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1. Introduction and Background

1.1  The aim of this White Paper is to describe the rationale for, and current delivery of, web based application services for general business use. 

1.2  KCS operates in the financial services, utilities, retail and public sectors delivering leading edge business and systems solutions.  Capabilities include strategic business and systems change, rapid systems development and e-commerce applications.

1.3  Keystar Consultancy Services' mission is to  provide leading-edge quality business and systems  solutions encompassing: 

· Business Change


· Programme / Project Management


· Strategic Systems Planning


· Rapid Systems Development


· Process and System Usability Evaluation.
The KCS skill set currently encompasses:

· Strategic Consultancy 

· Strategic Information Systems Planning

· Programme and Project Management 

· Business Analysis and Requirements Definition

· Product Evaluation and Selection 

· Usability Evaluation 

· Rapid Systems Delivery 

· Workflow and Document Management.
1.4  The background to this White Paper is the work KCS has undertaken with customers and partnering with other consultancies on the strategy and tactics for delivering and using ASPs.

2.  The What and Why of ASPs

2.1 An ASP is a company who owns primary software licence(s) for an application and who makes that application available to clients as a service over the internet or via private circuits.  The application runs on the ASP’s hardware or on hardware facilities contracted to the ASP, and the client pays for the service against some form of tariff and Service Level Agreement (SLA).

2.2 ASPs can be likened to sleeker, more effective and secure, modern versions of the 1960s/70s on-line computer bureau service operations.  There is often confusion between using ASPs and outsourcing IT Services.  Application Service Provision is a separate niche marketplace differentiated from outsourcing by software licence ownership.  Outsourcing companies do not normally own the licences of any software being run on behalf of a client.  The strong link between outsourcing and ASPs results from the reality of business usage of the services.  Clients often need to outsource the running of legacy systems (sometimes bespoke code) and take on new, cost-effective services from an ASP.  The two types of service organisation may be supplied from the same corporate “umbrella” (EDS or IBM), they may be contractually linked, or perhaps not be linked at all.  However, they are often inextricably linked in the mind of the end-user as part of a single system strategy / solution.  
2.3 A contextual diagram showing the business / system architecture of an ASP is shown in Figure 1 below.

Figure 1.  ASP Business / System Architecture
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2.4 The original computer service bureaux flourished during the 1960s/70s by providing general purpose facilities to an expanding market, that for cost and risk reasons had little or no in-house IT expertise.  As computing became more prevalent, the skills required more readily available, applications more complex and infrastructure much cheaper, the bureau market died away.  Unfortunately the IT profession has a relatively poor record in developing re-usable and “future-proofed” architectures and systems.  The past forty years is littered with “build and junk” applications and technology, all in various attempts to address business needs speedily.  

2.5 However, business needs continue to grow and time to market issues continue to press.  IT staff and skill shortages remain and risks and issues look even more daunting.  It is therefore not surprising that the concept of the bureau (with someone else taking much of the strain) has re-appeared as ASPs.  In some cases the ASP’s role is to take on peripheral but expensive application sourcing (office systems, for instance).  In other circumstances the ASP is supplying core business applications (CRM, ERP etc).  From the uncertainty of failed and/or risky internal development and operations, ASPs offer the promise of being able to buy defined functionality and service levels at competitive prices (and have a clear target to kick, if all doesn’t go well!). 

3.  The ASP Marketplace

3.1  As with all new IT products and services, market estimates project massive take-up and growth:

· Dataquest predict an international ASP marketplace worth $22bn by the end of 2003;

· The ASP Summit in Denver estimated actual market worth of $3.9bn in 1999, but projected growth to between $19bn and $23bn by the end of 2003;

· Gartner Group estimate market size of $25.3bn by the end of 2004, but foresee the ASP mix as being significantly different, with 60% of today’s service providers amalgamated or vanished.

3.2  What is clear is that the market is maturing quite quickly with major players beginning to offer mission critical business applications.  In the space of two years the market has moved from start-ups and web hosts offering ASP “add-ons”, through the entry of the major players offering utility applications, towards a few major players offering configurable core business applications.  Today’s 450 ASPs world-wide could agglomerate into less than fifty in five years.

3.3  The types of applications that are currently available from ASPs are:

· Customer Relationship Management
· Siebel 
· Onyx
· Pivotal
·  Database Services
· MS SQL Server
· Oracle Corp. Oracle 8
· IBM DB2 UDB
· E-Commerce Applications

· Ariba and Commerce One

· Broadvision

· Enterprise Resource Planning

· SAP R/3 MySAP.com

· Peoplesoft, Baan, JD Edwards

· Mail, Messaging and Collaboration

· Microsoft Mail, Exchange, Hotmail

· Lotus Domino

· Office Productivity
· Microsoft Office

· Sun StarOffice 

· Operating System Service

· Windows NT, Windows 2000

· Solaris, AIX, Linux etc

· Web Services

· Web Meetings  - Placeware

· Sun StarOffice

4. Current and Future Issues

4.1  A number of issues relating to the practical use of ASPs have arisen during the initial phases of market development.  Whilst they appear to have been mastered in the short term, they remain to be solved before mass adoption takes place.  The issues are:

· Service levels, contracts and software licensing are all areas which are crucial to the effective delivery of service to an enterprise via ASPs.  Whilst internal IS organisations generally have experience in these areas, past history does not always show their prowess in a good light.

· The role of the IT Director and the functions of the in-house IS Department could radically change from planning, managing and doing, to planning, procuring and monitoring.  This change will accentuate the need for cohesive business / systems strategy and day-to-day business focus.

· Legacy systems are seen as a major barrier to ASP adoption in many enterprises.  Business and IT functions need to work together to lessen reliance on legacy systems and build effective business processes around configured offerings from ASPs.

· Security and Business Recovery.  ASPs focus on service delivery and profit, not security.  Security and Business Recovery require skills and expertise.  ASPs are prime targets for malicious hackers and major client assets requiring careful vetting, risk assessment, and contractual engagement by prospective users. 

5. Contact KCS

5.1 If you have a business problem you would like to discuss, or require assistance in the ASP arena, please contact Bruce Spicer at Keystar Consultancy Services at any of the following:

CONTACT:
Bruce Spicer

Email: 
bs@keystar-consultancy.com
Write:

Keystar Consultancy Services Ltd




Abbey House




Grenville Place




Bracknell




RG12 1BP




UK

Telephone:
+44 (0)1344 423996

Fax:

+44 (0)1344 424024
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