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Chapter 8
SME as a Service
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ABSTRACT

The market evolves at an increasingly faster pace. Enterprises, and in particular SMEs (Small and Medium
Enterprises), besides having to stay agile, competitive and aware of competition, must give customers
what they need (customized products or services) when they need it. The classical business paradigm
(carefully studying what customers have bought in the past to predict what they will buy in the near
future and derive a strategy from it) is not agile and adequate enough anymore. This chapter discusses
a customer-centric business paradigm with enough agility to follow the patterns of customers’ needs
and the ability to customize specific needs as a variant of some pattern, turning the very low volume
customer market into a viable business opportunity. The customization and corresponding production
result from concrete user requests and not anticipation of demand. We call it EaaS (Enterprise as a
Service) and is particularly adequate to SMEs.

INTRODUCTION e  Customer side risks: customer failing to
pay, no purchase orders or cancelations;
An enterprise is usually part of a value network e  Its own risks: bad strategy, unattractive or
(buying from suppliers, selling to customers and uncompetitive products/services, poor sup-
managing its own resources, Figure 1a), where it plier, customer or resource management,
suffers three main types of risks: inability to deal with supplier capacity/
customer demand mismatch, insufficient or
e  Supplier side risks: supplier discontinu- inadequate resources, hazards.
ing or failing to provide a product/service,
betting on a supplier’s technology/product Eachenterprise tries to minimize these risks in
that looses on the market; various ways. One basic technique is diversifica-
tion (second source suppliers, broad client base,
DOI: 10.4018/978-1-4666-3886-0.ch008 diversified product/service offerings), butdealing
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SME as a Service

Figure 1. Modeling an EA: (a) structure and (b) metamodel
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with many suppliers, customers and products/
services adds to entropy and entails its own costs
and risks.

SMEs (Small and Medium Enterprises) are
particularly vulnerable because they have limited
resources and are usually neither in a position
of imposing on suppliers (not enough business
volume) nor of benefiting from economy of scale
(most of them operate on the niche, occasional
and low volume/item markets, grabbing a share of
the market’s long tail (Anderson, 2006) that many
large enterprises don’t bother with). Credibility
is also a very important indicator for customers
(especially the big, worthwhile ones, which are
more averse to risk and prefer large enterprises as
suppliers, even if their price is higher).

To be competitive, SMEs have to behave dif-
ferently from large enterprises operating in the
same markets, by taking approaches such as:

e Innovative products/services: Potentially
very rewarding, as getting to a new market
first is a huge head start, is also very risky
to pull through, not to mention the difficul-
ty of having innovative ideas and the pos-
sibility of quickly being overrun by a larger
company seizing the idea with a competing
product/service;
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e  Customized solutions: For customers that
have specific requirements and cannot sim-
ply use mass products or utility services.
This, however, can be man-power inten-
sive, require significant development and
management capabilities and face compe-
tition from large reconfigurable manufac-
turing or consulting companies;

e  Adaptability: In today’s fast paced world,
each opportunity must be seized with ef-
ficacy, efficiency and responsiveness. This
means providing the customer with the so-
lution that is really needed (not just chew-
ing in some ready-to-sell solution), con-
suming resources only as needed (TCO,
Total Cost of Ownership, as low as possi-
ble) and being able to quickly restructuring
the way the enterprise operates, if needed.
Large companies can be slower to respond,
have greater TCO and resource manage-
ment (that needs to be charged to the cus-
tomer) and be less akin to adapt to small
customers.

Adaptability (the ability to change and adapt
to specific or new requirements and goals) is
one of the best weapons against competitors
that SMEs can resort to in a sustained way. In a
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