS SaaS Business .’0‘
Services E
False Assumptions Ry
“We must have visibility es®
— m B
*\We must control Severely limit Choose
*We must manage or abandon the | Your Path
*\We must Remediate approach

ourselves

*\We must continue to
do the same things as
before

Transformative
Cloud
Computing

Key Tenants

*Trust Providers to
do their Jobs

*Hold them
accountable if they
do not

*Be prepared to
abandon providers

*Change what your
business does

Gartner



Relationship Basics:

Six Ways to Build Trust

e Focus: What is the business
objective of the relationship?

* Fit: What are the benefits, values
and risks?

 Fulfillment: What are the desired
outcomes and expectations?

e Function: How will the
relationship be implemented and
partners managed?

e Financial: How will the relationship
develop goals and be measured?

e Future: How will the relationship evolve, and how will
relationship strategies change?
Gartner.



The Enterprise Response: The Public to Private

Cloud Services Spectrum
Private

Public

No owned Assets and
Scopeis open to
anyone who can pay
for service as
delivered by provider

ned Assets an
Scope is Bounded
Exclusive

embershlp define

y CcO y/Entit
W y Distinctions are made at the extremes but

Good Control many examples exist somewhere between. Less Control
Lower Value High Value

Pros Cons
*More Control «Continued Asset Owner
eLess Latency Reduced Economies of Scale
*More Secure *Reduced Sharing

sLearning Environment *Reduced Flexibility

ice/Cost" to “Price/Value” | «.CapEx Dominated

Gartner



Poll Question

Question: What type of help with Cloud Services will you need in 20107

1 — Hosting — A Company to host services in public or a community private
scenario

2 — Building — Training or Professional Services to Help build cloud services

3 — Brokering — A third party to back up data or customize services

Please select all that are appropriate

Gartner



Cloud Services Brokerage: Sooner or Later, We

all need help to build Trust

A Service Delivery/Consumption Model Requires Brokerage
*Banks intermediate Mortgages

4| Insurance Companies Intermediate Policies
| sDiscounters aggregate supply chains
*Expedia Aggregates Reservations

Brokerage ¥
IS part of
our lives! |

«Carriers Aggregate telecom services
«System Integrators Customize apps
*B2B Companies Broker Messages



Cloud Service Brokerages: A Huge Opportunity

Type 1: Cloud Service Intermediation

(e.g. — Sonoa Software) A brok _ _
Cloud Service Service rokerage Is a service

Service Intermediation Consumers business that adds value to
other services on behalf of
service consumers.

Identity ‘
Access

Performance
| Type 2: Cloud Service
Aggregation (e.g. Grand Central)

Cloud Service New Service
Services  Aggregation  Service Consumers

Policy

Security

. Dat

Brokerages will have the m?ezrauon
opportunity to consolidate Data Model

services and become a Federation

new generation of value- Trust

Management
added resellers and | - ‘
] ntermediation
packaged service
providers.

Gartner



Dawn of the Living Dead Marketplaces:

Building Cloud Relationships

*How will you find The Right
Service Providers?

*How will you know if
you can trust them?

*What will help you
determine what type
of brokerage is best?

*How will you identify
the right brokerages?

*Who will host the Services you
outsource to the cloud?

Learning from Sister Markets

& TRADEKEY "

Your Key To Global Trade

EC21

- BR. TradeHolding.com

Brazil Import Export Directory

Sterling Commerce
An ATET Lompanmy

© GXS

Tradino Grid®

'Saxway

Buls ﬁ

sSsoOonoa



http://www.tradekey.com/
http://br.tradeholding.com/odp/index.cgi?show=/Regional/South_America/Brazil/
http://www.sterlingcommerce.com/
http://www.gxs.com/
http://www.bull.com/

What Kind of Scenarios are Being Used For

Cloud Computing?

Prototyping/Proof of Concept @ -Try before you buy

*Web Application Serving

*E-Mail
*Collaboration
*Application Appliances

*«SaaS

-Unpredictable

workloads
-Peripheral Processing

@ -Avoid Cost
-Large interactive

customer base

-Avoid Redesign

-Rapid Provisioning
-Huge Economies of

Scale

Gartner



Hype Cycle for Cloud Computing

Cloud Computing

'In the Cloud' Security Services

expectations
Compute OO
Infrastructure Services . .
Cloud/Web Platforms Q Public Cloud Computing/the Cloud
Enterprise Portals as a Service :
Elasticity S
O
. .
Real-Time Infrastructure

Cloud Storage
Cloud Security Concerns
CIoud-IIEnabIed BPM Platforms
Clolud-Based E-Mail Services O

Cloud Appliqation Development Tools O

O
Integration as a Service

Hybrid Cloud Computing
Business Process Utility ol
Private Cloud Computing Application
DBMS in the Cloud O~ platform
Cloud Computing for as a Service
the Enterprise Virtual Private ®
Cloud Computing D Grid Computing
QO ‘Cloud Advertising
Virtualization _
SaaS Sales Force Automation

|
Cloud Service
Tera-architectures
As of July 2009

Mar}agement Tools 5
Cloudbursting/Overdraft S
Cloud Computing/ . .
Saas$ Integration Cloud-Driven Professional
IT Services and Solutions Saas -
Cloud Services Governance IT Infrastructure Utility
Peak of Slope of Enlightenment Plateau of
Technology Trigge[nﬂated Expectatioﬁ-éough of Disillusionment 9 Productivity
time >
obsolete
A\ more than 10 years & before plateau
Gartner

Years to mainstream adoption:
O 2to5years @® 5o 10 years

O less than 2 years



Recommended Reading

v'Cloud Computing: Defining and Describing an Emerging
Phenomenon — D. Plummer

v'Five Refining Attributes of Public and Private Cloud Computing — D.
Plummer

v'After the Next Big Thing: The Consequences of a Cloud Computing
Scenario — J. Fenn

v'Using the Right Words Will Ease Cloud Computing Confusion — D.
Plummer

v'Three Types of Cloud Brokerages Will Enhance Cloud Services — D.
Plummer

v'Three Levels of Elasticity for Cloud Computing Expand Provider
Options — D. Plummer

Gartner



Thanks for participating!

Do you have any guestions?

 If you haven't done so already, please “Fie View Heb SIEEE
type your questions into the Questions =) Audio
Audio Mode: ® Use Telephone
pane' E Hee TR O Use Mic & Speakers @
* We will answer as many of your @®
guestions as time permits. o
[=| Questionz
Questions Log 3
Welcome! Pleaze type any questions/comments
in the Question and Answer zection of your
control panel. ]
[Enter a question for =taff] A
Send

Gartner



Looking to reduce your IT costs?

Gartner can take the cost out of IT In four ways

Gartnee e : » Get the best pricing and
IT and The Economy terms for your IT purchases
Cost Optimizatior Dialugue . . .
T i oo * |dentify major cost-saving

Four Levels of Cost Optimization

mmmmmmmm —
oo e —— opportunities
__':'“I_vr“_u_‘l_';:_-nn#u 5 ard -:‘-'M i Bt gariner coadoma imorg)

Crtreter: Gr's st rassinr 1T snrvies
13 rcred s To o fln sty

S * Implement cost-saving

‘lllﬁiﬂllllllm Hllbﬁmhld"
4 lu-'n-nill
R - Pt u..-...

i technologies

SHEEEIS  ERe * Implement cost-saving
. B process improvement

Gartner



Two simple steps for increasing the value

of today’s webinar experience

e Contact your Gartner account executive
(or e-mall GartnerWebinars@gartner.com) with
any additional questions, comments or
requests—or to order a complimentary copy of
today’s presentation

 Visit gartner.com/webinars for a schedule of
upcoming Gartner webinars (plus replays of
previous webinars) and share these resources
with your colleagues

Gartner
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