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Users: ASP Benefits Still Worth the
Risk

Keep the faith. But have a Plan
B, just in case. That's the advice
from users and analysts when it
comes to outsourcing
applications in the face of the
financial troubles plaguing major
application service providers
(ASP).

Open Up.

Let the Data In.

Two weeks ago, Annapolis, Md.-
based USinternetworking Inc.
(USi) became the latest ASP to
ask for Chapter 11 bankruptcy
protection after a string of poor
guarters. USi's troubles and
those of several other leading
ASPs during the past 12 months
have prompted some analysts to question the long-term viability of the ASP model.

But ASP users say the benefits of using outsourced applications continue to be
significant. Yet, even staunch supporters protect themselves through good
contracts and strategies designed to keep their applications alive if their ASP
suddenly isn't.

Take human resources consultancy Watson Wyatt Worldwide, for instance. Nine
months ago, the Washington-based company outsourced its e-mail services to USi.
Despite the ASP's financial woes, service hasn't been disrupted so far, said David
Hollingsworth, director of support operations at Watson Wyatt.

"Application availability has been way higher than what we could have achieved
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ourselves," Hollingsworth said, adding that software costs have become more
predictable and easier to manage.

Even so, the company isn't taking any chances. Watson Wyatt has made sure to
include "pretty strong language" in its contract with USi that spells out how quickly
it needs to get its data back in the event that USi isn't able to continue its services,
Hollingsworth said.

Servers that are identical to the ones USi uses to host Watson Wyatt's e-mail
services are ready and waiting at a network co-location site. If something goes
wrong at USi, Hollingsworth estimates that it would take less than a day to resume
e-mail services at the backup facility. The cost of the mirror facility was built into the
outsourcing budget, he said.

"Just because you are outsourcing something doesn't relieve you of the
responsibility of managing it," he said.

Mitchell Dickerman, CIO at Boston-based advertising agency Hill, Holliday,
Connors, Cosmopulos Inc. has another approach. When his company hired
Lexington, Mass.-based ASP Surebridge Inc. to run its PeopleSoft modules in
1999, the agency made sure that it owned the servers.

"Our boxes are down the street from us. If our service provider went down, we'd
just walk across and take the boxes back home," Dickerman said.

Read accompanying story:

~ Some Users Still Happy With ASP Model, Despite Market Woes

ASP Advantages
An October 2001 study of 53 businesses that used ASPs found that:

m 44% of the organizations experienced a return on investment greater than 100%, and 12% reported
ROI of more than 1,000%.

= The average payback for an outsourced application was 1.33 Y€ArS years on an average total
investment of $4.2 million.

= The average initial investment was $399,000.

Source: Computerworld
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