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The Case for Lotus Foundations

Why You Should Read This White Paper

KEY ISSUES TO CONSIDER
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WHY LOTUS FOUNDATIONS?
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The Case for Lotus Foundations

customer value - and thereby offering enormously greater potential for revenues and
profits.

ABOUT THIS WHITE PAPER

This white paper discusses the unique nature of the IT-focused problems experienced by
small businesses and the options that are available to address them. The white paper also
provides a look at the functions and features of Lotus Foundations (specifically focusing on
Lotus Foundations Start, unless otherwise noted), as well as the costs of ownership for Lotus
Foundations and its leading competitor, Microsoft Small Business Server 2008. Finally, the
white paper examines the paradigm shift that Lotus Foundations will create among resellers
focused on the small business market — a shift that will result in higher margins and greater
efficiencies than the traditional business model to which resellers have become accustomed.

Difficulties Faced by Small Businesses

REQUIREMENTS ARE SOPHISTICATED...

In some respects, there is an enormous difference between smaller businesses and
enterprises with several thousand employees. Smaller businesses typically maintain far
fewer locations, they are more likely to serve local or regional markets instead of national or
international ones, and they often provide a narrower set of products and services to a
smaller group of customers.

However, in many other respects small businesses and enterprises operate in a similar
fashion and, in some cases, smaller businesses use technology to a greater degree. For
example, according to a survey conducted by Osterman Research during March 2009:

¥ Users in small and mid-sized organizations use email virtually the same amount of time
each day as large organizations (152 minutes per day for SMBs vs. 153 minutes for
enterprises).

¥ Web use among SMB users is significantly higher: 138 minutes per user per day vs. 106
minutes.

¥ The number of hours worked per day by the typical user in SMBs and larger organizations
is almost identical: 9 hours 7 minutes per day for SMBs vs. 9 hours 12 minutes for
enterprises.

¥ SMBs are more likely to use the latest version of client operating systems and they use a
wider variety of operating systems than their enterprise counterparts.

Further, users in smaller businesses create large numbers of documents using desktop
productivity applications, they have a need to share and collaborate on these documents
with their co-workers and others outside their organization, they need to back up these
documents, they need to have ready access to their content so that they can work from
home or on the road, and so forth. In short, the email, file-sharing and file-management
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What Options Are Available for Small Businesses?
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appliance will have configured itself and is ready to provide the email, collaboration and
other services.

The Lotus Foundations appliance includes the operating system on flash memory, allowing it
to be highly reliable, operating even if a hard disk in the system fails. This allows the
appliance to boot, connect to the corporate network, provide network security services and
operate a Virtual Private Network (VPN) even without an operating hard disk. Further, if the
operating system becomes corrupted, the appliance will automatically reinstall the operating
system and heal itself.

Appliances are becoming increasingly popular as they are much more cost effective option
for providing all in one integrated IT infrastructure for small businesses. Appliances reduce
the time and cost required to deploy new infrastructure, minimizes the IT-focused skill set of
those deploying and managing new capabilities, and allows new capabilities to be added
without independently evaluating and purchasing, hardware, software, operating systems,
routers, VPNs, etc.

A SUITE OF COMMUNICATION AND PRODUCTIVITY TOOLS

Lotus Foundations’ email, collaboration and productivity tools include a suite of industry-
standard capabilities, including Lotus Notes and Domino, currently used by more than 100
million users worldwide; and Lotus Symphony, a productivity suite based on open-source
technology that supports the OpenDocument format for use in mixed Symphony and
Microsoft Office environments. These capabilities allow users, even those in very small
businesses, to have access to a set of feature-rich, enterprise-grade email, calendaring,
scheduling, contact management, word processing, spreadsheet and presentation
development tools.

One of the ancillary advantages of the Lotus Foundations suite of email and productivity
tools is that email can be accessed by users at home via a Web interface using secure remote
access via a VPN, and Lotus Symphony is provided by IBM at no charge. This means that
individuals who employ Lotus Foundations in a workplace setting can also securely access
the same tools and functions from home at absolutely no cost to them or their employer.
Access to work-related email, for example, is particularly important - for example, an
Osterman Research survey that found that more than 70% of people who use email at work
check their work email from home on weekdays during evening hours.

A BRANCH OFFICE SOLUTION FOR REMOTE LOCATIONS

The Lotus Foundations Branch Office offering allows IT administrators at a headquarters
location to deploy and manage many of the capabilities discussed above at all of their remote
locations while leveraging their existing Lotus Domino deployments. This is particularly
advantageous for companies that operate a large number of remote office locations, such as
brokerage firms, realtors, insurance companies and retailers. It allows IT staff to deploy new
capabilities to remote locations without adding staff members or additional skill sets, instead
leveraging existing IT resources to expand the Domino infrastructure.

©2009 Osterman Research, Inc. 6
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How Do Lotus Foundations Business Partners Benefit?

THE LOTUS FOUNDATIONS MODEL REPRESENTS A PARADIGM SHIFT

The traditional reseller model involves earning revenue from installing hardware and
software, deploying capabilities like backup and print services, managing operational
problems and helping businesses recover from issues ranging from hard disk failures to full-
blown natural disasters. However, Lotus Foundations represents a paradigm shift for
resellers that serve the small business market. Because the Lotus Foundations appliance is
self-configuring and self-healing, far less time is involved in the deployment and ongoing
management of the IT infrastructure.

Frankly, the automated nature of Lotus Foundations appliance management represents a
threat to the traditional model on which many resellers have built their business because it
renders the pay-per-service-call model largely obsolete. However, this change actually
represents an enormous opportunity for resellers that serve the small business market, and
also for their customers.

WHAT OPPORTUNITY?

There are a number of advantages to business partners that resell Lotus Foundations:

* Changeinfocus
In the new business model, there is much less focus on selling staff time to manage the
infrastructure or fix problems, and instead much more focus on selling value-added and
managed services. This results in higher margins for resellers and better use of staff
time, such as application development and management instead of addressing routine
infrastructure problems.

* Greater efficiency
The traditional model relies largely on visits by reseller staff to client sites to address
problems, manage ongoing tasks and so forth. The new model allows resellers to
perform a much greater degree of remote management in their customers’
environments, allowing them to manage more customers and over a larger geographic
area.

* Reduced travel expenses
Related to the point above is that more remote management allows significantly reduced
travel expenses for resellers. Given the high cost of travel, even for local or regional
customers, this represents a significant cost savings for resellers. Customers benefit as
well from faster problem resolution and the ability to address problems on a 24x7 basis.

* New and ongoing revenue opportunities
Revenue opportunities do not end at the sale of the system, but managed services
revenues continue indefinitely as customers add new capabilities and enhance existing
ones. New revenue opportunities include custom application development and
management, as well as helping customers to focus on more strategic and higher value
activities, such as capabilities that will help them to acquire new customers.

©2009 Osterman Research, Inc. 7
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Customers of Lotus Foundations receive free DDNS servers from IBM. This capability is
not provided by SBS.

* Included hypervisor
Lotus Foundations includes a hypervisor, allowing the use of Windows applications to run
in a virtualized environment. Further, Windows can be rebooted remotely in the event of
a “blue screen” problem.

It is important to note that SBS includes some useful features, including its ability to link with
a Microsoft Office Live Small Business account for Web site hosting, the ability to view all
connected PCs through the SBS Console, the ability to restrict activities on individual PCs on
the network, the redirection of the My Documents folder to a shared folder on the SBS
server, and the provision of fax services. However, some of these features, integration with
Microsoft Office Live Small Business being one example, will cause the user to incur
additional charges.

INTEGRATION WITH OTHER APPLICATIONS IS CRITICAL

One of the chief strengths of Lotus Foundations is its ability to host a wide and growing
variety of applications, adding significant business value to the platform over time. This
allows the appliance to be more versatile and useful for a wider variety of business roles, a
particularly important capability as a business grows. For example, an enterprise can use its
existing collaboration platform with users in remote locations without adding new servers, IT
staff or additional skill sets. Further, for those organizations that require the use of Windows
applications, these applications can run in a VMware container in Lotus Foundations.

LOTUS FOUNDATIONS OFFERS A SINGLE PLATFORM APPROACH

Another important advantage of Lotus Foundations is that it offers a single-platform
approach for all computing requirements instead of requiring additional hardware and
software. For example, the fact that a Lotus Foundations server or appliance can support up
to 500 users means that all end user requirements (email, collaboration and productivity) and
all IT requirements (backup, disaster recovery, self-configuration and remote management)
can be managed using a single platform. This not only makes deployment and ongoing
administration easier and less time consuming, but also much less expensive, as discussed
below.

COST COMPARISON

The cost of Lotus Foundations is significantly less than the cost of SBS (SBS Standard
supports up to 75 users, after which Microsoft Essential Business Server must be used). For
example, a cost comparison of Lotus Foundations and Microsoft SBS is shown in the
following tables.

©2009 Osterman Research, Inc. 10
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*> Windows Small Business Server 2008 Standard (includes five Client Access Licenses)

* Windows Small Business Server 2008 CAL Suite, 20-pack

> Additional costs in the SBS environment include desktop productivity software, remote management tools, backup disk drive,
backup software and remote maintenance; in the Lotus Foundations environment. Desktop productivity software, remote
management tools, backup disk drive, backup software and remote maintenance capabilities are included as standard in the
Lotus Foundations environment.

¢ Software Assurance is included for Year 1 with the Lotus Foundations licenses; SBS Software Assurance costs are 25% of the
total licensing costs.

’ Windows Small Business Server 2008 Standard (includes five Client Access Licenses)

8 Windows Small Business Server 2008 CAL Suite, 20-pack (x2) plus Windows Small Business Server 2008 CAL Suite, 5-pack

9 Additional costs in the SBS environment include desktop productivity software, remote management tools, backup disk drive,
backup software and remote maintenance; in the Lotus Foundations environment. Desktop productivity software, remote
management tools, backup disk drive, backup software and remote maintenance capabilities are included as standard in the
Lotus Foundations environment.

'° Software Assurance is included for Year 1 with the Lotus Foundations licenses; SBS Software Assurance costs are 25% of the
total licensing costs.
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The assumptions used in the examples above are as follows:

* One appliance is used in each deployment.

* Services include email, local file storage, email security, VPN access, desktop productivity

applications (Lotus Symphony and Microsoft Office, respectively) and a central file
system, among other services.

It is also important to note that Lotus Foundations offers a much flatter per-user pricing
structure, as shown in the following figure. This allows even very small businesses to realize
roughly the same cost per seat regardless of the number of users, eliminating the inherent
cost penalty that traditionally has plagued small businesses. This makes Lotus Foundations
more competitive with hosted services that tend to offer flatter pricing models.
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Small businesses face a number of challenges, particularly in difficult economic times.

Among these challenges are messaging, collaboration and other computing costs that are
much higher per seat than those faced by their enterprise counterparts; fewer IT staff (if any)
that are dedicated to managing the computing infrastructure; and fewer solutions available
to meet their computing requirements. At the same time, however, these businesses have
email, collaboration, file management, backup and other IT requirements that nearly as
sophisticated as those of their enterprise counterparts. The result is that small businesses
pay more to satisfy their computing requirements, they rely heavily on resellers to keep
things running, and they have a more difficult time satisfying their computing needs.

The situation for resellers focused on the small business market is equally difficult. These
companies are, for the most part, focused on a “break-fix” business model, in which they sell
their staff members’ time to resolve routine and regular problems among their small
business customers. These resolutions often require an on-site visit, limiting the potential for
more revenue per employee and minimizing resellers’ revenue from higher value activities,
such as custom application development and remote support of their customer base.

To address both of these issues, IBM offers Lotus Foundations. Lotus Foundations offers a
way for small businesses to deploy all of the IT elements they need in a system that is
dramatically less expensive and easier to manage than other options, most notably Microsoft
Small Business Server 2008. Further, resellers that provide Lotus Foundations can realize
greater margins and higher revenues from a new business model that focuses on a) provision
of more efficient managed services instead of the traditional business model that
characterizes most resellers’ activity in the small business space, and b) more value-added
services.
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