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Executive Summary

Generative Al (genAl) marks a transformative era in technology, reshaping how
we interact with digital systems and the world around us. Organizations are
rapidly adopting and investing in genAl, driven by an urgency to capitalize on its
transformative potential.

Despite the fervor surrounding genAl, the rush to adopt this technology disrupts
planning and preparation, leading to experiments sometimes being sold as
solutions. At the core, there is a glaring gap — the absence of robust, proven
business models, a pitfall common for nascent technologies like genAl. In addition,
genAl development is costly and talent is scarce, making investments risky.
Independent software vendors (ISVs) must focus on business-value-driven use
cases, developing integrated products that deliver higher value.
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Rushed Enthusiasm: ISV Business Priorities Overlook
Improving Customer Experience

ISVs focus on market presence and financial gains, aiming for quick market capture.
In contrast, priorities like superior customer support and user experience are less
emphasized. While this strategy may yield short-term benefits, it risks neglecting
customer satisfaction and retention, which are essential for profitable growth.

Business Priorities For GenAl Products Overlook Customer Priorities

Increase brand Grow revenue Reduce costs
awareness

Enhance user
Improve customer experience and
experiences satisfaction
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organization
Note: Showing five responses
Source: A commissioned study conducted by Forrester Consulting on behalf of AWS, December 2024

51%

Revenue generation: Projecting the potential increase in customer revenue



ISVs Rely On Off-The-Shelf Solutions To Move Fast ISVs Chase Opportunities, But Aren’t Clear On Costs

ISVs struggle to differentiate their products, predict market needs, operate profitably, and
expand their operations without compromising on quality or efficiency. It underscores
significant planning pitfalls and suggests that ISVs driven by opportunism may lack a viable

O/ mentioned leveraging cloud- business model for genAl
O based genAl platforms

“What are the top five business-related challenges

. . . ) @® Rank1 @ Rank2 Rank 3
in developing and offering genAl services?”

while on Iy Competitive landscape 12% 13% 42%

Market demand and adoption 14% 10% 37%

30%

Scalability of business model 1% 15% 37%

expressed interest in building

genAl infrastructure in-house.

Customer education and awareness 11% 10% 33%
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Source: A commissioned study conducted by Forrester Consulting on behalf of AWS, December 2024




Flawed Business Models Lead To Unsustainable GenAl
Development

The foundational weakness of lacking a business model is compounded by:

Expensive A persistent shortage A critical underestimation
development and of skilled talent. of data, privacy, and
implementation. security concerns.

These factors create an expensive and unsustainable
trajectory, leaving ISVs ill-equipped to scale effectively or
meet the demands of an increasingly competitive landscape.
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organization
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“We’re definitely crawling right now,
trying to walk.”

— HEAD OF PRODUCT, GLOBAL SOFTWARE




ISVs’ Future Strategies Aim To Focus On Customers,
Innovation, And Data

“To what extent does your organization plan to use the following strategies
for your company to stay ahead of the competition?”

(Showing “Implementing” and “Implementing and expanding”)

72%

68%

68%

67%

66%

66%

65%

63%

We are creating operational and industry specific offerings.

We are integrating customer feedback into our product development.
We are investing in R&D to drive innovation.

We are adding professional services to support customer adoption.

We are outsourcing/part with regional system integrators to do the work.
We are adopting emerging technologies (e.g., Al, blockchain).

We are focusing on innovation in product development.

We are leveraging data analytics to inform decision-making.

Base: 657 ISV executives and decision-makers with responsibility or influence of Al strategy for their organization
Source: A commissioned study conducted by Forrester Consulting on behalf of AWS, December 2024




ISVs Must Address Transformative Capabilities That
Provide Value
Current investments are directed towards generic use cases like image generation,

customer support, and multilingual support. However, ISVs want to invest in more
novel genAl capabilities to drive value, including:

Improved scala

Multimodal models !
compute, and i

Foundation models

designed to process and
integrate information from
multiple different data
types or modalities to craft
specialized applications.

ISVs Aspire To Evolve Their Offering From Surface-
Level Solutions To Deeply Integrated Products

This evolution supports a sustainable business model by creating robust and
efficient solutions that drive growth.

“How do you plan to generate additional value for your customers with
your genAl offerings in the future?”

Q
’ % 47% 44%
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Enhancing customer Offering more Increasing scalability Building stronger
support and services customization options and performance partnerships and
The infrastructure needed ecosystems
to support these advanced
technologies, handle v
increased data and 43% 42% 42%
processing demands, and —
integrate new capabilities
into existing systems Improving integration with Leveraging advanced Expanding into Innovating pricing and
other tools and platforms analytics and insights new markets monetization models
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Key Recommendations

ISVs are in the early stages of genAl adoption, needing to transform rapidly
alongside their customers. As ISVs shift to delivering impactful solutions, they should:

Demonstrate genAl-driven transformation. Customers struggle to envision post-
genAl transformation. ISVs must invest in R&D that addresses areas of vertical and
administrative solutions to help customers transform how they do business.

Upskill talent. Customers face genAl skill shortages. ISVs need to expand their talent
beyond genAl and technology, incorporating vertical and operational expertise to
develop easy-to-adopt solutions.

Enhance partner relationships. ISVs have focused on technical partnerships with
hyperscalers and frontier model builders. To advance genAl solutions, ISVs must
form strategic relationships to co-develop products linking partner offers to scalable
genAl solutions.
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Methodology

In this study, Forrester conducted an online survey of 657 executives and decision-makers at ISVs in
APAC, EMEA, and North America. Survey participants included decision-makers with responsibility or
influence of Al strategy for their organizations. Respondents were offered a small incentive for time
spent on the survey. Furthermore, Forrester also completed customer interviews with executives and
decision-makers at ISVs in APAC, EMEA, and North America. The study began in September 2024
and was completed in Dezember 2024.

[
Demographics
REGION
APAC 33%
EMEA 34%
North America 33%

ROLE

C-level executive
Vice president
Director

Project manager

15%
25%
32%
28%

NUMBER OF EMPLOYEES

20,000 or more 11%
5,000 60 19,000 19%
1,000 to 4,999 31%
500 t0 999 40%
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Explore More

Download the full study: Mining The
Generative Al Gold Rush
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