Is Software as a Service (SaaS) the right approach?
By David L. Lawrence, RFC®, AIF®
Springboard Research defines Software as a Service (SaaS) as a delivery model in which a software application is delivered to users via a web browser. Users typically do not buy the software license, only the right to use it by paying a subscription-based fee. A user may subscribe to all the features/functionalities of the SaaS application or just some of them. We have also referred to the SaaS model as On-Demand Software and On-Demand Applications. The key characteristics of SaaS are: 

· The software resides on a central server and not on customers’ machines. The user accesses the application via the network using a web browser. The SaaS provider is responsible for the performance of the software. 

· The primary value associated with SaaS is the continuous and ongoing support for the application delivered by the service provider. Network-based access enables maintenance, support and upgrades to the software from the data center. The SaaS provider is responsible for software maintenance and upgrades. 

· The software application is usually not owned by the customer, and is only rented for use. 

· The architecture of the application typically mimics the one-to-many model (e.g., multi-tenant design). While this is not true in all cases, on average it is cheaper and more convenient for the vendor to manage customers in the one-to-many architecture to bring down the cost of management, which the vendor can pass on to the customer.

Software applications delivered as SaaS include customer relationship management (CRM), web conferencing, portfolio management, financial planning , collaboration applications and even some HR applications.
Two advantages of using such software applications are cost and flexibility. From a cost standpoint, software that is offered via the internet is accessed via a login ID and Password (generally). This can potentially save money for smaller firms that may be able to get by with only one user license, shared by everyone in the office. The trade-off to this is the lack of collaboration that may be possible with multiple licenses. However, for those firms looking to cut corners and save wherever and whenever they can, this is a potential benefit.
Flexibility is the second advantage in that the software can be accessed from anywhere. This means that the financial practitioner does not have to sit at a specific computer in order to access client records, etc. Given that a number of financial advisors have both a desktop and laptop computer, having the ability to use either to access the same software and records is definitely an advantage.

Despite these obvious advantages, there are several drawbacks (and/or limitations) that must be considered. The first is speed. While many firms now use high-speed internet connections and faster computers, there is a limitation of bandwidth in delivering complex data to and from an SaaS platform. This can potentially create slowdowns and, in some cases, freezes. Software manufacturers have responded by utilizing newer technology such as Ajax (short for asynchronous JavaScript). Ajax is actually a group of interrelated web development techniques to create faster speed dynamic interfaces on web pages. 
This means data is refreshed on your screen much faster than with a more traditional HTML-type site. Without getting too technical, Ajax uses HTML  (Hyper-Text Markup Language) and CSS (cascading Style Sheets) using an asynchronous page load technique that avoids whole page ‘reloads’ when data needs to be refreshed. 
Among software makers, this technology can be delivered more cost-effectively than other methods. Still, if a true comparison is to be made between software that resides on your computer versus SaaS delivery of information, the resident software will still probably be faster, though the gap between them is narrowing.

Another potential drawback is data security. Many firms have resisted moving their clients’ private financial information into a web-based database as it was considered a security risk (risk of hackers stealing information). And, while this is still true to some extent, advances in web security such as near military encryption levels, advanced password and user confirmation techniques have significantly reduced this risk. Using multiple backup locations, offsite and onsite, have reduced the risk of data loss, which is another risk. 

Yet, a third potential drawback may be the ability of the web-based software to communicate with more traditional desktop software. And, in this case, the argument may be fallacious in that the issue is not whether SaaS can talk to Desktop software, but whether any software can talk to any other software, regardless of its delivery method. 

Software companies that deal with financial practices (financial planning software, CRM programs, Portfolio management, etc.) have been reluctant to offer the ability to share data with other, non-related software. Though, the trend is now changing somewhat. Many now have struck deals with specific, targeted software makers to share via an API (application programming interface) that permits the sharing of data. In cases where two software makers offer complementary products, this makes sense and extends the offering (and usability) to the end user. It may also create opportunities for cost savings over purchasing these programs separately (for instance).

And, another potential drawback may be cost. If you compare the cost of desktop software, such as a client relationship management software program (CRM) to an SaaS version, you will note that the initial cost could be higher for the desktop version. However, it may be a one-time cost (with the exception of updates, additions, etc.) such as with Goldmine or ACT. With SaaS, you pay a subscription fee that must be continued to be paid in order to continue to use the software. For some smaller practices, this could be a concern.

So, what are some examples of SaaS programs that are available to financial service professionals, you might ask. Surprisingly, there are quite a few, but here a some of the better known companies. 

CRM Software:

Redtail Technology


http://www.redtailtechnology.com/ 

Portfolio Management


BridgePortfolio


http://www.bridgeportfolio.com/company/ 

iRebal




http://www.irebal.com/ 

Orion Advisor Services

http://www.orionadvisor.com/ 

Financial Planning 

MoneyGuidePro


http://www.moneyguidepro.com/ 

Integrated Software

Interactive Advisory Software
http://www.iassoftware.com/ 

EMoney Advisor


http://www.emoneyadvisor.com/ 

And while not a true SaaS platform, Financial Planning Consultants (www.financialsoftware.com ) offers an integrated solution that should be compared against SaaS solutions, given cost, flexibility and concerns regarding information security.

In the end, your decision should be made based on all of the above factors along with consideration for the style at which you offer services to your clients and the efficiency at which you may be able to deliver them.
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