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Some say that cloud computing, or “the Cloud,” is one of the
most transformative technological advances in human
civilization. This category puts the Cloud right up there with,
say, the wheel. In fact, Pulitzer Prize-winning author Thomas
Friedman, in his recent book, Thank You for Being Late,
refers to the Cloud as "a supernova that has forever changed

our world.” Time will tell.

It's a shame that such an important technological
breakthrough is so widely misunderstood. The very term
‘cloud’ seems purposefully invented to sow confusion. For
HR leaders facing technology investment decisions, this
confusion can be costly. Therefore, every HR leader,
regardless of technical expertise, should understand what
cloud computing is and isn't, and how it impacts their world.

This paper aims to answer these questions.

Cloud is Just a Metaphor

N the late 1000's two computer
technologists at Compag needed to come
Jp with a more catchy phrase in place of ‘a
vast network of internet-connected data
servers.” They landed on the term ‘internet
cloud.” since to them that vast network
conjured the iImage of a cloud. Thus. cloud
computing can be understood as simply
accessing software and data residing on
servers that are part of the vast network of
servers connected by the intermet.

Cloud Computing Passes
Over Client-Server

According to Cedar-Crestone’s
201/-2018 HR Systems Survey, more
than 50% of HR technologies are
deployedin a SaaS environment
Associated with this trend, there has
been a significant drop in major
HR technology transformations while
there has been a a shift toward
deploying tools that enhance the
employee experience and human
capital management insights.
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Cloud Jargon

Contributing to the Cloud confusion is the
nvention of new Jargon. In fairness, when
something entirely new comes into
existence it's necessary to give it a name. But
once names become buzzwords, misuse
and confusion are inevitable. There are tons
of acronyms. We won't cover them all. but
let's focus on the few that matter most with
HR technology.

Software-as-a-Service (SaaS)

5aaS stands for Software-as-a-Service and
S the most common form of cloud
computing. Saas customers use software
owned and maintained by the software
orovider on its server(s) Because the
software Is accessed via the internet, it's said
to be 'in the Cloud.” But. of course, the
software resides on physical servers, most
ikely on a ‘server farm.” In places like Des
Moines. |A or Las Vegas. NV, Data farms dot
the globe: on land. not In the clouds,

Hosting (Not SaasS!)

Software 'hosting preceded Software as a
Service (5aas) offering and has shrunk
dramatically as a result. In a true hosting
arrangement. the vendor 'hosts” and
Maintains the client organization's software
on the vendor's server(s). Once S5aas
pecame a buzzword the two terms were
sometimes conflated. hence the need to
clarity here
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Tenancy

S5aas Is to software licenses as renting Is to
nome ownersnip. Hence the ‘tenancy’
concept came to be used. Single tenancy
means only one client uses a given instance
of the software that resides on the software
orovider's server, while mulii-tenancy
means Mmultiple clients use the same
instance of the software on the vendor's
server

Platform-as-a-5ervice, or Paas. came onto
the market to give Saas clients a way to
create custom functionality without
customizing the core software itself
Peoplesoft users are familiar with the
PeopleTools platform that serves the same
oUrpose IN a client-server environment
~aas Is the Cloud's version of a
development platform on which client-
specific solutions can be developed.
Because the customizations are developed
on the vendor's platform. they automatically
Nntegrate with the core 5aas offering. It
should be noted that while it Is tempting to
think of Paas as an easy way to avold Saas
customization restrictions, buyers should be
aware that Paas customizations have much
the same downside as customizing client-
server software packages. when it comes to
upgrade/update. The extra complexity may
pe slightly less with PaaSs, but this is offset
oy the frequency of Saas updates. For
apsolutely necessary customizations Paas
may e a viable option, but staying within
the Saas vendor's delivered configuration
options remains the easiest path. some
things never change
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Designed “for" the Cloud vs.
existing “in" the Cloud

"In a way, we don't have a finished
product, we have a customer
relationship involved with a

AS the buzz around "cloud” took off, many

sroduct” traditional software vendors rushed to port
 their desktop or server-based software onto
IT Team Leader at Uber servers that they hosted. They basically put

thelr existing software 'In" the Cloud. While
this allowed their users to access the
software via a browser, the software was
virtually the same.

On the other hand, several newer vendors,
and more and more legacy vendors, bulilt or
re-engineered their software ‘for the Cloud.

Things like security. system scalability and

extensibility. redundancies and data back-up,
were all built-in to the original software
design

Why Doing the Cloud

“Right™ Matters

Although the Cloud doesn't change the fact
that it's all just software. the Cloud delivery
system. itself. has transformed the way
software evolves. Like all software, no two
cloud solutions are created equally. Here are
a few benefits and things to consider when
considering cloud HR solutions,

Innovation Cycle Acceleration. Because
cloud software vendors don't physically
distribute their software, they can implement
fixes and enhancements by modifying the
code in the Instances of the software
Maintained on thelr own servers. Thus, the
vendor retains complete control over this
orocess, rather than being at the mercy of
local I'T support.
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To manage changes on the client side
cloud vendors typically schedule releases’
or ‘updates’ on a set schedule, so as to
allow clients to plan accordingly. But
compared to software version upgrades
the frequency of Saas updates is far
greater. thereby enabling dramatic
acceleration in the pace of innovation. As a
result. the Cloud is a leapfrogging paradise
To borrow Mark Twaln's famous quote
about the weather in New England. If you
don't like today's functionality, Just wait a
ittle while, itll change

nnovation and Disruption. As we've seen
across many industries, internet startups
have disrupted markets and even become
ndustry leaders, seemingly overnignt. The
HR technology Industry Is no exception. The
single fact that Saas vendors are free from
the burden of manufacturing and
distributing software through traditional
sales channels makes it much easier for
startups to get into the game and
outmaneuver the incummbents

Nowhere Is this more apparent than at
annual HR technology conferences. In the
shadows of the major vendor displays.
stretch row after row of up-and-comers
competing for the rays of light that manage
to find thelr way through. It Is safe to say
that each and every one of these bootns
houses a cloud vendor. But even more
revealing Is the fact that some of the big
vendors whose logos dominate the
entrance of the hall were once occupants
of small booths in a back alley. Today
theyre out front because someone had the
rignt idea, the resources to put behind it,
and the Cloud to make it all possible
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Consumerization Ever since customers pegan
accessing HR technology via the internet. the
technology itself has been on a steady path
toward consumerization. spurred by the look and
feel of consumer-based web applications. HR
technology providers began using technigues
that previously had been reserved for marketers
and web site designers. Today's state-of-market
HR technology platforms are more akin to web
sites with computing power than software
applications with a web front end,

—arly providers of employee and manager self-
service tools offered two interfaces. typically
referred to as the ‘front end” and "back end.” The
front end was designed for employees and
managers whno required greater simplicity and
visual appeal. while the back end was for the
Nnard core users, professional processors wno
recelved a week or more of navigation traning,
typically specific to the module of thelr specialty,
followed by months of on-the-job skill building
(le. leamning by error). By contrast, more evolved
cloud applications have a more consumerized
interface for all users. While the transactions
enabled for employees and managers are
typically less complex, the user interface is not

—xtensibility Unlike server-based software, which
often operated In total isolation. modern cloud
systems are extensible and easily connected
with other systems. For example, more advancec
HR technology systems or platforms often
orovide connectors or Application Programming
interfaces (APIs) into financial management
systems. The advantage of course is that payroll
and benefit cost data can be mapped directly to
the general ledger, eliminating data re-entry and
oroviding real-time. up-to-date financials.




This is critical as workforce costs are often
the single largest cost area for
organizations. The degree to which and
ease at which solutions do this varies
greatly. but ‘connecting’ systems with
Mminimal help or support from 1T 1s
becoming INcreasingly more important,

Moblle has been a major driver of this trend,
As mobile devices propel the replacement
of the laptop as the primary computing
device HR technology vendors recognize
that to remain competitive their software
Must be mobile responsive to ensure the
compatibility of mobile devices.

HR Catching Up to the Cloud

Throughout numan history. technological
advances have been followed by periods of
delayed assimilation. a phenomenon
sociologist Willlam Ogburn in 1922 termed
‘cultural lag.” It seems that as long as
humans have invented new tools, human
culture has needed time to figure out how
to use them. Sometimes, we never truly do.

Observing this, there are numerous
examples of cultural lag In the assimilation
of cloud computing in HR technology. One
obvious example Is the physical
centralization of HRMS users. The early
developers of client-server ERP platforms.
such as SAP, Peoplesoft and Oracle, didn't
actually envision users being corralled In
what would be called 'shared services'
centers
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Quite the opposite - they envisioned HR staff
across roles, functions and physical locations
iNnteracting with the software in real time as part
of thelr Jobs, Just as workers on the factory floor
used thelr manufacturing and inventory
management modules in day-to-day work. But
pecause the software proved difficult for casual
HR users to master. organizations formed teams
of expert processors and put them in "shared
services centers (No doubt to the consternation
of the software vendors who set thelr eyes on a
much higher number of user licenses) Even
though new cloud software applications are
much more intuitive, organizations have been
slow to break this mold. Instead of distributing
usage. as the first innovators envisioned, more
often than not the new consumerized software Is
simply replacing old technology in the same
centralized environment.

Some adopters of the new cloud-age platforms
are even foregoing the consumerized self-
service interfaces being offered. In effect putting
them two technology generations benhind. In
these organizations. the same employees who in
thelr personal lives purchase goods, conduct
panking transactions and pbuy arrline tickets online
are excused from updating their own personal
data at work. Various reasons are given, but it still
comes down to the same thing - cultural lag

Negotiating in the Cloud

After more than a decade of buying software as
a service, we HR professionals still think and
pehave like we're buying software rather than a
service. One way to shift this mindset Is to
consider that a Saas subscription 1s essentially an
outsourcing arrangement. In which the customer
S buying an outsourced technology service
rather than software licenses



Selection. In the days before cloud. software
selection was primarily driven by functionality,
nardware compatibility, licensing costs and support
costs. Fit-gap analysis was the analytical process of
the day. aiming to determine the extent to which the
software's functionality matched that of the legacy
system

N the Cloud era. functional capabllities are table
stakes. The par has been raised to be not just about
what the software does, but more importantly how
the user experiences it which includes but I1s not
imited to functionality. Today's user experience
must be frictionless.” meaning the user Is able to
accomplish a multitude of tasks without getting
stuck or requiring any unnecessary effort, let alone
frustration. One way to think about the frictionless
experience Is that a novice user should be able to
navigate the system with the same ease as an
experienced user. This is indeed a high bar, but
nonetheless the new expectation set by consumer-
pased websites like with shopping on Amazon
(Mmultiple, complex systems delivered together in an
ntuitive user experience)

This Is not to say that functionality never
differentiates between Saas products. But thanks to
the rapid pace of innovation enabled by the Cloud.
functionality based advantages can disappear
quickly. In this atmosphere, it's crucial to understand
the vendor's development vision. priorities and
timeline.

The interoperability of functions is also very
important. Vendors that have moved to the Cloud
through acquisitions must find ways to create a
seamless. Integrated user experience. Otherwise,
frictionless will not be achieved. Finally, and in some
ways most importantly. the vendor relationship must
welgn heavily,
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Learning to Love Trade-Offs

Today's Saas products are functionally very rich
with a great deal of configuration flexipility. But no
tool will do everything your organization needs,
exactly how youd like it to. Learning to embrace
trade-offs is part of moving to the Cloud

Organizations that cannot make the shift will
encounter higher dissatisfaction and lower
returns on their investment. Moreover
organizations that successtully deploy Saas
solutions must recognize that a holistic solution
deployment entalls changes in people skills
and/or behaviors, organization and processes.

© 2018 Leapgen, LLC. All rights reserved




Love the One You're With

When asked inthe 201/-2018 Cedar-Crestone HR Systems Survey the extent to which
their current HR technology meets business needs, repondent organizations with high

levels of Saas utilization were more likely to answer “always meets our needs” than
those with low Saas utilization. One possible interpretation is that SaaS-savvy
organizations have learned to adjust business processes to leverage delivered SaaS
functionality.

Negotiating and Contracting

t should be no surprise that negotiating a 5aas deal is
different than negotiating for software licenses. One
obvious difference Is that Saas pricing is based on the
size of the user base rather than the number of
icenses. The secret to negotiating. In any contest, Is
understanding what the other party values in the
excnange.

t's important to validate that you own the data and
won't be charged to extract data at any point in time. In
the world of the Cloud you're not just buying software,
youre buying a relationship. which hopefully will be
long and mutually rewarding. Buyers must look
peyond functionality and price to evaluate all aspects
of that potential relationship. Taking care up front will
yield richer rewards Iin the long run
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Looking Ahead

t those who see the Cloud as transformative in
numan history are correct we should nold onto our
nats, because we're In for a wild ride. Although the
future Is Impossible to predict. If history promises
anything it's that today's pace of change is the
slowest it will be for the rest of our lives

Cloud technology will expand outward from
transforming mere transactions and interactions to
helping transform the workforce experience itself.

A recent study publisned by Bersin points to a
measurable trend away from hierarchical pyramids
toward more network-centric organization models
The clear reason is that today's organizations must

find ways to be more agile in the face of
accelerating change

BSe agile in the face of accelerating change - Thats
the opportunity that cloud technology affords HR.
As mentioned earlier, working with a cloud provider
allows HR leaders to take advantage of those
vendors capabillities (e.g. hosting. development,
iNteroperability). This, in turn, delivers value In the
form of tfaster iInnovation and a better digital
experience. But most importantly. it allows HR to
focus on what really matters - serving the needs
and expectations of a digital workforce. To meet
these expectations and bolster thelr organization's
employee value proposition, HR must reimagine
Now WOrk nappens using increasingly important
competencies such as human centered design.
data analysis and agile project management. And
WwOrking with true cloud providers enapbles them to
do just that HR's time 1s now!
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