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Integrating modules

Cost models

costs. Adding best-in-class components to this
backbone can ensure that companies achieve the
best functionality in areas that are important.

Selecting this core infrastructure needs to be
based on more than functionality, however. The
ability to integrate with other applications is key
to this strategy, since any missing functionality
needs to be provided by other applications. 

The growing maturity of web services inter-
faces promises to make this type of integration
much easier. Integration middleware can connect
a large number of applications, and the skills nec-
essary to deploy the web services-based middle-
ware are more available and cheaper than skills in
proprietary languages and technology.

In the longer term, service-oriented architec-
ture will make application integration even easier.
The componentisation of applications will simpli-
fy adding functionality or replacing applications.
But in the short term, mid-market organisations
should look at which vendors have the long-term
stability, broad application portfolio and dedica-
tion to openness needed to provide a strong foun-
dation for their application infrastructure. ■

NY BUSINESS THAT NEEDS MORE THAN JUST

Microsoft Office to run its business is faced
with a fundamental choice: Buy everything from
one vendor or the best parts from many? 

Buying everything from one vendor can be
tempting. This approach provides a single source
for problem resolution, and integration costs
should be minimal. However, there are risks. An
organisation that buys from one vendor places
itself completely in the hands of that vendor.
Future price hikes and restrictive licensing agree-
ments may be unavoidable, and it will be hard to
swap out for better or more advanced functionali-
ty if the vendor falls behind in the market.

A best-of-breed approach may provide the
highest business functionality, but this may also
mean a longer, more expensive implementation
cycle. Users are also more exposed to market
changes: shifting business requirements or failing
vendors can have a big impact on support and
maintenance costs.

A hybrid approach may help users to negate
risks and cost. By buying a core application stack
from a single vendor, users can cut integration
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T IS RARE THAT TECHNOLOGY OUTPACES THOSE

who sell it, but that is exactly what has hap-
pened in application licensing. Advances in the
ways software can be delivered and in the hard-
ware it sits on have caught vendors off-guard. 

Historically, customers negotiated a payment
and were given a package to use until it was
replaced. Variants on this theme have evolved but
there was never a mainstream alternative. 

In the twenty-first century, the software
industry has caught on to product rental, sub-
scription and hire purchase. But it has taken the
arrival of a new kind of application, hosted online
by the vendor, to provoke the change. 

Vendors of hosted applications – application
service providers (ASPs) – charge by the month,

typically under one- to three-year contracts.
Salesforce.com, RightNow and other ‘net natives’
offer only this service; Siebel, Sage and SAP offer
a hybrid of hosted and traditional client-server
applications, which they claim offers customers
more flexibility. 

Removing upfront costs is particularly appeal-
ing for smaller companies who are unable to
gamble with large licence fees for applications.
And while some analysts warn the cost can out-
weigh licence fees when the software is run for
more than three years, most customers accept the
trade-off for painless, predictable outgoings. 

But some of the large investors have been
slow to respond: sales teams are not geared up to
chase deals with small initial outlays; sudden
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