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On Priorities for 2005

Do you make lists? Whether it’s shopping lists, check lists, selection criteria 
lists, reading lists or to-do lists, we all make them constantly, and unlike New 
Year resolutions, most lists are made for a serious purpose. This month we 
think is a good time to take stock of what’s in store for 2005, and we suggest 
a “to-do list” might be a great way to concentrate the thinking.

Many organizations are now moving to make SOA reality, and it’s pretty clear 
that next year is going to see SOA concepts and technologies maturing fast. 
Our “to-do list” is a generalized list, yet it should be broadly applicable to 
most architects, CTO’s, program managers and technical leaders. This list 
is also very useful for us here at CBDI – because this helps us develop our 
research priorities.

In a recent report1 we emphasized the criticality of getting business buy in 
to the service oriented strategy, because services are essentially a concept 
that enables business IT convergence. We also advised2 that governance is 
critical to the service strategy, to ensure the objectives are clearly understood 
and shared by business and IT. SOA is a strategy, and while it can and must 
be delivered incrementally, the overall execution must be undertaken within 
the strategic framework.

Editorial
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We would really like to 
get input from members 

on what they would like to 
see CBDI focus on during 

2005. Let us know and we 
will do our best to respond.

1The Business Case for SOA http://www.cbdiforum.com/index.php3
2CBDI Governance Report Series http://www.cbdiforum.com/secure/interact/2004-09/soa_governance_
framework.php
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We have started to examine justification approaches 
for SOA, and we will continue to develop ROI models in 
more detail and to refine the governance framework.

Earlier this year we examined the question of how to 
manage agility and adaptability in SOA3, and raised the 
issue that as an industry we have no mechanisms for 
measuring and monitoring agility. Yet as we all know, you 
get what you can measure, and what you can’t measure 
– you don’t get! So we are encouraging enterprises to 
communicate and create understanding around what 
constitutes real agility. By now most IT and business 
people recognize lack of agility – just take a look at 
the typical implementation of a packaged enterprise 
application. What’s needed is a radical approach to 
defining the requirements, the costs and value of agility. 

Over the coming year we shall further develop practical 
models for managing agility.

We hear the predictable noise and confusion about SOA 
and particularly ESB. We say “get over it” the basic ESB 
pattern is an important layer for all enterprises and there 
will be many ways to skin this particular cat. Unlike many 
other analysts we have already gone further in defining the 
scope and content4 of the architectural views and in the 
coming year we will continue to develop these in depth.

Over the past couple of years we have focused strongly 
on developing guidance around SOA and service 
orientation. Long standing members of CBDI will 
understand that our service thinking is based on the 
bedrock foundation of the component model – of which 
the service is an essential part. We advise5 very strongly 

3Business Adaptability and Adaptation in SOA http://www.cbdiforum.com/secure/interact/2004-02/business_adaptability.php
4Moving to SOA http://roadmap.cbdiforum.com/reports/soa/
Time to Board the Enterprise Service Bus? http://www.cbdiforum.com/secure/interact/2004-07/Enterprise_Service_Bus.php
Composite Applications http://www.cbdiforum.com/secure/interact/2004-09/composite_apps.php
5Component Based Service Engineering http://www.cbdiforum.com/secure/interact/2003-11/comp_based_srv_eng.php3
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Roadmap Report

By Lawrence Wilkes

that effective component architecture is absolutely 
essential to delivering an achieving an agile SOA as well 
as the virtualized and on-demand environments. Over 
the coming year we will be prioritizing this research area, 
particularly focused on documenting best practice in 
successful component architectures.

Earlier this year we introduced the ideas of life cycle 
management6, and stressed the importance of creating 
a tight control and feedback loop between the business 
specification and deployed service. In general the area 
of SOA life cycle management, methods and tools is 
relatively immature, but we anticipate good progress 
during 2005, and we will be tracking this very closely. We 
are already working on detailed guidance on modeling 
and design approaches and will be prioritizing SOA 
method and tool reviews.

In our work with enterprise customers we see organizing 
for the separation of concerns as being key. Earlier this 

year referring to the separation characteristics of SOA we 
commented that, “. . . these seemingly simple ambitions 
however have the potential to revolutionize business 
and IT organizations.”7 During 2005 we will continue to 
develop this thinking; expect us to focus on defining the 
newly specialized roles plus interesting topics such as 
contract based organization and management, practical 
SLA implementation, skills development and more.

In our lead report this month we provide an overlay and 
pointers to our core Roadmap activity based on this 
assessment of the 2005 To-Do list.

We would really like to get input from members on what 
they would like to see CBDI focus on during 2005. Let 
us know and we will do our best to respond. All good 
wishes for the upcoming holiday season and for the fast 
approaching New Year.

David Sprott CBDI, December 2004

6Establishing a Service Lifecycle http://www.cbdiforum.com/secure/interact/2004-01/establishing_service_lifecycle.php
HP’s Strategy for Managing the Adaptive Enterprise http://www.cbdiforum.com/secure/interact/2004-06/Managing_Adaptive_Enterprise.php
7Towards the Service-Oriented Organization http://www.cbdiforum.com/secure/interact/2004-01/towards_service_oriented_org.php
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Roadmap to 2005

The CBDI Roadmap provides continually updated guidance on 
transitioning to SOA. In this report we consider the priorities for 2005 
and provide an overlay and pointers to the core CBDI materials.

Introduction
Transitioning to SOA is a long term project. While we know a couple of 
organizations that are taking a rather dramatic approach to the change, most 
of us will make the move in a carefully choreographed, incremental manner 
over many years.

During 2005 we anticipate enterprises will put some really important building 
blocks in place, as well as demonstrate real progress. While the standards, 
platforms and tools are still relatively immature, the basic functionality 
available is really quite adequate for many purposes.

We have also stressed the incremental and long term nature of this 
transformation and the importance of ensuring key architectural policies and 
patterns are introduced as soon as possible. There’s much more to SOA than 
simply conforming with interop standards, and much of this can and should 
be put in train as soon as possible.

In our CBDI Roadmap work1 we have adopted an approach that separates 
transformation topics – we call them streams2, as a simple, tried and tested 
mechanism for managing change. We recommend prioritizing the following 
activities during 2005: 

Plan & Manage Stream
A. Get business buy in to the service strategy to ensure business governance

Recommendations

1. Develop an ROI Template for SOA projects that assists in 
persuading the business to invest in SOA. Justify how SOA and 
Web Services will help the business, not just IT. Balance project 
funding for immediate requirements vs. the need to deliver services 
that provide long term reuse and agility.

2. Focus on opportunities to demonstrate Business/IT alignment, 
such as the delivery of Services that reflect meaningful Business 
Services and business products.

3. Initiate Business Service Bus projects in collaboration with the 
business. Agree business ownership.

1The CBDI Roadmap www.roadmap.cbdiforum.com
2CBDI Forum Roadmap Planning http://roadmap.cbdiforum.com/reports/planning/
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Resources

ROI – The Costs and Benefits of Web Services and 
Service Oriented Architecture
http://roadmap.cbdiforum.com/reports/roi/

The Business Case for Service Oriented Architecture, an 
Introduction to SOA for Business Managers
http://www.cbdiforum.com/secure/interact/2004-11/
Business_Case_Service_Oriented_Archi.php

B. Communicate and refocus the entire organization on 
delivering real agility

Recommendations

1. Develop communication program around 
business agility, ensuring proper understanding 
of the differences between technical loose 
coupling and reduced dependencies.

2. Establish the business and technical 
requirements for agility and attach values, costs 
and benefits.

3. Implement an agility metrics program to 
measure and monitor.

Resources

Business Adaptability and Adaptation in SOA
http://www.cbdiforum.com/secure/interact/2004-02/
business_adaptability.php

C. Fix the organizational issues to facilitate shared 
components and services

Recommendations

1. Componentize projects. Separate provision 
from consumption and solution assembly.

2. Introduce provisioning as a separate activity 
to ensure projects are reusing and acquiring 
components and Services, and not reinventing.

3. Reward reuse.

Architecture Stream

A. Establish key (component and service based) architectural 
principles that guide long term activity

Recommendations

1. Identify core components and services.

2. Review enterprise applications in portfolio.

3. Develop long term portfolio plan.

4. Develop policies and patterns for composite 
applications.

5. Implement SOA governance framework.

6. Initiate Infrastructure Bus projects to define 
the architecture for key areas of infrastructure 
services such as security and management

7. Ensure interoperability and possible reusability, 
publish SOA and Web Service usage guidelines 
for Service and message Design, Service 
Architecture principles and Web Service 
protocol usage and interoperability profiles

Resources

Composite Applications
http://www.cbdiforum.com/secure/interact/2004-09/
composite_apps.php

Enterprise Applications and SOA?
http://www.cbdiforum.com/secure/interact/2004-09/
enterprise_apps_soa.php

Infrastructure Stream
IT should kick off various projects to service-enable the 
infrastructure and middleware. Ensuring secure Services 
will be the number one priority in most organizations

A. Implement Enterprise Service Bus capabilities

The term ESB will primarily be used by vendors as the 
label for a layer of middleware products that contain 
service-aware messaging, routing, management, 
transformation, etc. Note our key advice in this area that 
ESB is not primarily a product, rather an architectural 
pattern. Expect that:
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• major vendors such as IBM will offer multiple 
pattern capabilities

• more vendors will enter the area with new or 
existing products relabeled as ESB

• there will be ongoing market consolidation

Recommendations

1. Initiate ESB implementation project. Determine 
infrastructure capabilities that are available or 
required to support the ESB architecture.

2. Deliver targeted Infrastructure Services Bus. 
Identify all the services required to support a 
specific infrastructure domain such as security, 
essential for long term agility.

3. Introduce Service Management capabilities 
such as monitoring, and managing Service 
Level Agreements.

B. Deliver policies, patterns and infrastructure for secure, 
reliable services

Expect approval and product support of WS-protocols 
to enable secure, reliable, transactions during 2005. The 
joint proposals from IBM and Microsoft to support this 
requirement are now often referred to as STAR= Secure, 
Transacted, Asynchronous, Reliable.

Recommendations

1. Initiate STAR project. How will secure, reliable 
transactions be implemented across the 
organization, and between trusted partners?

2. Initiate collaborative STAR project for cross 
ecosystem and/or with trusted partners.

3. Define core transaction and process patterns, 
plus STAR protocol guidance for internal and 
external usage.

4. Define core reliability, trust and security policies 
and patterns.

5. Publish interim approaches using technologies 
and products that will minimize transition to 
STAR.

Resources

Time to Board the Enterprise Service Bus?
http://www.cbdiforum.com/secure/interact/2004-07/
Enterprise_Service_Bus.php

Implementing WS-Security Using Application Servers
http://www.cbdiforum.com/secure/interact/2003-11/
impl_ws-security.php3

Web Service Management Trends
http://www.cbdiforum.com/secure/interact/2004-11/
Web_Services_Man_Mkt_Trends.php

Process Stream
SOA is not just the application of Web Service 
technology. SOA should provide the best practice and 
guidance to ensure the technology is used to advantage. 
The real shift in process would be better labeled Service 
Orientation – not SOA. Expect to see the term increasingly 
used in 2005 in preference to SOA to describe the overall 
approach to service delivery

Componentization of resources is an essential part 
of the SOA. Monoliths and tightly coupled resources 
cannot easily be virtualized or redeployed on demand 
and internal dependencies constrain agility. CBDI 
recommends the adoption of Component Based Service 
Engineering (CBSE) that combines Component Based 
Development and Service Orientation

Recommendations

A. Establish delivery methods and tools framework

1. Review existing methods and tools policies 
and practices. This is likely to be an area of 
significant change, and automation is going to 
be key.

B. Plan and execute on skills development

1. Initiate appropriate training on Service 
Orientation and SOA, Componentization 
and CBSE, Web Services and appropriate 
technologies.

2. Ensure training on above at levels appropriate 
to all audiences including Business, IT 
Management and Developers.
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C. Define how the service lifecycle integrates business 
process through to deployment

1. Implement asset management to manage 
Service as a first order resource across the 
lifecycle.

2. Implement a component and service registry to 
simplify asset publication and discovery.

D. Organize for separation of (provider/consumer) roles and 
responsibilities

1. Scope projects based on SOA layers separating 
service provision from composite application 
assembly and isolating delivery of business 
services from back-end resources and 
consuming composite applications.

2. Formalize the publication of Service 
specification, policies and other meta data.

3. Introduce Chinese Walls to encourage delivery 
and use of formal service specifications 
between projects.

Resources

Component Based Service Engineering
http://www.cbdiforum.com/secure/interact/2003-11/
comp_based_srv_eng.php3

Establishing a Service Lifecycle
http://www.cbdiforum.com/secure/interact/2004-01/
establishing_service_lifecycle.php

HP’s Strategy for Managing the Adaptive Enterprise
http://www.cbdiforum.com/secure/interact/2004-06/
Managing_Adaptive_Enterprise.php

Projects Stream
Most projects will be driven by business needs. Some 
projects will be specifically initiated to leverage SOA 
and Web Services for improvements in integration 
and process optimization. In parallel, IT should 
initiate projects to provide the SOA infrastructure (see 
infrastructure stream)

A. Demonstrate ROI

Whilst always solving an immediate justifiable need, 
in the early learning phase many SOA projects will be 

proving the value of SOA and will be closely observed. 
Organizations should understand how the application 
of SOA demonstrably impacts the ROI to the business 
and/or IT.

Recommendations

1. Early learning SOA. Projects characteristics 
including use of conversion scenarios, simple 
services – straightforward service and message 
design, basic protocol usage (SOAP/WSDL). 
Look for quick hits with a high ROI – where a 
small investment in simple service enablement 
yields big business value.

2. Higher Value projects. Targeted B2B Supply 
Chain Optimization in collaboration with close 
business partners. Start with areas that don’t 
rely on STAR, such as improving information 
visibility across the supply chain via simple 
services. Targeted Business Service Bus in 
areas that would have maximum enterprise-
wide applicability, for example in horizontal 
domains such as HR. Develop and publish 
Semantic standards for each business domain

3. Long term projects. Resource owners 
should develop plans for the transition of 
key applications to a component and service 
architecture including initiate componentization 
assessments, initiate service enablement 
projects to expose key interfaces on core 
applications as implementation-based services 
for reuse in BSB and ESB to support new 
composite applications.

Resources

Applying Web Services – conversion and exploitation 
scenarios
http://roadmap.cbdiforum.com/reports/applyingws/

Composite Applications
http://www.cbdiforum.com/secure/interact/2004-09/
composite_apps.php

SOA – Save Our Assets
http://www.cbdiforum.com/secure/interact/2003-11/
soa_save_our_assets.php3
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Corporate Membership Fact Sheet

• Moving to Web Services and Service Oriented Architecture?

• Need to communicate new concepts and practices throughout your 
organization?

• Consider a corporate subscription to CBDI

A CBDI Corporate Subscription provides valuable resources for technical leaders: 

• The CBDI Journal – acclaimed as a source of insight and stimulus. Up to 10 
paper copies per corporate entity, plus available on-line in HTML and PDF 
formats

• Online Reports – access to all CBDI resources, including back numbers of CBDI 
Journals.

• Presentation materials – all illustrations used in the CBDI Journal, plus CBDI 
public presentations are made available in PPT format for members to use 
directly in their own presentations.

• Patterns & Practices Library – a continuously updated resource detailing best 
practices in Component Based Development and SOA 

• CBDI Workshop Materials – fully scripted presentations covering all aspects of 
SOA and Web Services for internal communications.

• Analyst Hot-line – contact a CBDI analyst and get direct feedback and 
assistance. 
We will do limited research specifically for our members, for example identifying 
relevant case studies, approaches and patterns.

• Discounts on Services – corporate members receive automatic discounts on 
consulting and workshop rates.

Next Step

Contact CBDI by email at

membership@cbdiforum.com

or by telephone at

+353 28 38073

You can pay for your corporate membership by company purchase order or credit card 

to obtain immediate access to CBDI resources. We will rebate any outstanding current 

Silver subscription on a pro rata basis. 



Market Trend Report

10 CBDI JOURNAL © CBDI Forum Limited, December 2004

By Lawrence Wilkes

CBDI JOURNAL © CBDI Forum Limited, December 2004 11



Web Services 
Management
Market Trends – Part 2

Vendor Capabilities and User Intentions

In Part 1 of this report we considered the market trends in Web 
Services Management. In Part 2 we look closer at the capabilities 
of various vendors and consider the intentions of user organizations. 
What service management capabilities do they see as most 
important in the near and longer term, and where do they expect to 
get support for their requirements?

In Part 2 of this report we highlight findings from our survey – of vendors to 
understand their capabilities, and end user organizations for their strategies 
and priorities for service management. The vendor responses are published 
in full on the CBDI Forum website.

Early Days
As we pointed out in Part 1, “Trend 6 – Life in the Slow Lane”, end user 
organizations are moving to Web Services Management more slowly than 
was predicted. This was clear in our survey where half the responses received 
were from user organizations who felt unable to complete the survey because 
they didn’t have enough experience with SOA and Web Services, and they 
had not even begun to plan for service management.

This report is therefore based on the responses from organizations 
completing the survey and this should be bourne in mind with regard to some 
of the statistics in this report.

Customers Web Service Usage

Nearly all user organizations described themselves as being in the early 
stages of their experience with Web Services. Half had less than 5 Web 
Services in production, and whilst many described the volume of service 
requests as low, there were some (mainly financial services organizations) 
who reported high or even very high volumes.

Some user organizations pointed out that they had other Services in 
production that were not using Web Service protocols but did implement 
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a service-based approach (normally combined with 
their component architecture). These organizations 
were also more likely to report a high volume of service 
requests across internal Services. There was a clear 
correlation between these organizations and plans to 
upgrade existing infrastructure to support their service 
management requirements rather than implement 
dedicated WSM products.

User Organization’s WSM Strategy

Most user organizations do not believe they currently 
have the number of Services or the volume of requests to 
justify specific investments in Service Management. Most 
saw the threshold being crossed in 12-18 months time. 
Even so, more than half already have or are developing 
an enterprise-wide Service Management strategy.

Around half the respondents also saw service 
management being the sole responsibility of the IT 
Operations department. As we pointed out in Part 1- 
“Trend 2 – When Two Worlds Collide”, the transition 
to a dynamic SOA environment causes a convergence 
of development and operational concerns. There is a 
significant level of interest in Business Activity Monitoring 
(BAM) with many end user respondents already having 
implemented or planning capabilities in this area.

A couple of user organizations commented that they 
saw the complexity of their environment rather than 
the number of Services as a more important factor in 
requiring them to address service management. For 
example, one made the remark that “even if we still have 
very few Web Services, we still need to take control. We 
have a complex environment.”

Nearly all user organizations said they had little or no 
organization-wide awareness of the actual service 

activity taking place. This is indicative of a tactical 
approach to SOA implementation which will inevitably 
create governance and security issues as well as many 
lost opportunities for service sharing and reuse, which 
has potentially much wider impact than just a suboptimal 
WSM environment.

Vendor Positioning

In Part 1 we commented that the service management 
market does not exist as a separate entity, rather 
service management product functionality will be 
largely consolidated into the conventional infrastructure 
domains. As a consequence it is clear that several early 
entrant WSM vendors are repositioning their offerings.

We asked vendors how they position their service 
management capabilities, and what other service 
infrastructure domains their product might be considered 
in. This is shown in Table 1. Several vendors believe their 
products address multiple domains, often reflecting that 
the service management capability is just one module in 
a broader product set. Larger platform vendors such as 
IBM clearly have other product lines that also address 
these areas – some of which may have some aspects of 
service management capability built in, for example IBM 
WebSphere 6.

Some respondents suggested other categorizations 
that they believed better reflected their capabilities and 
identified separate categories in which they prefer to be 
positioned. Specifically:

• Infravio – Services Registry

• Oblix – Identity Management

• WestGlobal – Business Activity Management

Recommendation 1 – 
Broaden the Scope of Responsibility

Closed-loop monitoring, feedback and response systems 
that constantly optimize the use of business and IT resources 
will require full lifecycle service management that spans 
conventional business, development and operational 
responsibilities. Assigning responsibility for Service 
Management to IT Operations alone will be sub-optimal.

Recommendation 2 – 
 It is never too early to start planning enterprise wide

If organizations don’t currently have an enterprise view of 
what Services they have, it is possible they won’t know 
what service management capability has been implemented 
by various projects either. Without proper planning, service 
management is likely to be introduced in a bottom up fashion 
with capabilities introduced by individual projects to meet their 
own specific needs, adopting custom build or point solutions.



12 CBDI JOURNAL © CBDI Forum Limited, December 2004

Web Services Management Market Trends continued . . .

CBDI JOURNAL © CBDI Forum Limited, December 2004 13



Implementation Approaches

We asked user organizations which classes of products 
they were using or thought were most likely to meet 
their service management requirements. The majority of 
respondents said they expect to address WSM through 
upgrades to their existing systems management, 
middleware and security infrastructure. Many are also 
addressing some of their more straightforward service 
management requirements by simply coding their own 
solutions and leveraging the interfaces offered by the 
platform and existing infrastructure.

Areas where dedicated WSM products were more 
frequently likely to be considered were:

• Defining and managing SLA

• Managing commercial activities (see later note)

It is the provision of external services where these needs 
are highlighted and therefore may not be covered by 
traditional systems management.

Broking, and routing are seen primarily as the role of 
middleware, with a significant number of respondents 
considering ESB based solutions, which they expected 
would also address other service management 
requirements.

ROI and Justification

Vendors tend to justify investment in service management 
on the basis of time and cost saved

• compared to building and maintaining the 
capability in-house

• of ensuring the deployment of secure, managed 
services
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(Web) Service Management Y Y Y Y Y Y Y Y Y Y

Systems Management Y Y Y Y

ESB Y Y Y

Middleware Y Y Y Y Y Y

Application Server Y Y

Security Y Y Y Y Y Y Y Y

Development Tools Y Y

Configuration Management Y Y Y Y Y

Asset Management Y Y Y

Table 1: Vendor Positioning
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• in problem avoidance and problem resolution

• avoiding penalties for non-delivery of SLA

However, feedback from user organizations indicates the 
start up costs of introducing service management are a 
deterent because:

• their needs are single project based, whereas 
the ROI for service management products is 
more easily made on an enterprise basis

• the capabilities offered by service management 
products is overkill compared to their 
immediate requirements

It is not surprising that a high number of users would 
therefore prefer to delegate service management to 
IT operations. But with low numbers of Services and 
requests, IT Operations will not justify large investments 
either.

When multi-billion dollar financial services organizations 
who are active in SOA report they haven’t invested in 
WSM so far because it is too expensive, you know there 
is a fundamental disconnect between the cost and value 
of service management. In some instances this may be 
a short term issue because of low usage volume, but is 
more likely that most potential buyers are not looking to 
cost justify WSM in isolation.

Functional Coverage and Customer Priorities
In our survey we asked user organizations to comment on 
their priorities for different areas of service management 
functionality. Similarly we asked vendors to complete 
a matching list of the functionality they provide and to 
highlight their core strengths. These are presented in 
Table 2.

Security was the only functional area marked as a 
current high priority by user organizations, though most 
areas were seen as becoming a high priority in future. 
Security is a broad domain, including managing access 
and firewall type protection.

Some functional areas will be most relevant to specific 
scenarios and/or types of organization. A good example 
is the functionality for managing commercial activity, 
which was seen as low priority by most respondents. 
This is primarily because their Services are merely 
as enablers to products which are already covered 
by traditional commercial processes. However, there 
are organizations that do have Services that expose 
information-based products and need to manage them 
from a commercial perspective. They may not go as far 
as real-time micro-billing, but still need to ensure that 
Service Consumers have a contract, have paid their bills, 
and that any payment disputes can be settled with clear 
evidence.

Curiously few vendors reported partnering as a way 
to strengthen the functionality on offer to provide a 
whole product from a service management perspective. 
More commonly they use partnering for sales and 
implementation support, working with systems 
integrators, or with vendors in other domains to make 
joint bids on a broader infrastructure capability.

Instead the trend has been more towards merger and 
acquisition as a way of strengthening and providing 
broader functionality, as highlighted in “Trend 3 – WSM 
Vendor Consolidation”

Recommendation 3 – 
Demonstrate clear ROI

User organizations and vendors alike need to better understand 
the basis of ROI for WSM as a subset of the overall justification 
of SOA. Service management should be straightforward to 
justify using the obvious need to manage SLAs of external 
Services. Of course this is directly related to B2B market 
growth, which is currently stalled pending resolution of the 
secure/reliable/transaction service specifications. In the 
short term a focus on BAM, which respondents report is a 
high priority, will in many situations be a stronger justification 
which has strong business support.
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Customer Vendor Capabilities and Strengths

Current Priotity

Future Priority

Actional

Am
berPoint

Blue Titan

CA (W
SDM

)

Capeclear

Digital Evolution

IBM
 Tivoli

Infravio

Oblix

Reactivity

Participation Management

Managing Access M H Y S Y S Y S Y S S

Service Level Agreements (SLA) M H S S S Y Y S Y S Y Y

Managing Commercial Activities L M/H Y Y Y Y Y Y

IT Operational Management

Security H H S S Y S S Y S

Monitoring M H S S S S S S Y Y S S

Dynamic control of services L M Y Y Y S S Y S S Y S

Integrate monitoring of service and of 
implementing resource 

M H Y S Y Y Y Y S Y Y Y

Does the product interface to other 
Systems Management products

n/a n/a Y Y Y S S Y Y Y Y

Business Operational Management

Map web service(s) to business 
activity and monitor

L M/H S Y S S Y Y Y Y

Broking/Routing

Dynamic routing M M/H S Y Y Y S S S Y

Routing Requests to implementing 
resource (non-web service)

M M/H Y Y Y Y Y Y Y

Message Transformation M H Y Y S Y Y Y S S

Table 2: User Priorities and Vendor Capabilities
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Life Cycle Management
In this report we focus primarily on the Service Request 
Lifecycle – the run-time management of Services and 
requests. However, many service management products 
provide capabilities such as Service Discovery, Service 
Registry, Web Service protocol generation, and change/
configuration management, which are part of the Service 
Delivery Lifecycle.

Very few user organizations reported having a capability 
to discover existing services in production, nor was it 
planned. As discussed in Part 1, in an era of heightened 
requirements for good governance and security this 
is something that could be addressed with service 
management products.

Web Service Protocol Support

Very few organizations who responded were using Web 
Service protocols beyond SOAP and WSDL, though the 
use of WS-Security and compliance with WS-I profiles 
was seen as a high priority for some. No one reported 
use of WS-Addressing or WS-reliable messaging as yet 
which is not surprising given their status and available 
support, though plans for BPEL use were more common. 
As could be expected, vendors were ahead of this and 
providing support for these protocols in their products.

Whilst the majority of WSM vendors participate in the 
OASIS WSDM TC it is too early yet in the process for this 
to have any impact in the near future.

1Time to Board the Enterprise Service Bus?, CBDI Journal, July 2004, http://www.cbdiforum.com/secure/interact 2004-07/Enterprise_Service_Bus.php

Recommendation 4 – 
Balance Priorities with Broad Capabilities

User respondents recognize that most WSM functional 
areas will need to be addressed in the future as usage and 
dependency increase. While immediate requirements may be 
satisfied with point solution products, there are considerable 
uncertainties around how this approach will transition into a 
broader infrastructure in the future. This is a major inhibitor 
to decision making and vendors need to recognize that in the 
short medium term they will restrict their activity to project 
level solutions, unless they can strengthen their whole product 
by partnering or M&A..

Lifecycle Management Vendor Strengths

Actional

Am
berPoint

Blue Titan

CA (W
SDM

)

Capeclear

Digital Evolution

HP IBM

Infravio

Oblix

Reactivity

Discover Existing Services in 
production

Y Y Y Y Y S Y Y

Generate Web Service protocols Y Y Y Y Y Y Y

Service Registry S S Y S Y S Y Y

Provide Private UDDI Y Y Y Y

Provide a Service Endpoint Y Y Y Y Y Y Y Y

Change/configuration Management Y Y S Y Y Y S S Y

Table 3: Lifecycle Management Capabilities
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By Richard Veryard

Hosted Deployment
As explained recently in our report on ESB1, there are 
merits in providing infrastructure capability as Services. 
Some aspects of service management lend themselves 
well to a hosted Service approach, particularly when the 
Service is provided externally and intermediaries can 
add value to both provider and consumer. This approach 
has been available for some time, and early CBDI reports 
on WSM highlighted hosted service management 
offerings from Flamenco Networks and Grand Central 
Communications. Given the issue of justification and 
affordability surrounding WSM it is not surprising that 
many of the WSM vendors now provide a hosted version 
of their product, either directly themselves or via a 
partner, which eliminates up front 
investment and allows customer 
costs to track in line with usage.

Outsourced service management 
may provide a solution that is 
better matched to today’s project 
needs in terms of funding and scale. It could serve as 
an interim measure until an enterprise-wide investment 
is justified, but an intermediary-based solution may also 
play a continuing role for certain aspects of service 
management.

Summary
Had the IT marketplace continued the way it was pre the 
2001 crash Web Services management would probably 
have been a huge success. But the reality is that WSM 
is way ahead of its time. The adoption of Web Services, 
particularly on a B2B basis has been stalled by security 
and maturity issues and enterprises have prioritized 
SOA strategies in preference to external services. 
Consequently volumes and criticalities have been 
massively lower than predicted.

The WSM vendor community was caught by pre crash 
optimism that assumed buyers would follow innovative, 
Internet related functionality, and for several years now 
venture capitalists have been shunning anything with 
the label Web Services, because of massive under 
performance.

Today there is widespread adoption of SOA by 
enterprises. Funding is being prioritized for ESB support, 
which may or may not include some WS management 
capability. The SOA investments will progressively 
lead to growth in Web Services and management 
requirements. But the time delay of several years is 
allowing conventional systems management vendors to 

upgrade their core products to support 
Web Services management, and 
to address customer needs to 
integrate the capabilities with all 
transaction types, as well as the 
wider infrastructure stack, not just 
Web Services. All of this is much 

more attractive and justifiable to the 
enterprise buyer.

This will mean the specialist WSM vendors will, as 
Geoffrey Moore advises, need to find their niche and 
focus to survive.

But all is not doom and gloom in this area. The significant 
VC investment in many WSM entrants has led to an 
extraordinary level of competitive development, and 
the WSM capabilities available today are way ahead 
of the typical requirement. We are seeing much of this 
functionality being incorporated into merged portfolios as 
well as emulated by lagging vendors. By 2006 it is likely 
that the inhibitors to service volume growth and demand 
for management will have been resolved and mature 
WSM capability will be a ubiquitous requirement.

The reality is that WSM is 
way ahead of its time
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By Richard Veryard

Service Based Business 
– Insurance 2

Insurance is an intangible information-intensive service, and this 
presents particular opportunities for applying SOA concepts at both 
technology level and at business level. Following our initial survey 
of the Service-Based Business in Insurance (October 2003), we 
return to this sector to explore some specific opportunities. We use 
insurance examples to illustrate general SOA opportunities. Both 
IBM and Microsoft see the financial industry as a key sector for SOA, 
and both have a number of ongoing SOA-related initiatives aimed 
at insurance companies. The SOA-driven logic of these initiatives 
is now becoming clearer, and we can see growing support for the 
service-based insurance business.

Insurance Business Agenda
Until recently, most insurance companies have been reasonably profitable, 
based on the following business model. Clients pay for insurance in advance, 
and receive payments in arrears. The insurer potentially makes money in two 
ways:

1. By paying out less in pensions and claims than it receives in 
premiums. (The proportion of premium income paid out to clients is 
known as the underwriting ratio).

2. By investing the money in the interim. The insurer needs to hold 
enough capital to support a reasonable level of obligation to its 
clients. By investing this money, it can receive investment income 
as well as underwriting income.

During the 1980s and 1990s, many insurers made an underwriting loss – the 
claims and operating expenses were not covered by the premium income 
– but they remained profitable because they were earning large amounts of 
investment income.

However, when the equity markets turned downwards, the investment 
income disappeared. Most insurers were hit badly by this downturn, and 
their underwriting losses were exposed. Although there has been some 
short-term relief as equity markets recover and premiums strengthen, the 
fundamental weakness of underwriting leaves many firms vulnerable.

Market Trend Report
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Strategic Agenda

We may suppose that an insurance company has the 
following three strategic aims:

1 Profitability, short-term viability. To deliver the 
maximum service value as cost-effectively as 
possible, using available input services and 
technologies as efficiently as possible, with 
minimum costs/risks of change.

2 Adaptability, medium-term viability. To 
understand and respond to changing demand 
for insurance services, and to trends in cost 
and risk, both internally and across the industry. 
To develop and deploy new services to exploit 
new business opportunities and avoid emerging 
business threats.

3 Survival, long-term viability. Making sure the 
core business proposition remains valid, and 
doesn’t get eroded by more agile players. 
Taking strategic action in relation to structural 
changes in the insurance industry.

Within the insurance sector, there are significant 
opportunities to drive costs out of the business process. 
According to some estimates, there are areas in which 
over a third of the total insurance premium is consumed 
by transaction costs.

The other key area where SOA can provide business 
benefit is in increasing adaptability. As we shall see, 
if we look at insurance from the demand side, there 
are significant inflexibilities. A few innovative insurance 
companies are starting to develop significantly more 
flexible ways of composing insurance services – this 
leads to a form of mass customization that is not merely 
supporting a limited range of tick-the-box options, but 
allowing the end-user to participate in designing their 
own insurance policy.

Technology Agenda

Many large insurers, especially those resulting from 
mergers, are faced with major structural problems, with 
geographic silos subdivided into product silos. In some 
cases, the business processes are grossly inefficient 
and inflexible. While some of the common services (e.g. 
HR, finance) have been consolidated, there are huge 
opportunities to create a common platform of inhouse 
services. Meanwhile, small niche companies may use 

SOA to try and dominate a specific segment of the 
business process – such as claims processing.

All the major global insurers have made investments 
in layered service–oriented architectures and in 
components. Components in the insurance sector fall 
broadly into two categories:

• components that simply bundle a set of existing 
services and

• next-generation layered component 
architectures where fundamental patterns of 
structure and transformation are hard-coded at 
the base level but where higher-level behaviors 
are meta-model driven.

These latter component architectures enable run-
time changes not just to the rules but also to the rules 
engines, for example.

Standards

Besides the general dissemination of web service and 
SOA standards, on which CBDI reports regularly, there 
are some insurance-specific initiatives that are starting 
to bite.

ACORD is a set of XML standards for the insurance 
industry. At the time of writing, there were 58 service 
providers listed on the ACORD site with some form of 
ACORD-compliant web service offering. These range 
from simple data conversion (as if data conversion were 
ever that simple!) to substantial business components. In 
the UK, the Polaris iMarket provides a standard industry 
portal for a growing range of services, supported by a 
number of specialist software providers such as Acturis, 
SectorNet and Sirius.

Interestingly, several companies are offering services 
in the Product Writer category. These allow a new 
insurance product to be defined, and a product profile 
made available to sales and marketing channels, as well 
as to the back office admin functions. We can regard the 
Product Writer almost as a kind of metaservice, allowing 
the user to create products at the metadata level.
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From Application Package to Platform

In the insurance industry, application software vendors 
are now presenting their wares not in the form of 
traditional software packages, but as platforms.

For example, Acturis offers a Broker Platform that 
includes not only functionality provided by Acturis itself, 
but the ability to compose insurance services from third 
parties. These include a Commercial Legal Expenses 
service from Capita and a set of Business Intelligence 
(BI) services provided by Microstrategy (under the 
heading “Report Center”).

Meanwhile, Metaserver’s platform has a predefined BI 
plug-in from Information Builders, which handles HIPPA 
compliance among other things.

Not surprisingly, the composition of services appears 
to be a design-time function, based on established 

business relationships. In some areas, this situation is 
unlikely to change until some important trust issues are 
resolved. Do I want my data conversion to be handled by 
an anonymous service provider – who may turn out to 
be a subsidiary of a major competitor? However, there 
seems no obvious reason why we should not be able 
to plug any business intelligence services into a given 
platform, rather than allowing the platform provider to 
make that choice for us.

On the user side, there are platforms such as IE-Engine 
that provide services for bidding and transparent 
procurement of insurance. These services are 
designed to be composed into user-side applications 
– for example health insurance procurement may be 
composed with HR services to support employee 
benefit management.

Figure 1: The Insurance Application as a Platform
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Regardless of who carries out the composition, however, 
the fact that this is now being done is an important signal 
of the adoption and potential of SOA in insurance.

Insurance Value Chain

In 2001, Microsoft launched its Insurance Value Chain 
(IVC) as an industry-vertical framework for application 
integration, based on the prevailing technologies 
of the time – .NET and enterprise servers. Many of 
Microsoft’s partners have used the IVC as a basis for 
web service integration. The new version of IVC will be 
based explicitly on SOA concepts, and will be based on 
Microsoft’s recent technologies – notably BizTalk Server 
2004 and Office 2003.

Microsoft’s partners in this area are providing a range 
of .NET-enabled insurance-specific services. These 

include Insurance Information Technologies Inc (Instec), 
with its QuickSolver service, and ProcessClaims with a 
claims processing service called ClaimsPort.

SOA Opportunities in the Insurance Ecosystem

There has been some criticism of Microsoft for having 
two parallel (and possibly contradictory) approaches to 
the insurance industry. Microsoft was offering a pre-
SOA approach (typically involving third party software 
companies providing products and services such as 
insurance agency management systems) and also a pure 
SOA approach (based on standards such as WS-I and 
tools such as InfoPath).

If we think about the insurance industry as an ecosystem, 
then we should expect different players to be at different 
stages of SOA maturity. We can expect the pre-SOA 

Figure 2: Collaborative Composition in the Insurance Value Chain (Based on Microsoft IVC)
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ecosystem to evolve into some form of SOA ecosystem, 
although we may not be able to predict which of the 
possible changes is going to happen first. An insurance 
company needs both to exploit the pre-SOA ecosystem 
and to prepare for the SOA ecosystem. Therefore we 
need both an AS-IS model of the present ecosystem 
(largely based on pre-SOA technologies, but deploying 
web services wherever possible) and a TO-BE model of 
an idealized ecosystem (based on SOA).

One possible concern is that by supporting the existing 
pre-SOA world, this would provide reinforcement for the 
status quo, and therefore build barriers to innovation. 
Pre-SOA business relationships are typically asset-
specific; this entails a degree of business coupling that 
increases transaction costs.

If exploiting the pre-SOA ecosystem and preparing for 
the SOA ecosystem are contradictory goals, then there is 
an obvious dilemma both for the insurance company and 
for the major platform providers such as Microsoft. But 
we can reconcile this dilemma by implementing a variable 
geometry, which for the insurance company would 
deliver flexibility at the business level as well as at the 
software/web-service level. Otherwise, each insurance 
company would EITHER have to target a particular point 
in the SOA adoption curve and operate suboptimally 
whenever the ecosystem was not at this precise point 
OR incur significant organization and IT costs every time 
the industry took another step towards SOA.

Collaborative Composition
Here is an example of asymmetry between insurance 
user and insurance provider. PlaysTheThing is a small 
company providing outdoor play and party facilities 
to children. Given the possibility of accident and 
litigation, the company requires proper insurance, which 
represents a significant cost item. An insurance broker 
arranges insurance cover with CoverTheLot Insurance.

Both sides have a reasonable expectation that the 
insurance premium should be both fair and predictable. 
But this expectation may be impossible to satisfy for 
both sides at once. An event elsewhere (such as a 
bad accident, a legal precedent or legislative change) 
may cause the insurance provider to reassess the risk, 
and charge a significantly higher premium. In a few 
extreme cases, small companies have been driven out 
of business by sudden n-fold increases in the insurance 

premium demanded by the provider. Insurance coverage 
is typically negotiated on the basis of annual renewal, 
but the risks may be associated with business assets, 
processes, and practices that are difficult and slow to 
change.

The logic of insurance is that the insurance provider 
reduces the level of uncertainty. But for a few SMEs, 
the insurance provider is itself a significant source of 
uncertainty.

Of course large businesses may buy risk management 
services from the insurance industry at an early stage in 
the planning cycle, and this creates the expectation that 
insurance rates will be more predictable. For example, 
a hotel chain may enter into discussions with insurers 
before building a new hotel and leisure complex. But at 
present, this kind of service is delivered by specialists, 
and is generally too expensive for SMEs. This is a huge 
opportunity for mass customization in the insurance 
business, but it requires a new approach for SOA design, 
which we call collaborative composition.

Collaborative composition is currently done by very few 
insurance companies. A couple of impressive-looking 
examples are The Hartford’s Select Customer Xpand 
Program, and the wizard-based approach adopted by 
Humana. We hope to review these examples in more 
detail soon.

Managing Services

From Service Performance to Business Performance

In the on-demand service-based business, there 
is increasing convergence between managing the 
technical systems and managing the business process. 
The typical business process is heavily dependent 
on information systems, and the adaptability of the 
process depends significantly on the adaptability of 
the underlying systems. Furthermore, performance 
in business terms – as measured by profit, revenue, 
market share, time-to-market, return on capital, or other 
success factors – can be critically affected by technical 
system performance such as transaction throughput or 
web speed. Utilization of scarce resources is always a 
critical issue. And security issues – such as invasion of 
privacy or denial of service – can have an immediate and 
sometimes disastrous effect on business integrity and 
continuity.
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One area in which this convergence may be seen is in 
the operational monitoring and control of the business 
process and the technical systems, which increasingly 
impinge on one another. The tasks of business process 
management and technical system management both 
rely on tools that make the overall behavior visible 
and comprehensible, and allow prompt and intelligent 
intervention to fix problems and improve performance.

Today’s business is itself a distributed system, with 
significant elements of automation, and is therefore 
amenable to the design and management techniques 
and technologies appropriate for any distributed system. 
System management tools can be used to address a 
range of requirements at the business level as well as at 
the technical level.

Managing System Performance

System management tools are designed to manage the 
performance of a distributed system. The requirements 
addressed by these tools include the following

• to administer policies relating to differential 
services and quality levels, depending on the 
identity and context of the user

• to control and optimize the utilization of 
distributed system resources

• to detect potential/actual capacity shortfalls, 
and reconfigure or procure additional resources 
on-demand

• to detect potential/actual capacity surpluses, 
and make these available on-demand for 
utilization elsewhere

• to monitor levels of system performance against 
established targets, and notify management 
where intervention may be required

Managing Business Performance

CBDI has identified another broad class of requirements 
with a strong structural similarity to the system 
requirements just outlined above. These are requirements 
at the business level, and refer to the administration 
of business policies and the optimization of business 
assets/resources to deliver business performance. 
Some examples are shown in Table 1.

In the past, the conventional way of dealing with business 
requirements such as these has been to code them into 
the application. (Thus for example, call center utilization is 
typically managed by specialist call center applications, 
separately from the general system management layer.) 
But there are some problems and missed opportunities 
with this approach:

• Some business policies may not apply to 
a single application, but cover the whole 
enterprise. (This is particularly relevant to risk 
management and compliance policies.) Even if 
the policies are encapsulated in a separate set 
of business objects, it may be difficult to verify 
that all applications always reference these 
policies correctly.

• Where several different applications are 
attempting to consume the same business 
resources, on behalf of many different 
users, the allocation of resources between 
applications/users can be a highly complex 
task.

• Applications competing for resources should 
not need to be aware of other applications 
competing for the same resources.

Context Business Policies Business Resources Business 
Performance

Call Centre Customer Wait Time
Customer Prioritization

Call Centre Operators
Call Centre Clusters

Call Throughput
Call Centre Utilization
Customer Satisfaction

Insurance Risk Management Underwriting Capacity Underwriting Ratios
Risk Distribution

Banking Compliance with Basle 2 Capital Adequacy Profitability

Table 1: Example Business System Performance Indicators
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• In an on-demand business, business resources 
may sometimes be depleted extremely 
rapidly, necessitating automated or semi-
automated system intervention. Meanwhile, 
under-utilization of expensive and scarce 
resources can have a serious negative impact 
on profitability and other business performance 
measures.

• In the on-demand business, business 
performance and system performance become 
closely related concerns

Let’s look at a scenario that illustrates how on-demand 
insurance should work.

A Critical Example of Business Performance in Insurance

Risk management within the insurance business includes 
serious attention to risk distribution. Consider farm 
insurance. The nightmare scenario 
for the insurance company is 
some event that causes all the 
farmers in the country to claim 
against their insurance at the 
same time. To reduce the chances 
of this happening, an insurance 
company is careful to balance 
cattle farms against corn farms, 
farms in Kentucky against farms in 
Colorado, and so on.

This risk distribution can get out of 
alignment in various ways. You might 
get the pricing wrong, or you might have a particularly 
effective local sales campaign, and suddenly you find 
that 80% of your customers are Colorado cattle farmers. 
This is bad news for the insurance company, because it 
is now seriously exposed to local events such as storms 
or epidemics.

There are many possible responses. One is to purchase 
reinsurance – in other words, pass on some of the 
risk to another insurance company. This may often be 
necessary, but it eats into your profits. Another possible 
response is to raise the premiums for cattle farmers to 
reduce the level of demand in Colorado, and at the same 
time reduce the premiums for corn farmers to stimulate 
demand in Kentucky, and thus dynamically rebalance 
your portfolio.

Meanwhile, an insurance company will also define 
a maximum level of risk that it can accept – its total 
underwriting capacity. If this level is exceeded, then it 
may be necessary to suspend underwriting altogether 
in some areas, pending appropriate action to increase 
capacity – perhaps through reinsurance or through some 
financial reengineering that improves the capital side of 
the business.

Let’s suppose that the farmers are buying insurance 
over the web, using an automated underwriting 
application. Let’s say that there is some alarmist news 
report that stimulates thousands of Colorado cattle 
ranchers to update their insurance. Within minutes, the 
insurance company could be far in excess of its planned 
underwriting capacity for that category; meanwhile the 
cost of reinsurance is going up rapidly as competing 
insurance companies also find themselves in a similar 
situation.

Of course, if you have a monolithic 
underwriting application, you 
can hard-code some business 
rules into the application, which 
could inhibit new business over a 
certain level. (Under a rules-based 
development approach, these rules 
could be soft-coded, allowing the 
application to be regenerated 
whenever the rules changed.) 
But with a Service-Oriented 
Architecture there is a better way to 

achieve adequate levels of control.

• Underwriting capacity is defined as a business 
resource. New business depletes this resource; 
reinsurance and other actions restore it.

• Business policies are established to prioritize 
the utilization of this resource between 
applications / classes of customer, according to 
the prevailing context. Among other things, the 
context references the available capacity.

• The underwriting application is implemented 
as a series of services, which differentiate on 
product price and availability, according to the 
prevailing context. However, these services 
do not have to calculate the available capacity 
directly.

On-demand insurance 
requires not just new 

technology but also new 
business processes, new 

organization structures, even 
new regulatory regimes.
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• As the underwriting resources approach 
defined or calculated limits, the workflow 
engine automatically triggers the reinsurance 
application.

• The reinsurance application also references the 
context, to determine the minimum levels of 
reinsurance that are necessary.

However, this is not how insurance and reinsurance 
works at present. It represents a futuristic vision of 
on-demand insurance, with real-time or near-real-time 
optimization of risk distribution. On-demand insurance 
requires not just new technology but also new business 
processes, new organization structures, even new 
regulatory regimes.

Management Layer
The architectural style of the business service 
architecture should be based on general systems theory. 
In this section, we outline a business service architecture 
based on Stafford Beer’s Viable Systems Model.

The management layer controls the transaction layer. 
The transaction layer controls certain aspects of 
the environment. These control relationships involve 
amplification and attenuation. Amplification means 
getting more effect for a given control action. Attenuation 

means abstracting (e.g. aggregating) information passed 
to the controlling subsystem from the controlled 
subsystem. This is shown in Figure 3.

In insurance, the transaction layer covers the core 
business processes handling single instance transactions, 
including policy management, claims management and 
customer management. The management layer includes 
coordination of these transactions across multiple 
instances, including product management, channel 
management and risk management. It also includes 
processing business intelligence coming directly from 
the environment, as well as via the transaction layer.

We can now expect a number of components in the 
management layer. Figure 4 shows a risk management 
component as well as a business intelligence component. 
Each “component” here is a socio-technical system, 
comprising human workflow as well as software-based 
web services.

To produce a detailed business architecture, we model 
interactions within the transaction layer. But we don’t 
stop there. We then model interactions between different 
components in the management layer. For example, in 
the insurance example, we need to understand what 
possible risk management actions can be taken? We 
express these as abstract business service calls.

Figure 3: General Business Architecture
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Summary
Regardless whether we look at Microsoft’s IVC, Acord or 
Polaris, there seems to be a growing consensus around 
the constitution of a set of business insurance services, 
which can be composed in increasingly complex ways to 
deliver a complete SOA for insurance.
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OpSource Optimal On-
Demand
Beyond the ASP model – creating a utility for software as a 
service

A natural development of the service concept is to deliver software 
as a service on some form of rental or usage based scheme and 
many ISVs are considering how to deliver their software products 
to market as services in a cost effective manner. Today on demand 
operational strategies are primarily about pooling of operational 
resources, creating a more cost effective deployment environment, 
as opposed to a comprehensive commercial and operational 
offering. The convergence of on-demand and “software as a 
service” has the potential to change business models for ISVs and 
their customers. In this report we look at the capabilities offered by 
OpSource, who now provide a utility model for service operations.

Introduction
On demand strategies for operational efficiency and flexibility have now been 
in widespread use for a couple of years. The platform vendors have stimulated 
this activity by providing virtualization capabilities that allow significant levels 
of resource sharing which allow more effective outsourcing agreements 
which reflect resource usage and enable response to change. Today’s on-
demand computing, classic outsourcing with flexible resourcing and pricing, 
is the first stage of a much longer journey towards full virtualization of the 
operational layer.

In Table 1 we show how delivery mechanisms will evolve over time which 
in aggregate will progressively enable widespread adoption of commercial 
software service delivery from single image systems to multiple users.

Software as a Service
The software as a service model (SAAS) is widely understood as the 
provision of application services delivered over the Internet. In conventional 
SAAS models the vendor provides application capabilities using Browser or 
Web Service interfaces, and the user pays for the service on some form of 
rental agreement. It is common for the usage agreement to be based on 

By David Sprott
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numbers of seats or users; although this will change as 
Web Service interface usage represents a significant 
proportion of transactions.

In principle the SAAS model is highly attractive. 
The upfront investment is avoided, and operational 
responsibility and costs are eliminated. However as 

we summarize in Table 2, there are some considerable 
issues for both the provider and the consumer.

There is widespread acceptance that the software as a 
service model is inevitable – but as usual the devil’s in the 
details. Marc Benioff of Salesforce.com is a well known 
advocate of the service model, and reminds us that 

Usage Pattern Definition Incremental Values Examples

Classic ASP outsourcing Accessing a single entity 
application over the Internet

Avoided implementation risk Private arrangements between 
ASP and its customers

Simple on-demand Outsourced a single entity 
application with resource 
sharing

Economy of operational scale Private arrangements between 
ASP and its customers
Oracle On-demand

Software as a service Multi-entity Internet 
application (web browser 
access) 

Productized service
Economy of operational and 
application scale

Agile Software

Software as Web Service Accessing a multi-entity 
application as offered as Web 
Services

Transparent UI
Highly customizable
Economy of integration

Salesforce.com

Table 1: Roadmap to Software as a Service

ISV Customer

Benefits

Increases sales opportunities with existing and new customers Pay as you go reduces or eliminates up front investment

Reduces barriers to sale Converts asset to expense

Creates ongoing revenue stream Transparent operational issues

Strengthens links with customers Reduced time to market

Potential Issues

Major operational investment Heavy dependency on third party

Infrastructure is new area of high complexity Security guarantees

New skill area Requirement to ensure business flexibility is not impaired

Converts “sales” revenue to “lease/rental” Integration with existing systems

Operational performance may damage product reputation and 
customer satisfaction

Conformance with technical and application versions

Lowest common denominator functionality

Table 2: Pros and Cons of Software as a Service
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“most people do not generate their own electricity or dig 
their own wells”. The problem is that these comparisons 
are way too simplistic. While they may work for basic 
outsourcing (the first level in Table 1) the requirements 
to establish flexible, bulletproof hosting and commercial 
support arrangements for multiple users of sophisticated 
applications need significant investment.

SAAS is also a new area of expertise for many software 
companies which will need the SAAS model to be economic 
while also responsive to variable market growth – a difficult 
act. Further there is a radical change of business model 
from shipping software licenses to continuous payment, 
which has a major impact on the financial model.

For the ISV there are going to be high up front costs. 
Further these costs will be a speculative investment while 
the market for SAAS is still in its infancy. Yet for most 
ISVs the move to SAAS is a high priority, and it’s vital 
they understand impacts on application architecture and 
gain experience of SAAS, in order to identify opportunity 
areas, specific services, or channels and market 
segments where SAAS is a primary opportunity.

An important area also is to understand the implications 
of serving multiple users from a single image system. For 
most ISVs these issues will require some serious learning 
about how their applications are used and some product 
and operational environment modification.

OpSource and On-Demand
OpSource is a Santa Clara headquartered company 
formed 21⁄2 years ago by individuals with expertise in 
ASP based hosting with the mission to automate the 
process of delivering services. They provide a complete 
turnkey solution for the operational service environment 
comprising the physical environment together with 
management systems and a transition methodology and 
end user support.

Today OpSource have approximately 100 employees 
mostly in North America, with representation in London 
and Bangalore. Their current business is based on a 
conventional hosting model, with existing customers 
such as Microsoft, Peoplesoft, Bertelsmann and 
Western Digital, but they see SAAS as a major growth 
area, particularly in the SME market, and have recently 
invested to develop their capabilities into a productized 
operation for service delivery.

OptiTech Services Engine
Operational management is implemented using a 
services environment referred to as the OptiTech 
Services Engine. The engine illustrated in Figure 1, is 
an operational management system that supports the 
OpSource business processes, enabling integrated 
systems delivery across multiple technologies and 
products, with a high level of automation for defined, 
repeatable and auditable processes.

The engine is based on the MVC pattern supports three 
views:

• Browser GUI – enabling client branded look and 
feel.

• Web Services – enabling secure operational 
Web Services including ticketing, asset tracking 
and event tracking.

• RSS – providing a light weight publish and 
subscribe mechanism for ticketing, monitoring, 
document management and asset and event 
management.

Methodology
OpSource have developed a formal process for 
transitioning to the SAAS environment, referred to as 
Optimal Integration. In this process, OpSource work with 
the ISV in a parallel process in which application skills 
are transferred to OpSource personnel, and the ISV is 
guided in integrating and reengineering their application. 
This process was originally developed to integrate 
acquisitions and has been refined to support the SAAS 
transitioning process.

Training

OpSource work with the ISV to train multiple administrators 
on the ISV’s application. OpSource enroll administrators 
that will become subject matter experts (SMEs) in ISV 
training courses. Sometimes there may be an agreement 
made for OpSource to hire ISV personnel.

Integration

Once SMEs are trained or acquired they engage with 
the OpSource engineering team and end user call 
center to develop integration software and populate the 
OptiTech Service Engine knowledgebase with customer 
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documentation, systems runbook, set-up monitoring 
and ticketing, emergency response and change 
management.

Concurrent to this process OpSource SMEs and the 
OpSource Service Delivery Team are building the base 
server infrastructure, installing the ISV application, 
testing application dependencies and building a test 
environment for code testing prior to release.

One of the primary issues for ISVs is to enable system 
support to multiple customers from a single image 
system, referred to by OpSource as multi-tenancy. There 
are two important perspectives:

Day 0 Operations team assigned

Day 3 Kick-off meeting and draft transition project plan

Days 0–14 Equipment ordered and received

Days 0–14 SME Training

Days 15–20 Base server infrastructure built

Days 20–25 SME installs application, and dependencies

Days 25–30 Test environment built

Days 25–30 SME to build operations runbook

Days 30–35 Customer Q/A Process

Day 35 Infrastructure ready for customer tenancy

Table 3: Example Timeline

Figure 1: OptiTech Services Engine (Based on OpSource illustration)
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• Hygiene Factors necessary for basic 
operation: System architecture modifications 
to support multiple entities may require 
considerable reengineering depending 
on the existing architecture. This requires 
consideration of how web browser delivery 
has been reengineered, secure access and 
services, single code base, management 
capabilities including tracking and billing on a 
relevant usage basis.

• SAAS related requirements: 
Functional changes that 
make the SAAS approach 
more attractive. For example 
enabling easier access 
by introducing new Web 
Service based functionality 
to allow easier integration 
and customer extension 
capabilities.

Commercial Model
In essence OpSource provide a 
complete turnkey operation for service 
delivery with 247 support and 100% uptime SLA. If 
transaction performance metrics are not being met 
due to compute or network resources OpSource take 
responsible for immediately putting in place additional 
infrastructure that will allow the application to perform 
to agreed metrics. This commitment is backed up with 
a fully redundant network with capability of 10 daily 
utilization rates and a blade architecture that gives the 
capability to immediately bring additional computing 
resources to bear as and when necessary.

OpSource price the SAAS service using a “per user/
month” model. A typical arrangement will require a first 
year commitment of around $200K, which is comprised 
of a $15K install fee plus $15K per month for around 500 
customers.

Customer Experience
CBDI spoke with Agile Software, an ISV specializing in 
PLM systems. Agile have just launched an on-demand 
product offering based on using the OpSource utility 
service.

Agile had several drivers behind the move to SAAS. 
They had been hosting some of their larger customers’ 
systems for some time and had a requirement for 100% 
uptime. They had numerous customers that expressed 
the need to take their IT dept out of the loop, and to 
reduce the costs and resource issues of managing large, 
technically complex systems.

Agile are currently finding a very high level of customer 
interest in examining the move to on-demand delivery, 

and with some experience of hosting, 
fully understand the cost issues of 
doing it themselves.

Agile have a primarily browser 
based application and found the 
transition to multi-tenancy reasonably 
straightforward. They highlighted two 
significant issues in this area:

• the support of high volume 
transactions on a concurrent basis 
caused performance problems. 
Solutions were found to this both 
at the engineering level with minor 
changes which eliminated any inter 

customer contention. I wondered if 
this issue was PLM specific, driven by heavy 
schedule computation transactions, but Agile 
thought that the generic contention problem 
might apply to any application domain.

• the second issue highlighted was data 
segregation. Agile decided that for operational 
and security reasons not to use a consolidated 
data table architecture, instead segregating by 
customer.

Agile are starting to move into Web Service delivery for 
reporting systems, primarily driven by larger enterprise 
requirements rather than SMEs, and anticipate significant 
growth in Web Services over time as the WS standards 
become mature.

The offering is 
considerably more 
attractive than the 

conventional on-demand 
model because it is 

combines a productized 
commercial and 

operational model
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It took Agile just 2 months to make the transition to 
OpSource. Currently Agile have 4 or 5 end user customers 
in production supported by OpSource. Sensibly, they 
have deliberately managed a cautious introduction in 
order to iron out any teething problems.

Conclusions
ISVs are currently in the difficult position that their 
customers are asking for on-demand systems, but 
the costs and complexities of delivery are extremely 
high and not matched yet with revenue. Further any 
issues with operational support will impact on customer 
satisfaction. ISVs are going to walk not run down this 
path for operational reasons, even before they consider 
the radical change in business model caused by moving 
from sales to rental.

OpSource have cleverly evolved an existing competency 
to create a high integrity environment which includes 
technology and methodology, which will be attractive 
to ISVs that cannot compromise on service levels. They 
are reducing barriers to sale by reducing the entry level 
investment for ISVs and their customers and simplifying 
the integration task.

Conventional wisdom says that software as a service is 
primarily focused on the mid range (SME) market. This 
makes sense in that larger enterprises have notoriously 
difficult functional requirements. However in our opinion 
this is going to change. Larger enterprises have all the 
operational issues that mid market companies have, and 
their requirements are primarily differentiated because 
they typically have extensive and complex integration 
issues as well as extremely high demands for security 
and trust.

OpSource is clearly addressing these issues – in terms 
of trust and security. We are pleased to see OpSource 
establishing the Web Services architecture right from the 
start. This will allow OpSource to easily integrate with ISV 
deployment and support systems and processes. In the 
same way ISVs that offer their entire functionality as Web 
Services are going to enable simpler integration for their 
customers which will be attractive to the entire market.

We anticipate that the current on-demand market is 
going to transition to software as a service reasonably 
rapidly. There are powerful incentives for ISVs (of all 
sizes) and their customers to make this move. The 
OpSource offering is considerably more attractive than 
the conventional systems integrator on-demand model 
because it is combines a commercial and operational 
model that has been productized to a significant level. 
OpSource will be able to provide the sort of operational 
and cost guarantees that ISVs will demand as well as 
providing excellent automation of support systems. 
Worth a look.
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