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Abstract

This report is a summary of the research and analysis carried out by

INPUT into the Computer Software and Services Industry in Western

Europe.

The report examines the performance, status and growth potential of the

computer software and services market. Forecasts are included for the

Western European country markets of France, Germany, the United

Kingdom, Italy, Sweden, Norway, Denmark, Finland, the Netherlands,

Belgium, Switzerland, Austria, Spain, Portugal, Greece and Ireland.

The computer software and services industry is defined by INPUT as

comprising eight major sectors - processing services, turnkey systems,

applications software products, system software products, professional

services, network services, systems operations and systems integration.

These different sectors, or delivery modes, are further sub-divided into 24

subsectors for forecasting and analysis by country within the report.

Each sector is examined with respect to major trends, market dynamics

and issues. Estimates of sector and country market growths are given

together with annual size estimates up to 1998. Leading vendors are

identified for each country and for each sector in Europe overall. In

addition there is an analysis of the major country markets by vertical

industry sector.

All the sectors are examined more fully and with more detailed

commentary in separately published INPUT research programmes and

reports.
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Introduction

This forecast is produced as one of a series in INPUT'S Software and Services

Planning Services for the computer software and services industry in Europe.

The forecast is an overview of the whole European market designed to assist

vendors in:

• Identifying new industry or cross-industry market opportunities

• Quantifying market sizes and shares

• Obtaining insights into trends in market growth or decline

A
Scope of the Report

These forecasts represent an on-going analysis of software and services

markets by industry and cross-industry sectors in major European countries.

Spending on software and services is related back to anticipated changes in

the level of overall IT budgets.

The market is analysed by industry sectors, cross-industry sectors and by

generic product sectors. The delivery modes in all three categories are added

together to provide the delivery mode forecasts for each country.

1. Industry sectors

The sectors forecast for each major country include:

• Discrete Manufacturing
• Process Manufacturing
• Transportation

• Utilities

• Telecommunications
• Retail Distribution

• Wholesale Distribution

• Banking and Finance

• Insurance
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• Healthcare
• Education
• Local Government
• National Government
• Business Services

• Other Sectors

For each of these industry sectors there is a forecast of the delivery modes
specific to that sector:

• Professional services

• Systems integration '

• Systems operations

• Transaction processing services

• Network services

• Applications software

• Turnkey systems

The full definition of each sector is given in INPUT'S "Definition ofTerms"

publication.

For each of the industry sectors there is also a forecast of the IT budget,

including both intemal and external IT-related spending. This is split into:

• Equipment sales - expenditure on hardware products

• Equipment services - expenditure on equipment maintenance and environ-

mental services

• Software products - all expenditure on systems software products and

applications software product licences

• Software services - all expenditure on other services such as the service

elements of professional services, systems integration, systems operation,

processing services, network services, turnkey systems, and systems soft-

ware products and applications software product support services.

• Communications - all expenditure on IT-related telecommunications equip-

ment or services.

• Facilities - IT budget expenditure on overheads such as space, heating,

lighting, furniture, vehicles, etc.

• Staff - direct in-house staff costs including any temporary contract labour
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2. Cross-industry sectors

• Accounting
• Education & Training

• Engineering & Scientific

• Human Resources

• Office Systems
• Planning & Analysis

• Otiier Cross-Industry

For each of the cross-industry sectors there is a forecast of the delivery modes
unique to that sector:

• Transaction processing services

• Applications software

• Turnkey systems

3. General sectors

Certain sectors or sub-sectors are considered independent of any industry or

cross-industry influence. These are:

• System Software Products

• General utility processing services

• General electronic information services

Together these forecasts add up to form the basis for INPUT'S traditional

market segmentation of nine delivery modes:

• Professional services

• Systems integration

• Systems operations

• Processing services

• Network services

• Systems software

• Applications software

• Turnkey systems

• Equipment services

Detailed industry by industry forecasts are given for Europe (east and west

combined), for France, Germany, Italy, the United Kingdom, and for the rest

of Europe as a whole.

Software and services continue to attract widespread vendor attention. This

report is designed to assist vendors in achieving a consolidated view of each

market in Europe. It should be read in conjunction with other INPUT reports

in order to identify key market and product trends, vendor strategies and

opportunities.
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The report provides market sizes for 1992 with forecasts for each year from
1993 through 1998.

Elsewhere INPUT has analysed delivery modes in the European country

markets of Sweden, Norway, Denmark, Finland, the Netherlands, Belgium,

Switzerland, Austria, Spain, Portugal, Greece, Ireland and Central and Eastern

Europe. Industry sector analyses are not available for these countries.

B

Methodology

input's methodology for market analysis and forecasting remains the same
as has been used in past years. Vendors and users are surveyed to determine

what is being spent on software and services and to anticipate the likely trends

in both the short and long term.

1. Sources

This report is based principally on research activities conducted by INPUT
during 1993:

• A vendor research programme of over 500 interviews with key software and

services vendors across Europe. -

• A further 1,000 vendor and user interviews across all European market

sectors to determine trends and opinions.

• input's continuous analysis of the delivery modes and vertical industry

sectors comprising the computer software and services market.

• INPUT'S research programme into the customer services and user satisfac-

tion in the European market place.

Additionally INPUT'S extensive library and data-base of information relating

to the software and services industry was used.

2. Market Sizing

The process used to establish the market size in 1992 (total user spending last

year) is shown in Exhibit I-l.
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EXHIBIT 1-1

Base Year Market Sizing

Vendor

Revenue

Surveys

31CAdjustment for ^
Distribution

)
Channels^^^^

/^LJserX
I Expenditure J Base Year
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INPUT determines previous-year software and services revenues for the 17

countries, 9 delivery modes and 22 vertical and cross-industry sectors for

hundreds of vendors operating in European markets. This is accomplished

through interviews, use of public data such as press articles and annual com-
pany reports, and estimates by INPUT consultants.

The country, industry sector, delivery mode and sub-sector revenues of each

vendor are recombined to ensure that there is no double counting or overlap

for example between countries. Only revenue derived from within a country

are included in the vendor's revenues for that country.

Many vendors publish accounts which do not coincide with the end of the

calendar-year. INPUT adjusts these to represent those likely to be achieved

within the calendar year for consistency.

The initial local currency data from the vendors analysed is projected to

represent the revenues of the entire country market based on INPUT'S view of

the contribution to be expected from the remaining minor vendors.

Adjustments are made to eliminate errors due to distribution channel overlap

or mark-up and to ensure that captive market information is excluded. Cap-

tive markets are those revenues which a vendor receives from within the

vendor's parent group of companies.

Demographic data have also been used to validate the market sizes. INPUT
uses such sources as "Panorama of EC Industry" published by the European

Commission, to check trends in sector expenditures and employee levels in

different industries.

The end resuh is a base year (in this case 1992) software and services market

figure representing user expenditure for each of the market sectors or deUvery

modes analysed in each country.

3. Market Forecasts

In the forecasting step, shown in Exhibit 1-2, INPUT surveys IS executives

and finance directors to determine their projected expenditure levels.

The market model which forms the basis for the forecasts includes adjust-

ments for predicted inflation rates for each country.

Economic growth assumptions for each country and for each major industry

sector are also factored in to the forecasts.
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EXHIBIT 1-2

Country Market Forecasts

User Planning

Survey

Vendor Planning

Survey

9 Delivery

Modes

In addition further vendor interviews are conducted to establish their opinion

of the market and the key opportunities.

Finally INPUT consultants add their judgement to the resulting projections,

testing the results to ensure they are reasonable. In particular this phase

produces consolidated forecasts for the whole of each country by consolidat-

ing industry forecasts, and then for Europe by combining the forecasts from

each subsector.

lEU-MMF Copyright 1993 by INPUT. Reproduction Prohibited. 1-7



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

c
Report Structure

The remaining chapters of this report are structured in the following way:

• Chapter n is an executive overview offering a concise summary of the

contents of the entire report.

• Chapter EI describes INPUT'S assessment of the dimensions of the main

constituent sectors of the European software and services market. It lists the

forecasts for Europe as a whole, by delivery mode, by subsector, and the

split by country. It describes the economic and exchange rate assumptions

used in formulating the market forecasts. It also lists the European leading

vendors and their market shares and addresses some of the major issues

impacting the market environment.

• Chapter FV provides a sector by sector analysis in more detail for the eight

main market sectors.

• Chapter V provides a country by country commentary and analysis of the

dynamics of each. It also identifies the leading vendors and their attribut-

able revenues during 1992.

• Appendix A provides detailed definitions used by INPUT to categorise and

analyse the activities in each market sector.

• Appendix B lists related INPUT reports in the series.

• Appendix C shows the reconciliation between last year's European forecast

and this one.

• Appendix D shows the number of vendors included in the research sample

for each country.

• Appendix E lists the inflation, exchange rate, and GDP assumptions used to

compile the report.
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D
Related INPUT Research Programmes and Reports

The following reports contain detailed analysis of each market sector, offering

commentary and recommendations for vendors active in each sector. Further

commentary and analysis of each market sector identified in this report may
be read in the full reports listed below:

1. Market Sector Reports

• SI Market Analysis & Forecast, 1993-1998
• Outsourcing Market Analysis and Forecasts

• Market Forecast Database, 1993-1998
• Industry Sector Forecast Database, 1993-1998
• Market Sector Analysis and Forecasts, 1993-1998

2. Industry Sector Reports

• European Software and Services Market, 1992-1997—Insurance Sector

• European Software and Services Market, 1992-1997—Banking and
Finance Sector

• European Software and Services Market, 1992-1997—Discrete

Manufacturing Sector

• European Software and Services Market, 1992-1997—Process

Manufacturing Sector

• European Software and Services Market, 1992-1997—Retail and
Wholesale Distribution Sector

• European Software and Services Market, 1992-1997—Transportation

Sector

• European Software and Services Market, 1992-1997—National
Governments Sector
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3. Market Trend Reports

• Leading Applications Driving Systems Integration Projects

• Client/Server Integration Services

• Procurement Approaches to Systems Integration

• Opportunities in Re-Engineering
• Methods for Successful Systems Integration Projects

• Systems Integration Opportunities in Downsizing

• Business Operations Outsourcing
• Outsourcing - Client Satifsfaction ,

• Outsourcing Opportunities in Government
• Outsourcing Systems Operations

• Outsourcing Network Management & Operations

• Outsourcing Applications Management
• Outsourcing Desk Top Services

• Client/Server - Service Opportunities

• IS Consulting - Competitive Perspective

• Professional Services - Re-Focus for the '90s

• Database Migration - The Skills Barrier

• Environmental Services

• Outsourcing Repair Services

• Vendor Structures for Professional Services

• Open Systems Services - Challenges & Strategies

• Vendor Service Strategies

• User Trends & Issues

• Impact of Downsizing on CS Markets

4. Vendor Profile Reports

• Analytical profiles of leading independent software and service vendors in

Europe

MO Copyright 1993 by INPUT. Reproduction Prohibited. lEU-MMF



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES. 1993-1998 INPUT

Executive Overview

Industry Outlook - Focus on Market Share and Profit

The market for software and services has changed dramatically under the

influence of economic recession throughout Europe. Market pressures on all

types of organisations are resulting in users increasing their IS buying power

but not their budgets. Vendors are having to reshape and reposition their

businesses in order to compete in an almost static market.

Software and services revenue growth now means winning market share.

Profit now means reducing the cost base. Only half the Top 30 vendors in

Europe made a profit in 1992. The situation may well be worse for 1993. The
winners seem likely to be those who invest well in marketing and channel

partnerships. The leading PC software vendors provide a role model.

Some of the important trends revealed by INPUT'S European research are

shown below in Exhibit II- 1.

EXHIBIT 11-1

Key Industry Trends Software and Services Europe

Business process re-engineering drives IS projects

IS departments treat users as clients/customers

New software product pricing stimulates growth and profit

Services winners focus on vendor and customer interfaces
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User demand is firmly set on gaining a rapid return on investment and on
purchased solutions. The industry's focus on solutions is not new. But there

has been criticism that many IS solutions for business left the automated

company locked into its old outdated business processes. Rather than auto-

mating a solution, IS had been used to automate the problem.

It is therefore refreshing to see the interest stirred up by management consult-

ants promoting business process re-engineering (BPR). INPUT'S research

indicates that BPR is becoming a primary driving force for changes to IS

strategy and for systems integration projects. It is understandable that several

major equipment vendors have launched management consultancy units in the

past year as they attempt to influence business needs for IS.

As user managements excercise their IS buying power, so IS managements are

learning to treat users as customers. It is becoming clear that IS departments

must start to emulate the professionalism of software and service vendors if

they are to survive the current trends to downsize or outsource IS departments.

There are strong moves among the mid-range and mainframe software ven-

dors to re-work their pricing policies. High prices are under threat both from

user dissatisfaction and from desktop vendors. User population pricing is

normal practice for PC and UNIX software. As these vendors move their

attention towards the datacentres, software prices can be expected to fall still

further. The software product industry will inevitably follow the equipment

vendors in having to re-structure and downsize.

Just as much re-structuring is taking place in the services sector. Services

vendors are working closely with partners to deliver best practice and best-of-

breed solutions. The cost and risk of developing dedicated custom software

usually cannot be justified. The management of partner interfaces, the rela-

tionship with customers or suppliers, will become the key factor distinguish-

ing the successful vendors in the 1990s.

B
^

^

Overall Market Forecasts - Recovery May Be Slow

INPUT estimates that the overall computer information services market in

Europe was $100 billion in 1992, including $22 billion attributed to equip-

ment services. As Exhibit II-4 illustrates, the overall market is expected to

grow from $105 billion (ECU 83 billion) in 1993 to $150 billion (ECU 127

billion) in 1998, despite the current economic recession and reduced confi-

dence in the industry.
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Information Services Market, Europe

This forecast represents a compound annual growth rate (CAGR) of 8%, down
1% from last year's forecast. This growth includes the predicted effects of

inflation country by country around Europe - see Appendix E for assumptions.

Each of the contributing delivery modes is summarised later in this chapter. A
full market analysis for each sector is available in related INPUT reports. The

effects of the forecast and the relative sizes of the sectors is illustrated in

Exhibit n-7. [Equipment Services, Systems Operations and Systems Integra-

tion are reported in detail in related INPUT research reports and continuous

information programmes.]

In most of the following tables, the term "Information Services" is used to

describe the whole market. "Software and Services" totals are also quoted

which exclude Equipment Services, allowing the reader to make comparisons

with previous versions of this reference book.
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Delivery Mode Analysis Information Services Market
Europe, 1993-1998
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c
Major Country Markets - Cultural Differences Prevail

France continues as the largest European market. In 1992, France accounted

for 23% of all information services user expenditure in Europe. Exhibit 11-10

illustrates the size and growth of the major country and regional markets.

France, Germany, the United Kingdom and Italy together accounted for 69%
of the overall market in 1992.

Little difference is apparent in the overall growth rates for each country, but

this hides very significant differences in the business mix traditional to each

country. For example, the professional services sector in France represents

nearly 40% of the French market for all software and services, while packaged

application solutions - turnkey systems plus applications software products - is

only 23% of the market. In Germany this pattern is reversed with professional

services holding only 22% of the total compared to packaged solutions with

35% of the total German market. German organisations prefer to buy com-
plete solutions or to develop them using in-house staff.

The size of the French market has led to the French being the largest European

vendors as they vie with U.S. vendors for market share. Seven of the Top 30

vendors are French, one less than last year, and twelve are U.S. in origin, one

more than in 1991.

Of the other European software and services markets shown in Exhibit II- 1 1

,

the four Scandinavian countries accounted for some 1 1% of the total in 1992.

They exhibit one of the slowest rates of growth principally due to the high

proportion of processing services in these countries.

The Netherlands, Belgium and Luxemburg - Benelux - account for 8% of the

European total with a good forecast growth rate of 9% per annum from 1993

to 1998.

Central and Eastem Europe can be seen as a completely under-developed

market for software and services. Many systems integration contracts were

placed in 1992 and 1993 as the countries begin to put in western-style com-
mercial infrastructures. Although there are some local advanced software

skills - often developed on pirated software - the lack of available funding is a

major constraint to more rapid business development for vendors.

Spain, at 11%, has one of the fastest growing markets, but economic hardship

means it is not as attractive as it was at the start of the 1990s. Among the

remaining five countries (identified as Rest of Europe in the Exhibit 11-12).

On average these countries will grow at the same rate as the total European

market. Since they tend to have high inflation rates this implies generally low

real growth.
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EXHIBIT 11-4
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D
Professional Services - Growth at a Record Low

Disillusion with the value of past spending on IT has been heightened by the

tough economic cUmate in Europe. The IT industry is seen to have failed to

deliver the benefits promised. The once healthy growth of professional

services in the computer business has stopped in its tracks. Cap Gemini

Sogeti, the largest such vendor in Europe, saw its first ever loss and revenues

fell 17% in 1992 in France, its home market.
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Exhibit n-5 shows the forecast for the component parts of the professional

services sector. Aggregate growth is predicted at an all time low of 4%
CAGR, near zero in real terms with inflation removed.

Professional services vendors and IT departments face similar challenges.

Their staple activity, application software development, is being replaced by

requirements for other skills as users demand faster results and direct business

benefits.

The focus of IT requirements is now firmly on meeting end-user business

needs including results in short time scales. As a result, services demand is

polarising towards managing the "old" better and implementing the "new"
faster:

• managing existing systems and user demands more cost effectively

• building new business solutions more rapidly.

This is creating high growth opportunities in key service areas such as appli-

cation manag'e.ment and systems integration, as well as stimulating the market

for software products.

These fundamental changes are presenting a major challenge to professional

services vendors as new opportunities emerge outside the traditional business

of custom software development.

Professional Services Market, Europe
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The IS consulting sector was static during 1992, but is expected to recover as

clients begin to invest again in strategic projects. The past year has seen

several major equipment vendors set up management consulting units, but

these are not likely to impact the market for several years.

The training market has been constrained by the effects of recession, of low

staff turnover and of improved use of technology. PC and open systems

product training has performed well, but traditional IS training for mainframe

and mini environments has fallen off badly.

The custom software sector which includes contract labour and software

development projects has suffered from the tendency of users to buy ready-

made solutions. Many vendors are re-positioning their traditional develop-

ment services to cater for new demands such as application management and

rapid application development (RAD).

In-house IS departments have limited resources for these new demands.

Already in-house spending on new applications is less than the spending on
purchased solutions. INPUT estimates that $40 billion will be spent on

software products and professional services in Europe during 1993. In con-

trast around $30 billion will be spent on development projects using in-house

staff.

The on-going support of older legacy software systems typically uses up 65%
of the available people in an IS department. This compares to a far lower

percentage of staff active on such work in a professional services vendor.

Vendors who can lower these costs for users are finding a very large market

opportunity in application management.

E
^

Systems Integration - Changing Demands Sustain Growth

Although the overall level of growth in software and services has decreased

considerably over the past few years, the systems integration market has

maintained consistently high growth. During 1993, INPUT estimates that the

European systems integration market will grow 17%, much higher than

general professional services. (See Exhibit II-6.)

Full market analysis is available in INPUT Europe's Systems Integration

Market report which is available separately or as part of a continuous research

programme.
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Systems Integration Market, Europe
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The high level of growth has been driven by users' increasing propensity to

sub-contract major projects and an increasing desire for fixed price contracts

rather than time and material based services.

The question now is whether or not this comparatively high level of growth

can be expected to continue. INPUT forecasts that it will. The major factors

which will drive this growth are:

• Project focus becomes client/server component integration

• Transportation and utilities sectors provide new opportunities

• Central and Eastern Europe is a high growth region

One factor in the development of the systems integration market has been

changing user attitudes towards the subcontracting of large systems develop-

ment projects. The management culture of organisations is also changing as

organisations adopt higher levels of decentralisation and transfer decision-

making to local business units.

These cultural changes are now being complemented by a shift in technology.

The result is that systems integration projects are evolving from large bespoke
systems development projects to projects based on client/server architecture

and oriented around the assembly of standard software products and kernels.
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The main change expected over the next five years is the rapid growth in the

use of application software products and kernels as the basis of systems

integration projects. Overall, including both systems software and application

software, the software products component of the systems integration market

is expected to increase from 26% to 43% of the market value over the next

five years. At the same time, the market's dependence on professional ser-

vices is expected to decline from 45% to 33%.

Another of the main trends in the systems integration market is vendors'

increasing specialisation by industry sub-sector. To be successful, this strat-

egy depends on access to appropriate software products. Access to software

products not only demonstrates a vendor's experience in the sector, but also

offers the client increased flexibility and reduced project costs and timescales.

The pattern of demand in the commercial sector is beginning to change.

Traditionally the commercial systems integration market has been dominated

by projects in the financial services and manufacturing sectors. However,

there are now signs of the demand from these two sectors stagnating and new
sectors such as utilities, transportation, and distribution are assuming a greater

importance in the systems integration market.

Sectors such as retail and transportation have been comparatively low inves-

tors in the past. However, these traditional low investors are often

characterised by the highly distributed nature of their operations. The advent

of client/server architectures has led such organisations to perceive that

information technology and communications have now matured to the stage

where they can provide real business benefits.

The demand for systems integration projects by country or region is also

becoming more volatile. Firstly, this is a reaction to the changing economic

circumstances of the major economies. Until 1992, the German economy, and

the German systems integration market, was viewed with considerable opti-

mism by vendors. This view has now changed with vendors expecting low

growth in the German systems integration market over the next few years. In

contrast, the systems integration market in the United Kingdom which has

been depressed in recent years, is now the source of renewed optimism.

Secondly, there is the emergence of significant new markets such as Central

and Eastern Europe. The systems integration market in Central and Eastern

Europe is expected to be the fourth largest market, and to be two-thirds the

size of the German market, by 1998.

The Eastem European systems integration market is created upon new infra-

structures being formed in support of changing central government, banking

and telecommunications operation in this region. Major beneficiaries have

been the equipment vendors such as Groupe Bull, Unisys and ICL.
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Systems Operations - Segmentation Poses Challenge

The outsourced systems operations market in Europe continues to grow
rapidly, and high levels of growth are expected to continue into the future.

The forecast for the European outsourcing market is shown in Exhibit 11-7,

Overall the market will grow at 20% CAGR from $2.7 billion in 1993, to $6.6

billion in 1998.

Full market analysis is available in INPUT Europe's Outsourcing Information

Systems Market report which is available separately or as part of a continuous

research programme.

EXHIBIT 11-7

Systems Operations Market, Europe
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It is often assumed that high levels of market growth mean an undemanding

market where every vendor is profitable and market entry is comparatively

simple. However, this is not the case in the European outsourced systems

operations market.

The European outsourcing market is segmenting into distinct platform opera-

tions and applications operations sectors, each with its own success criteria

and dominant vendors. In addition, vendors are facing the challenge of

delivering support services to clients operating distributed IS architectures.

This segmentation is creating difficulties for vendors offering generalised

outsourcing services. To be successful, vendors need to focus on either the

platform operations or the applications operations segment.
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The platform operations segment is forecast to show the lowest growth over

the next five years. It is also an extremely competitive market, now becoming
dominated by a small number of vendors in each country.

Throughout Europe, the platform operations segment offers very low margins,

particularly in the early years of contracts. This market is becoming a very

challenging one for vendors as a small number of vendors drive down their

costs of operation and become very price-competitive. It is necessary for the

senior management of these organisations to be content to operate at very low

profit margins while their market position/dominance is being established.

The platform operations segment is largely held by European vendors such as

Hoskyns - a subsidiary of Cap Gemini Sogeti, and debis Systemhaus. How-
ever, vendors of U.S. origin have been particularly successful over the last

year in winning major applications operations contracts.

While platform operations emphasises cost reduction as the rationale for

outsourcing IS functions, applications operations concentrates on demonstrat-

ing business value, that is, the increased effectiveness of IS' contribution to

business goals once it is outsourced. Applications operations contracts pro-

vide the vendor with considerably higher level of profit than platform opera-

tions contracts.

The most successful vendors in winning large applications operations con-

tracts over the last year have been EDS, Perot Systems, and CSC. Their

approach may now be copied by a number of European outsourcing vendors.

INPUT has consistently predicted that outsourcing will develop in three

stages:

• Firstly by outsourcing IS infrastructure management such as the operation of

data centres

• Secondly by the combination of management by external vendors of both

systems development and IS infrastructures

• Thirdly by the outsourcing of complete business functions of which IS is

merely a part.

Indeed in Europe, applications operations is forecast to grow more rapidly

than platform operations over the next five years as organisations increasingly

accept the virtues of outsourcing systems development. In other instances, the

outsourcing of complete business functions (business operations) has also

begun.

However, many organisations are still at the stage of outsourcing their IS

infrastructure management. Even here, there is increased emphasis on the

management of corporate networks and desktop services.
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So far this challenge has been most successfully met by the large PC dealers.

The ability to supply desktop services and outsourced network management
will be a critical factor in retaining current platform operations clients, as they

downsize to a client/server environment.

The United Kingdom is the most developed outsourcing market in Europe,

and will continue to develop rapidly. The market in the U.K. is being further

stimulated by the pressure on local and central government to implement

compulsory competitive tendering and market testing, respectively.

Adoption of outsourcing in Germany is beginning and the German out-

sourcing market is forecast to accelerate over the next five years. In Ger-

many, the manufacturing sector is one of the most enthusiastic early adopters

of outsourcing. However, the adoption of outsourcing by industry varies

widely from country to country. For example, in the United Kingdom and

Italy, govemment - both national and local - is a very important sector. In

France, the distribution and transportation sectors have shown a high propen-

sity to adopt outsourcing.

Processing Services - Innovation in Germany

Compared to other software and associated service markets, processing

services have been the least affected by the continued general business reces-

sion. Small business failures have been reducing the cUent base for many
vendors. But this has been largely counteracted by an increase in outsourcing

as organisations seek to reduce or fix their IS (information services) costs.

Specialised applications continue to evolve to offer vendors some important

opportunities which are likely to result in overall zero real growth - an annual

average rate of 4%, split as shown in Exhibit II- 8.

Germany has experienced a strong resurgence of interest in processing ser-

vices due to the initiative of SAP. SAP is a highly successful German vendor

of integrated business application software products. Their mainframe and

mini product lines R/2 and R/3 have proved so popular that processing service

vendors are now selling them as a service to customers who do not want the

expense or risk of implementing them in-house. This has rapidly developed

into a potential DM lOOM market in Germany.

Key opportunities for processing services vendors also lie in developing

critical applications skills in areas such as payroll and credit card processing

and offering specialised services like disaster recovery support.
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EXHIBIT 11-8

Processing Services Market, Europe
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Economic recession in all European countries is leading to high levels of

business failure. This is losing many processing services vendors significant

numbers of their smaller clients as they go out of business. However, reces-

sion also feeds the trend to outsource more IS activities as companies review

the financial savings to be gained from buying-in services rather than using in-

house resources. There are many more potential clients now ready to listen to

a sound financial case for using external processing services.

Network Services - Networked Businesses Create High Growth

The use of network services is both a natural progression from private net-

working and an increasingly available and attractive option for organisations

with new data networking requirements.

The corporate data network is no longer the sole realm of technical experts.

Particularly in a recessionary environment it is becoming viewed both as a

financial burden and a valued business asset. Increasingly, organisations are

taking stock of their corporate networking costs and investigating altemative

means of satisfying their networking needs.
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As a result of these changing user attitudes to the network and emerging new
business practices, for example electronic commerce, the network services

sector overall will continue to grow in value well into the decade, at an aver-

age rate per year of 17%.

INPUT defines the network services market into a number of component
sectors. The formal definition of network services shows a market which is

comprised of two principal subsectors. Network Applications and Electronic

Information Services. Exhibit 11-9 shows the components of these subsectors.

Network Services Market, Europe
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The electronic information (EI) market is currently the largest sector of the

network services market and, after some hesitation in 1991 and 1992, will

continue to grow in size over the forecast period. It includes information

delivered via CD-ROM, a market which could accellerate rapidly over the

next five years. Generally the greater maturity of the EI market will create

slow growth. Reuters is the market leader by a wide margin in Europe.

The network applications market includes EMail, EDI, and VANS, which are

all proving very active markets, and will show strong growth for the next five

years.
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Network management is following the lead of other outsourcing markets.

Vendors are assuming full responsibility for managing networks on behalf of

clients, as the clients realise that this is a very specialist though business

critical skill.

The financial institutions, which traditionally have spent highly on telecom-

munications and have been the main markets for private network equipment

manufacturers, have not been attracted as much as has been hoped by vendors

on network services. The financial institutions are proving very conservative

in their use of Third Party network services, and in the UK in particular are

attempting to offer their own EDI services to generate revenue from their

networks, rather than spend heavily on third party services.

The government and distribution industry sectors will show amongst the

greatest growth in the use of network services over the next five years. The
distribution and manufacturing sectors use network services predominandy in

the field of EDI. This usage is set to increase, particularly in the distribution

sector for higher levels of international traffic usage.

I

System Software Products - RDMBSs and Performance Tools in Demand

After a decade of high growth, the systems software products sector has now
slowed as a result of the decline of the computer equipment market. This is

largely caused by downsizing - the selection of lower cost minicomputers and

workstation platforms to replace larger equipment configurations. The sys-

tems software product market in total is forecast to grow at 6% CAGR from

$13.6 billion in 1993 to $18.1 billion in 1998.

Reduced IS purchasing power has resulted in a relatively saturated systems

software market and substantial pressure on vendors to reduce prices. In the

search for flexible application solutions there is still high demand for rela-

tional database management systems (RDBMS). IS management with re-

stricted budgets are also spending on performance management tools for

getting better value out of existing systems.

Both the systems software products sector and the applications software

products sector have achieved remarkable growth over the last ten years.

From under one billion US dollars in sales in 1979, the industry achieved over

$18 billion by 1989 having averaged a growth rate in excess of 30% per

annum throughout the decade. As shown in Exhibit 11-10 a much lower

growth expectation is now forecast over across all equipment platforms.
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EXHIBIT 11-10

Systems Software Products Market, Europe
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Prices are expected to fall further, so that although the trend to client/server is

creating demand for larger numbers of licences, the overall value of the

market will grow only slowly.

The competitive nature of the market can best be seen in the server sector.

Both the traditional mainframe software vendors and the PC software vendors

are re-engineering their offerings for the server market. The traditional

vendors will be challenged on pricing, the PC vendors will be challenged on

sales and support channels.

J
^

Applications Software Products - Major Vendors Switch to Open Platforms

Over the past two years every major application software product vendor has

adopted an open systems strategy. Open systems have been popular for about

ten years in Europe, but it took the spending crisis in the mainframe sector to

stimulate this reaction from the lead vendors. 1992 was generally not a good
year for mainframe applications and this market is expected to continue

shrinking.
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The applications software product market in total is forecast to grow at 12%
from $10.7 billion in 1993 to $19 billion in 1998. Exhibit II-l 1 shows the

analysis of the applications software products market by equipment platform

type. It is clear from this analysis that a much greater opportunity exists for

smaller systems, both in respect to relative size and relative growth rates.

This forecast is clearly based on an expectation of continued downsizing by

users, who are choosing smaller systems, IBM RS/6000s or AS/4(X)s instead

of 3090s, for example, and a continued trend towards distributed processing

systems. The increasing costs and shortages of skilled programmers, and the

increasing need for speedier applications implementation, reinforce the ratio-

nale for selecting applications software products in preference to adopting the

luxury of custom written systems. The lower cost profile of smaller systems

accelerates this trend.

Overall, the emphasis on downsizing to smaller systems is a direct reflection

of the large price/performance disparities between the three major classes of

equipment platform. Ability to offer the same applications product on all or

several types of platforms has become an attractive and achievable goal for

many vendors.

A factor of particular relevance in Europe is the increasing use of kernel

software, or re-usable software modules that allow vendors to prepare differ-

ent versions of applications. These modules can be produced for disparate

country environments or different industry sectors. This type of approach

significantly reduces the investment needed to offer applications software

products within the diverse national environments of Europe.

Applications Software Products Market, Europe
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Within Europe the largest individual country market is France which accounts

for approximately one quarter of the entire applications software products

market. The UK is the second largest market representing about one fifth of

the total. Germany has a relatively low market share (17%) in comparison to

the size of its economy. This can largely be attributed to the German prefer-

ence for the turnkey system delivery mode for an application solution.

K ^
Turnkey Systems - Bundled Systems Grow Slower

Value-added resellers (VARs) are a key channel to market for vendors of

system components. They are also the market's primary source of turnkey or

packaged systems. Tumkey systems are defined as complete systems that

combine the equipment platform and the applications software products

together with any necessary professional services for customisation and

installation support.

The growth of tumkey solutions is lower than that of application software

products on their own. The reason for this is that a lot of equipment is now
priced as a commodity. Customers can get as good a price as (sometimes

better than) the VAR. VARs can no longer make much money on the hard-

ware, they add their value in software and services. If they exclude the equip-

ment INPUT no longer considers the business as a tumkey system.

Exhibit n-12 shows the market analysis and forecast for each component of

the European tumkey systems sector. Valued at $13 billion in 1993 it will

grow at 9% CAGR to $20 billion by 1988. It is anticipated that the improving

cost/performance of new equipment platforms will continue to depress the

equipment proportion of tumkey systems overall. The increasing power of

workstations/PC's in particular will have the overall effect of driving this

sector of the market at the highest rate, 21% per annum.

As can be seen in Exhibit 11-12 the customisation element of tumkey systems

is forecast to grow. This is being driven by the need for delivering specific

client benefits, albeit based upon a standard applications product. Strong

demand is also expected for additional professional services such as consul-

tancy and education and training, vital to secure successful implementation of

the system in the user environment.

lEU-MMF Copyright 1993 by INPUT. Reproduction Prohibited. n-19



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

EXHIBIT 11-12

Turnkey Systems Market, Europe
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The largest single country market for turnkey systems within Europe is Ger-

many (30% of the total) followed by the United Kingdom (22% of the total).

The appeal of the turnkey systems delivery mode varies between different

European countries, notably with Italian users preferring custom solutions.

These attitudes are likely to change as the cost penalty for an entirely custom

built system increases. Customised adoption of standard applications products

represents an attractive altemative.

Equipment Services - Maintenance Revenues Fall

During the 1980s, Customer Services organisations became acclimatised to

operating as independent profit centres quite separate from the sales organisa-

tions of their parent companies. Throughout this period they developed a

wide portfolio of services products and service lines in both the remedial and

non-remedial service sectors.

The challenge they have had to face since the onset of recession in the early

1990s has been to adapt their service portfolio for the open systems environ-

ment. The first half of the present decade has been mostly dedicated to mak-

ing this transition. This migration of focus, away from the proprietary and

product-orientated past and towards an open and service business orientated

future, is by no means complete:
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• Users are themselves still inexperienced in knowing what to ask for

• Vendors have still a long way to go before they feel comfortable with the

range of services they can offer with confidence.

INPUT detects the first signs of success in making the transition on the part of

vendors such as Digital, ICL and Getronics. Other vendors such as Granada,

Hewlett-Packard, IBM, Olivetti and Thomainfor would appear to be still in

the middle of the transition, while many of the smaller and more specialised

customer services organisations either have not started or do not see any great

need to exaggerate the change process into a major objective.

Exhibit n-40 shows the market analysis and forecast for the two components

of the European equipment services sector. Valued at $22.5 billion in 1993 it

will grow at only 1% CAGR to $24 billion by 1988.

Full market analysis is available in INPUT Europe's Customer Services

Market report which is available separately or as part of a continuous research

programme. This aims to aid suppliers making this transition by providing the

quantitative data relating to the growth of the market in different sectors - both

within the traditional customer services arena and in its relation to other

adjoining IT services sectors. Key issues are:

• Growth is forecast to be low (in single figures) but steady over the next five

years.

• Hardware service markets are being prevented from falling into catastrophic

decline by the increasing use of integrated hardware/software contracts.

• Service vendors are beginning to realise that as more systems become either

business or mission critical, users will value service as a means of support-

ing their front-line staff. They are less willing to pay to maintain equipment

perceived to be intrinsically reliable.

• There is an increasing need to address the newly emerging project services

markets, represented by environmental, network and other professional

services opportunities.
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EXHIBIT 11-13

Equipment Services Market, Europe

Subsector

CAGR
(Percent)

Environmental

Services

Market Size ($ Billions)

Examples of environmental services include fitting out computer rooms,

cabling, networks, and the buildings containing the systems. It also covers

environmental planning and audit services. The majority of these services are

currently provided by contractors from outside the FT industry.

Demand for third party maintenance has now moved on to multi-vendor

maintenance, where a single vendor is sought to support a variety of equip-

ment and software from a mix of suppliers. Several of the leading equipment

manufacturers are now exploring this market opportunity, with Digital taking

a lead in strongly marketing its capablility.

Leading Vendors - U.S. Software Product Vendors Increase Share

The top ten vendors of information services in Europe are listed in Exhibit II-

14. The sector revenues include total estimates for all nine INPUT delivery

modes (equipment services are included again this year). The combined
revenues of these top ten represented nearly 28% of the total European spend-

ing in 1992.
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Leading Vendors Information Services Europe, 1992

Rank Vendor
Country of

Origin

Estimated
Sector

riyVWI lUfcJo

($ billions)

Market
Sharp

(Percent)

1 IBM U.S. 9.80 9.8

2 Digital U.S. 3.40 3.4

3 Siemens-Nixdorf Germany 3.20 3.2

4 Cap Gemini Sogeti France 2.10 2.1

5 Bull France 1.90 1.9

6 ICL (Fujitsu) U.K. 1.80 1.8

7 Olivetti Italy 1.75 1.8

po rieuiers 1 1 wU.Y\. 1 'iR
\ .OO 1 A

9 Unisys U.S. 1.30 1.3

10 Microsoft U.S. 1.30 1.3

Total Listed 28 28

Total Market 100 100

* Information services includes equipment services

The equipment vendors listed are all lifting their software and services rev-

enues to counter falling equipment sales. Some of this is achieved by finan-

cial engineering and some by genuine new business. These vendor revenues

were significantly revised by INPUT in 1993. In particular this list includes

equipment service revenues.

As the largest systems vendor in Europe, IBM strengthened its lead in the

information services market in 1992. It did particularly well increasing

revenues from systems integration, operational support and environmental

services. INPUT re-assessed Digital's information services revenue across

Europe, especially revising up estimates for systems integration, software

products and support services. SNI formed a new systems integration subsid-

iary and re-organised to better deliver its product and service capabilities to

industry markets.

CGS has grown their business almost entirely by acquiring market leaders

around Europe. Organic growth was probably below zero in 1992. These

revenues include those of Cap Programator in Sweden and Cap Volmac in the

Netherlands. To attain its global ambitions, CGS will need several more

similar alUances. Sogeti has also acquired and grown a portfolio of manage-

ment consulting companies, known as Gemini Consulting, to deepen their

resources when offering a full range of services.
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Revenues from all CGS's 1991 acquisitions are included in the analysis in

Exhibit n-15. which excludes equipment vendors and equipment service

revenues.

Leading Independent Vendors Software and Services

Europe, 1992

Rank Vendor
C^.rw intfv nf

1 Illy \Ji

Origin

Estimated
Sector

Revenues*

($ billions)

MarKet
Share

(Percent)

4
1 Cap Gemini Sogeti France 2.10 O ~7

2.7

2 Reuters U.K. 1.35 1.7

3 Microsoft U.S. 1.30 1.6

4 Andersen Consultina U S 1 05 1 3

5 Finsiel Italy 0.87 1.1

6 EDS U.S. 0.83 1.1

7 Computer Associates U.S. 0.71 0.9

8 Sema Group France 0.65 0.8

9 AT&T U.S. 0.63 0.8

10 Datev Germany 0.55 0.7

Total Listed 10 13

Total Market 78 100

* Software and services excludes equipment services

Reuters is a very strong market leader in providing electronic information

services and the turnkey systems to support them in the customer's premises.

Microsoft has more influence on the market than its revenues suggest, if only

because its products are sold through practically every other vendor in the

market. It has lowered its growth expectations for 1993, but is still likely to

move up the rankings in 1993.

Andersen Consulting grew by 30% in 1991 but reports much slower growth in

1992. Their successful strategy of organic growth has been fuelled by valu-

able account management by senior partners and by an aggressive graduate

recruitment and in-house training programme. Germany, Spain and the U.K.

are their primary European markets. Their position as management consult-

ants who additionally offer a full range of IT services has given them a unique

edge with many clients. As a worldwide player they rank in the top three.
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Out of the top 30 independent vendors, there are ten U.S., nine French, three

German, two U.K., two Netherland, and only one Italian. The U.S. vendors

are well positioned for new pan-European business compared to the vast

majority of European vendors who tend to have a national base and limited

international operations.

The 1990's will undoubtedly see still more consolidation and concentration in

the European computer software and services industry. As the technology and

the market demand ever broader mixes of special skills, partnerships and

mergers will continue to reshape and polarise the industry into those offering

multinational capability and those who are leaders in their own specialist

niches.

The equipment vendors pose the most significant threat to the traditional

independent professional service vendors during the 1990s. The slow demise

of demand for custom software development requires all service vendors to

re-position themselves to tackle the bridge to business processes and the fast-

changing technical complexities of distributed systems.

NTj

Industry Market Opportunities

input's breakdown of the 1992 European software and servces market by

industrial sector is shown in Exhibit 11-16.

INPUT estimates that manufacturing is no longer the most important sector in

terms of overall European user expenditures. The largest sector is now finan-

cial services: the sum of insurance, banking and finance. Manufacturing

sector spending has shrunk from 16% last year to 14% of the total market this

year.

In terms of potential future growth, process manufacturing offers the most

promise, with food, drink and drugs subsectors high on the list for investment.

Utilities, government, banking and transport also have better than average

growth potential.

Trade barriers were removed between EC countries in 1993. This has had no

observabale effect on the market except perhaps to stimulate the

tramsportation sector. Undoubtedly it did stimulate considerable re-structur-

ing through take-overs, mergers and sell-offs, but few vendors in the software

and service business responded with any urgency to a short timetable.
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However, it has changed the buying expectations of many multi-national

customers who now plan to implement standard application solutions through-

out their European or global operations. Naturally they place a lot of empha-
sis on the delivery of satisfactory support on this scale.

Those smaller vendors who wish to participate in this multinational market

will rely on effective business partnerships with vendors or consortia who
already operate on a pan-European basis.

Industry Sector Analysis Information Services

Europe, 1993

Market Market Size Percent
Sector ($ M) of Total

Total Information

Services Market 105,000 100

Industry Sector Total 59,900 57

Manufacturing 14,200 14

Financial Services 15,700 15

Services 6.200 6

Distribution 4,600 4

National Government 4,850 5

Local Government 3,850 4

Other Sectors 10,500 10

Cross-Industry Sectors 6,200 6

System Software Products 13,600 13

Equipment Services 22,500 21

Others 2,600 2

Total Software and Services 82,500 79
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1. Return To Modest Growth Predicted

IS investment is now 40% of European spending on capital goods. As a result

the growth of the IS industry is tied closely to overall economic conditions.

The weak growth prospects for nearly all European countries overshadow the

market stimulous created by rapid advances in computer technology.

Software and services vendors are only going to squeeze more from Europe's

static IS budgets at the expense of reduced spending elsewhere. In Europe

only sixteen of the Top 30 such vendors made a profit in 1992.

In these latest forecasts for the European software and services markets,

INPUT anticipates an all-time low growth of 6% during 1993. As recession

eases average growth will rise to average 9% per year over the next five years.

For this market growth to happen, Europe must spend less on hardware, less

on computer facilities and less on internal IS staff. In other words the trends

to downsize, to consolidate data centres, to buy-in software solutions and to

outsource computer operations and support must continue or accelerate.

The challenge for the IS industry is to regain its profitability in a fiercely

competitive market moving rapidly to client/server architectures.

Exhibit ni-1 shows the relative sizes of the equipment, software and services

markets in Europe and their predicted growth rates. These growth rates

include inflation, so most countries will experience real negative growth in

Market Overview and Forecasts

A
Fierce Competition in Europe

1993.
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IS Market Forecast, Europe

$ Billions (rounded)

Sector 1 9921 C/ c
92-93

1993
93-98

1 998

Equipment Sales 56 -7 52 -3 45

Equipment Services 22 2 22 1 24

Software Products 25 6 26 11 43

Other Services 46 5 48 9 73

IS Spend Total 150 0 150 4 185

Note: All numbers are rounded after growth rates have been
calculated.

2. Key Vendor Issues

a. Lead Vendors Increase Share

The Top 50 software and services vendors in Europe increased their collective

market share in 1992 by 3% to 43%. This was achieved through a combina-

tion of business acquisitions and organic growth. The bulk of professional

services growth was accounted for by acquisition. In contrast software prod-

uct vendors achieved their growth largely organically.

Overall the Top 50 collectively increased their software and services revenues

16% in 1992. The software and services market itself grew 6% in 1992 (using

constant 1992 dollar exchange rates). In effect the group of vendors not in the

Top 50 experienced zero software and services revenue growth in 1992.

Four major groups of vendors vie for market share in software and services:

• equipment vendors like Digital,

• professional services vendors like Sema,
• software product vendors such as Oracle, and
• network service vendors such as AT&T.

Few changes have occurred in the Top 30 vendor rankings. But the software

products vendors are collectively growing much faster than their services

competitors.
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As a group the equipment vendors in the Top 50 only grew their software and

services revenues by 8%. They lost ground to the professional services

companies and to the software products vendors. The network services

vendors held their own against the rest of the Top 50. Exhibit ni-2 sum-

marises the changes for each of these vendor sub-groups during 1992. The
whole Top 50 grew by 16% from $29.3 billion in 1991 to $33.9 billion in

1992.

Top 50 Software and Services Growth

Group Revenues by
Vendor Group

1991
$ B

1992
$ B

Growth
(%)

Equipment Vendors 13.8 14.9 8

Professional Services 9.0 10.8 21

Software Products 3.4 4.5 31

Network Services 2.8 3.2 14

b. Equipment Vendors

For several years many of the leading equipment vendors have declared their

intentions of re-orienting their business away from equipment manufacture

and towards the software and services market. How are they getting on?

According to INPUT'S analysis of their European revenue streams in 1992 the

answer varies considerably from vendor to vendor. Overall there is a strong

trend to increase software and services revenue particularly for those faced

with a shrinking share of the hardware market.

The change or metamorhosis is taking place through two destinct activities.

The first is a form of financial engineering. The second is genuine develop-

ment of new business revenues.

The financial engineering within equipment vendors has taken the form of

unbundling software and services from hardware prices and costs. Reducing

equipment prices have been achieved by separating out the charges for soft-

ware and for supporting services and increasing these prices to reflect the

customer's perception of their value rather than their cost. So, as hardware

prices fell there was a significant increase in the spend on software and ser-

vices. The open systems movement had a large role to play in this re-balanc-

ing of IS spend as it has encouraged hardware price wars. Examples of

unbundled software and services are:
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• operating systems software

• systems software options

• systems software support

• pre-sales systems engineering

• system performance audits

Genuine development of new software and services business takes the form of

various types of diversification. Here the vendors are looking for a larger

share of their customer's IS spend. This can be for services not previously

bought. Or it can be as a prime contractor for products and services bought

from a variety of sources. For example the traditional equipment vendors are

making investments in: /

• cable network design and installation

• disaster recovery services

• multi-vendor maintenance
• systems integration capabilities

• outsourced systems operations

• management consultancy.

The large equipment vendors have all had a strong focus on only developing

their software and services business. But their efforts as a group have been

countered by the difficulties faced by some of their competitors.

Computervision, Intergraph and Wang have all recorded significant revenue

falls. McDonnell Douglas sold off some of its European systems integration

^d CAD business, following this in 1993 with a management buyout of its

European operations.

c. Professional Services Vendors

Among the professional services vendors Andersen Consulting and Datev

were the only two to achieve healthy growth wholely organically. All the rest

built up revenue primarily through acquisition programmes. This implies that

of the 21% revenue growth recorded by professional service vendors in the

Top 50 approximately 18% was the result of acquisitions and only 3% due to

organic expansion.

d. Software Product Vendors

The software product vendors in the Top 50 have also been building market

share. But organic growth is a much more dominant element in their 1992

growth with the chief exception of Computer Associates. As a group these

vendors improved revenues by 31% during 1992. Only 2% was directiy the

result of acquisitions the remaining 29% being organic.

The strongest contributors to this growth are the brand-leading PC software

products, relational database management software, and performance enhanc-

ing mini and mainframe software products.

Merchant software vendors threaten to encroach on other vendors market
shares as they all line up tocompete in the server marketplace.
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e. Network Services Vendors

Within the Network Services Vendor group the Top 50 range from AT&T
through Reuters to GEIS. The telecom companies have achieved nearly all

their presence in the European market by acquisition, with France Telecom
and AT&T leading in this activity. Overall these large networking vendors

have yet to succeed on a large scale in the European software and services

sector, representing only 9% of the Top 50' s total revenues.

3. Industry Driving Forces

Three topics stand out as major driving forces for change in the software and

services sector in Europe - open systems client/server, systems consolidation

and outsourcing:

a. Open Systems Client/Server

Out of the need to both exploit and control desktop computing has come the

adoption of client-server principles and technology, where computing applica-

tions work is shared between the desktop computer and specialist servers on

networks. The timing of this new wave of technology has coincided with the

availability of many open system standards and low cost products. The
development and implementation of client-server based application solutions

will undoubtedly provide the jnajority of opportunities for software and

service vendors over the next decade.

b. Systems Consolidation

The underlying trend of systems consolidation could restore confidence in

centralised IS products and services on open system platforms. For example,

strategists at Amdahl, the mainframe systems vendor, believe that UNIX will

become well established in all large data centres during the 1990's. Such a

conclusion would ensure that IS departments remain major purchasers of

software and services in spite of the recent losses of purchasing authority to

end-user management.

One of the best documented IS trends recently has been the downsizing

phenmoenon. This has been seen as the ability to achieve results by more

quickly by implementing new or replacement applications on smaller cheaper

systems. The economic pressure to reduce IS spending and get better value

for money has also resulted in significant downsizing among the vendors

themselves.

Less obvious but as important as downsizing is the trend to consolidate sys-

tems and resources. In contrast to downsizing, which usually leads to a

fragmentation of IS resources over many different systems, consolidation

leads to the rationalising of resources. Dispersed resources such as staff,

systems, or software are concentrated in fewer centres. Savings, for example,

come from economies of scale, improved management control of expendi-

tures, and reduced numbers of boxes and licences.
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Outsourcing of systems operations is also a form of consolidation. The
vendor takes advantage of critical mass to offer a cost reduction to the cus-

tomer when running his datacentre or network for him.

These two processes, downsizing and consolidation, have direct parallels in

the behaviour of organisations. Businesses are continually changing to im-

prove either their effectiveness or their efficiency. Downsizing - often moti-

vated by user frustration and the need for flexibility - is the normal outcome of

a desire to improve effectiveness. The opposite swing of the pendulum is

consolidation - the result of a need to improve efficiency and productivity. In

general these phases will alternate with each other.

Recent research by INPUT in Europe revealed that UNIX is the most pre-

ferred software environment - despite the continuous ebb and flow of the

political and technical power struggle between Novell, COSE and Microsoft.

The software environments currently implemented at the departmental server

today and for the next few years will gradually become consolidated into

datacentres or their equivalent.

The end result of this process of downsizing and consolidation is that the IS

infrastructure (networked open system servers) built up to support the end-

user (clients) will inevitably support UNIX.

Consolidation also means that IS management will retain their role as special-

ist purchasers for their organisations' IS infrastructure. This is good news for

both software and service vendors who have found their sales costs rising as

IS purchasing power moves steadily away from IS to end-user management.

However the IS professionals have now become the target not only of the

datacentre vendors but also to the desktop vendors.

c. Outsourcing

As industry and commerce become increasingly competitive and markets

become more global many companies question their need to employ staff for

non-core functions. The alternative is to outsource such functions to other

businesses, preferably for a reduction in overall cost or an improvement in

service.

Within the information services sector the most significant outsourcing trend

to occur recently has been that of systems operations - the passing over of

responsibility for the (facility) management of previously in-house computer

operations and/or applications to a third party vendor. The major advantage

for vendor and user alike is that contracts for such services imply a long term

relationship during which both parties financially benefit through economies

of scale and forward planning.
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The next major trend is the outsourcing of desktop services. Several contracts

have been placed recently for the support and maintenance of the whole

variety of desktop systems such as PC's, workstation, printers and office

servers, plus the systems and applications software being used. As business

critical systems become more distributed, purchasing decisions tend also to

move away from the central IS function and become distributed. The vendor

of comprehensive desktop services to such distributed systems may become
very influential in future system decisions compared to a vendor only support-

ing the central IS systems.

B
•

Forecasts for Computer Software and Services, 1993-1998

The forecast data provided in this report is based on research conducted

during 1993. Previous INPUT research was also considered. Market devel-

opment for the 1992-1993 period was evaluated from in-depth face to face,

mail and telephone interviews with senior executives in user and vendor

organisations. The analysis was supported by other public domain informa-

tion sources.

Each sector (delivery mode) was analysed by subsector, by country and in

many cases within vertical industry markets.

The forecasts cover the period 1993-1998 (including actuals for 1992) and

assess end-user expenditures. Forecasts are made in local currency for each

country and then converted into U.S. dollars and European Community ECUs
for aggregation and comparative purposes.

Owing to the unpredictability of international exchange rates, the U.S. dollar

and ECU conversion rates used for all the forecasts have been taken as an

average rate for 1992. These are listed in Appendix E.

In addition, the forecasts have been expressed in actual monetary terms. For

the benefit of the reader, the average inflation rates used for all West Euro-

pean countries have also been included in Appendix E.

Exhibit ni-3 shows INPUT'S forecast for the total European information

services market, which now includes equipment services. It is expected to

grow from $105 billion (ECU 83 billion) in 1993 to $151 billion (ECU 120

billion) by 1998, a compound annual growth rate of 8%.
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EXHIBIT III-3

Information Services—Europe, 1993-1998

U.S. $ Million (Rounded)

SubsGctor 1992 1993 1994

93-98
CAGR
(%) 1998

Professional Services 23,300 23,900 24,700 4 29,000

Systems Integration 4,050 4,750 5,600 19 1 1 ,550

Systems Operations 2,150 2,650 3,100 20 6,600

Processing Services 8,250 8,450 8,700 4 10,500

Network Services 4,900 5,500 6,400 17 12,300

System
Software Products 12,900 13,600 14,400 6 18,100

Applications
Software Products 9,800 10,700 1 1 ,800 12 19,000

Turnkey Systems 12,600 13,000 13,900 9 20.300

Equipment Services 21,900 22,500 23,100 1 24,000

Total (rounded) 100,000 105,000 112,000 8 151,000

Total (excluding

Equipment Services) 78,000 82,600 88,600 9 127,400

The development of each of the nine delivery modes as defined by INPUT is

shown in the same exhibit, and in detail in the next chapter. Professional

services joins the processing services sectro as the slowest growing sectors at

4% per annum on average over the five year period. Systems operations has

the highest predicted growth at 20% per annum during the same period.

Software products are not gaining market share over services in the way
predicted in previous reports. Price competition is expected to counter the

increase in product volumes resulting in overall growth just below the whole

market average. Systems software is expected to perform particularly badly

even though there are many innovative product areas in this sector. Applica-

tions software products and turnkey systems are expected to experience

difficult growth as the market continues to downsize. Volumes will be grow

rapidly but revenues will be held back by pricing pressures.
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Professional services continues to represent about one third of the whole
market, with consulting and training both suffering particularly from financial

cuts in times of recession. The fall in demand for contract staff (body-shop-

ping) has significantly lowered growth expectations in professional services.

The European forecasts are shown in ECUs in Exhibit ni-4.

EXHIBIT III-4

Information Services—Europe, 1993-1998

Subsector

ECU Million (Rounded)

1992 1993 1994

93-98
CAGR
(%) 1998

Professional Services 18,400 18 900 19 500 4 22,900

Systems Integration 3,200 3,750 4,450 20 9,150

Systems Operations 1,700 2,100 2,450 20 5,200

Processing Services 6,500 6,650 6,850 5 8,300

Network Services 3,900 4,400 5,000 17 9,800

System
Software Products 10,200 10,700 1 1 ,400 6 14,300

Applications

Software Products 7,800 8,400 9,300 12 15,000

Turnkey Systems 10,000 10,300 1 1 ,000 9 16,000

Equipment Services 17,300 17,800 18,200 1 19,000

Total (rounded) 79,000 83,000 88,000 8 120,000

Total (excluding

Equipment Services) 61,700 65,200 70,000 9 100,700

Exhibit ni-5 provides a forecast for each country, showing its local currency

forecast converted into U.S. dollars. The leading country is clearly France,

but it is now expected to lose some ground to Germany and the U.K. over the

next five years. At 8% growth, Germany has fallen behind Spain which is

now the fastest growing of the larger markets in Europe. The small market in

Central and Eastern Europe promises to grow at 20% to 30%. Scandinavia

and France can expect some of the slowest growth rates to 1998.
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EXHIBIT 111-5

Information Services Market,

Comparative Country Markets, Europe

U.S.$ Million (Rounded)

Country 1992 1993 1994

93-98
CAGR
(%) 1998

Total (rounded) 100,000 105,000 110,000 8 150,000

France 23,000 24,000 25,000 6 32,000

oermany 20,500 21,500 22,500 8 31 ,000

United Kingdom 15,500 16,000 17,000 8 24,000

Italy 10,500 1 1 ,000 1 1 ,500 6 15,000

Sweden 4,200 4,500 4,900 7 6,400

2,500 2,700 2,850 6 3,500

Norway 2,200 2,300 2,400 5 3,000

Finland 1,450 1,550 1,600 . 4 1,850

Netherlands 6,000 6,400 7,000 9 9,900

Belgium 3,200 3,400 3,700 8 5,100

Switzerland 3,700 4,000 4,200 8 5,900

Austria 1,750 1,900 2,050 7 2,650

Spain 3,600 3,900 4,300 11 6,500

Portugal 280 320 370 15 660

Greece 320 370 420 15 740

Ireland 660 710 760 8 1,050

Central and
Eastern Europe

670 820 950 21 2,100

The same forecasts are shown in ECU'S in Exhibit III-6.
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EXHIBIT III-6

Information Services Market,

Comparative Country Marl<ets, Europe

Country

ECU Million (Rounded)

1992 1993 1994

93-98
CAGR
(%) 1998

Total (rounded) 79,000 83,000 88,000 8 120,000

France 18,000 19,000 20,000 6 25,500

Gprmanv 16,000 17,000 18,000 8 24,500

United Kingdom 12,500 12,500 13,500 8 19,000

Italy 8,400 8,700 9,000 6 12,000

Sweden 3,300 3,600 3,800 7 5,000

Dpnmprk 2,000 2,100 2,250 6 2,750

Norway 1,700 1,800 1,900 5 2,350

Finland 1 ,200 1,250 1,300 4 1,500

Netherlands 4,800 5,100 5,500 9 7,900

Belgium 2,500 2,700 2,950 8 4,000

Switzerland 2,950 3,100 3,300 8 4,700

Austria 1 ,400 1,500 1,600 7 2,100

Spain 2,850 3,100 3,400 11 5,100

Portugal 225 255 295 15 530

Greece 255 290 330 15 580

Ireland 520 560 600 8 830

Central and 530 640 750 21 1,700

Eastern Europe

Exhibit ni-7 analyses the European market for software and services into

major industry sectors, cross industry sectors and generic software and service

markets. The two leading industry sectors are discrete manufacturing and

banking/fmance. Together these industry sectors account for 20% of the

European market or 36% of the industry sector market total. However this

means that these sectors are more saturated in terms of IS investment.

INPUT has identified that sectors widi very dispersed businesses as particu-

larly suitable for client/server solutions. This includes transportation and

retail distribution. Such sectors have benn low investors in IS in the past as

the technology has been more suited to centralised operations.
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EXHIBIT III-7

Information Services Business Sector Analysis, Europe, 1993

Market Market Size Percent
Sector ($ Millions) Of Total

Total Information Services 105,000 100

Industry Sectors Total 59,900 57

Discrete Manufacturing 9,500 9

Process Manufacturing 4,700 4

Transportation 3,300 3

Utilities 2,350 2

Telecommunications 1 ,900 2

Retail Distribution 2,100 2

Wholesale Distribution 2,500 2

Banking & Finance 1 1 ,800 11

insurance o,you A4

Healthcare 3,150 3

Education 950 1

Local Government 3,850 4

Central Government 4,850 5

Business Services 3,000 3

Other Industries 2,050 2

Cross-Industry Sectors Total 6,200 6

Accouniing 1 ,1 ou 1

Education & Training 180 0

Engineering & Scientific 360 0

Human Resources 740 1

Office Systems 1,100 1

Planning & Analysis 950

utner uross-inaustry b40
4'

1

Generic Sectors Total 38,600 37

Equipment Services 22,500 21

System Software Products 13,600 13

Utility and Other Processing 1,200 1

Other Electronic Info Services 1,400 1

ni-12 Copyright 1993 by INPUT. Reproduction Prohibited. lEU-MMF



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

C
The Competitive Environment

input's analysis of the leading vendors in software and services across

Europe is shown in Exhibit in- 8. The nationality of the parent company is

shown alongside the estimated revenues attributable to the vendor from free-

market business within Europe.

All the major equipment vendors have implemented further re-organisations

in Europe through 1992/93 in order to emphasise their capabilities as software

and service providers and increase the profit contribution from these activities.

Hardware prices and revenues have generally fallen faster than the vendors

can reduce their overhead costs. Restructuring of these businesses is still a

high priority for equipment vendors.
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EXHIBIT III-8

Leading Vendors, Software and Services

Europe, 1992

Rank Vendor

riniintrvvyv^ui III y

Of

Origin

Estimated

Revenues
($ Millions)

Market
Share

(Percent)

1 IDIVI i 1 Q O.O
o \ja\) ociiiiiii ouyuii 1 1 di lUo 9 7

Qo uigiiai 1 1 QU.O. 9 ni o 9 C

4 oiemens-iNixaorT oerrnany 1 ,oyu 9 /I^.4

5 Reuters U.K. 1 ,000
cD Microson 1 1 QU.O. 1 ,^ou 1 ft

"7
1 Anaersen uonsuitiny 1 1 cU.O. 1 ,UOU 1 9

Qo uiivetii iiaiy
H n9o 1 9

Q u.r\. 1 9

1 n Riill Franco 1 1
1 . 1

1 1 nnsici lldiy ODO 1 1
1 . 1

1 9 1 1 QU.O. oou 1 . 1

1 o oompuier Mssociaies 1 1 QU.O. / 1 u n Q

1 1 1 ct 0 1 UU [J
Franco n ft

1 0 ATAT 1 1 QU.O. U.O

1 D Unisys U.O. CI K U.O
A —J
1 / Datev oermany OOU r\ 7

U. /

1 o oiigos r ranee *^i n0 1 u n 7U. /

i Q
1 y vjracie 1 1 QU.O. 40U U.D

1 idi zl7R U.O

91^ 1 vjcrrTiaiiy n RU.D
99 Axime r ranee /1 1 n U.O

9Q naei iNeinerianas Qonoyu U.O
9/1 MPrir 1 1 QU.O. O/U U.O

25 BSO Origin Netherlands 345 0.4

26 CGI France 340 0.4

27 Intergraph U.S. 325 0.4

28 Software AG Germany 320 0.4

29 Dun & Bradstreet U.S. 310 0.4

30 Lotus U.S. 300 0.4

Total Listed 29.025 37.2

Total Market 78,000 100.0
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Excluding the equipment vendors gives the list in Exhibit ni-9 of top thirty

independent software and service vendors active in Europe for 1992.

EXHIBIT III-9

Leading Independent Vendors Software and Services

Europe, 1992

Rank Vendor

Country
of

Ongin

Estimated
Sector

Revenues
($ Millions)

Market
Share

(Percent)

-1

\ uap vjemini oogeii rranee O 7

o
c. rieLiters 1 1U.i\. 1 ,OOU i 7

oo MicrosoTT 1 1 cU.o. 1 .b

A MnacrstJii v^uribuiiing u.o. 1 ,UOU 1 .o

cO rinsiei iiaiy O/U 1 .

1

D tzuo 1 1 Qu.o. 1 . 1

/ LfOmpuier Mssociaies 1 1 Qu.o. 71 n/ 1 u n Qu.y

QO oema oroup r ranee DOU u.o

Q ATAT u.o. u.o

1 u uaiev oermany oou n 7U. /

1 1 Sligos r ranee Dl U n 7

1 0 1 1 Qu.o. U.D

1 o ool r ranee A7R u.o

1 A Q A P vjermany U.D

1 O Avimo Fro n/^Q *+ 1 \j

1 D riaet iNeinerianas oyu u.o

1 / Dovj urigin INeinerianas 040 U.4

1 O r ranee o4U n /IU.4

1 y oonware Ao oermany Qono^U u.4

uun & Draastreet u.o. ol U r\ AU.4

Lotus u.o. oUU n AU.4

22 Syseca France 300 0.4

23 FTLIS Telecom France 290 0.4

24 Novell U.S. 285 0.4

25 Logica U.K. 260 0.3

26 Telerate U.S. 245 0.3

27 Telekurs Switzerland 240 0.3

28 Data Sciences U.K. 235 0.3

29 GEIS U.S. 235 0.3

30 Getronics Netherlands 235 0.3

Total Listed 16,630 21.3

Total Market 78,000 100.0
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IBM is the largest vendor of computers in Europe, by far, and as a result is

also the largest vendor of software and services. In most countries it has

implemented re-training programmes to move staff from back-office jobs into

front-line service roles. Its systems integration business in Europe has been

centrally co-ordinated for five years and has grown extremely rapidly winning

multi-national bids. Across all its businesses IBM has been investing in

partnerships, particularly small equity holdings, with other vendors who are

key either to future industry sector business, product development or new
technology.

As it grows a whole range of professional services IBM is increasingly seen

by independent vendors as a potential competitor as well as a partner. In

terms of longer term market share, INPUT judges IBM to be a considerable

threat to the traditional independent service vendors.

Cap Gemini Sogeti has a clear size and geographic advantage over its Euro-

pean rivals now. But it is finding the market tough right across Europe. Its

market share in France fell in 1992. Its recent acquisitions in Sweden, Nether-

lands and Germany have all downsized somewhat in the restructuring. A new
top management team and new policies such as signing up software product

marketing agreements should limit the damage caused by continued recession

and reduced demand for custom development projects in Europe.
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This chapter describes the European software and services market in terms of

nine different delivery modes or market sectors, as defined by INPUT. Each
sector of the market is described in terms of the major driving forces and

trends. Forecasts of the sub-modes that make up each delivery mode are

provided for Europe during the period 1993 to 1998. Comparisons are pro-

vided between countries and the leading vendors for each sector are identified.

1. Market Overview and Structure

The professional services market is the largest sector of the information

services business in Europe. It accounted for over 23% of the total European

market in 1992, valued by INPUT at $23.3 billion, and approximately equal to

the applications and systems software products sectors combined.

INPUT divides the professional services market into four sub-segments:

• Information systems consultancy: has enjoyed the benefit of the growing

awareness, especially among business managers at Board level in user

organisations, of the critical impact of IS strategy on the success of their

business strategy. But the recession has severely curtailed the high growth

in this sector, as clients postpone their use of consultants except for critical

cost-saving applications. The expected short term result is a growth of only

11% in IS consultancy between 1991 and 1992 potentially recovering a httle

to 12% in die period to 1997.

• Custom software development: is the largest sub-segment in the software

and services market, representing over 25% of the European total. It in-

cludes both project-related and skill-related (body-shopping) contracts. This

segment covers all the activities related to custom software projects, from

defining requirements through to testing and modification. The major

segment trends include:

Market Sector Analysis

A
Professional Services
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- Adoption of blueprint or kernel application packages to form a consistent

basis for custom developments;

- Widespread use of software platforms such as relational databases, 4GLs
and structured design tools;

- Improved quality and project control through use of CASE tools, stan-

dards and structured methodologies;

- Function rich application packages are replacing wholly custom built

software.

• Education and training,: while perceived as a high priority by users, still

receives a relatively low budget allocation. This year the position has very

significantly worsened. Users have come under pressure to cut costs, staff

turnover (and therefore recruitment) has fallen to an all-time low, and new
technologies are reducing training costs. The market segment is expected to

grow by an average of only 6% per year.

The key findings from INPUT'S study of this sector are: recession has

severely reduced growth, user training is polarising into simple end-user skills

and complex technical skills, training is moving to the workplace, and tech-

nology is lowering the cost of training. ^
-

• Applications management/maintenance: separately identified for 1992, the

professional services vendor has full responsibility for developing and/or

maintaining some or all of the applications systems that a client uses to

support business operations. The services are provided on a long-term

contractual basis.

Software maintenance is a heavy load on any long-established IS department -

updating applications and systems software written years ago in an effort to

keep pace with changing business needs. INPUT estimates that 65% of IS

budgets are consumed in this activity alone. This is a major opportunity for

both service and product vendors, but remains largely untapped as a market.

2. Market Size and Growth, 1993-1998

As shown in Exhibit II- 1, INPUT expects the European professional services

market to reach $39 billion by 1998, maintaining an average compound
annual growth rate (CAGR) of 4%. This is down from last year's forecast of

$40 billion and CAGR of 9% with users spending less on contract staff and

consulting projects.
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Professional Services Marlcet (Dollars) Europe

U.S. $ Million (Rounded)

Subsector 1992 1993 1994
93-98

1998

IS Consulting 3,180 3,460 3,760 9 5,410

Education &
Trainina 2,490 2,620 2,750 6 3,430

Custom Software 17,500 17,700 17,900 2 19,500

Application

Management 125 170 225 34 725

Total (Rounded) 23,300 23,900 24,700 4 29,000

Exhibit rV-3 shows the user expenditure forecast when local currencies are

converted to ECU.

Professional Services Market (ECU) Europe

ECU Million (Rounded)

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

IS Consulting 2,510 2,740 2,970 9 4,270

Education &
Training 1,970 2,070 2,170 6 2,710

Custom Software 13,800 14,000 14,200 2 15,400

Application

Management 100 140 180 32 570

Total (Rounded) 18,400 18,900 19,500 4 22,900
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Exhibit IV-3 shows the user expenditure, country by country, when converted

from local currencies into U.S. dollars. It shows quite clearly the predomi-

nance of France in the professional services sector in Europe with 29% of the

whole market.

EXHIBIT IV-3

Professional Services, Comparative Country Markets
(Dollars) Europe

U.S. $ Million (Rounded)

Country 1992 1993 1994

93-98
CAGR
(%) 1998

A*+ pq nnn

France 6,900 7,300 7,500 2 8.100
fTlorma nv/vjid 1 1 idi ly OjOUU ADD QO Qnn

NnitpH Kinnrinm \j, 1
.1

1 9 finn

Qo ^ nnn

1 finn
1

,
1 yjyj

pi 9 1^0

Denmark 490 520 540 7 710

Norway 470 490 520 6 650

Finland 300 330 340 5 420

Netherlands 1,700 1,800 1,900 7 2,600

Belgium 870 940 1,000 7 1,350

Switzerland 660 680 720 8 1,000

Austria 310 330 360 6 450

Spain 760 820 890 9 1,250

Portugal 43 52 61 16 105

Greece 79 89 105 16 185

Ireland 155 160 170 8 240

Central and 52 62 72 18 140
Eastern Europe
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The market in France is greater than that of Germany and the United Kingdom
combined. France has had the benefit of nearly two decades of very strong

professional services development. Many companies which were originally

spin-offDP departments from large commercial or industrial groups, have

established their total independence over the years. In contrast this trend has

been more limited in the UK and is only now being considered more seriously

by large companies in Germany.

The market split is derived by converting local currencies in to ECU for

Exhibit IV-4.

EXHIBIT IV-4

Professional Services, Comparative Country Markets
(ECU) Europe

Country

ECU Million (Rounded)

1992 1993 1994

93-98

1998

Total (rounded) 18,500 19,000 19,500 4 23,000

France 5,500 5,800 5,900 2 6,400

Germany 2,600 2,600 O OCA O.UUU

United Kingdom 2,450 2,300 2,250 -1 2,250
l-f olt/iiaiy 2,050 2,000 2,000 3 2,400

Sweden 1.200 1,250 1,350 6 1,700

Denmark 380 410 430 7 560

Norway 370 390 410 6 510

Finland 250 265 275 5 340

Netherlands 1,350 1,450 1,500 7 2,050

Belgium 690 740 800 7 1,050

Switzerland 520 540 570 8 790

Austria 245 260 280 6 360

Spain 600 650 710 9 1,000

Portugal 34 41 48 16 85

Greece 62 71 82 16 145

Ireland 120 130 135 8 190

Central and 41 49 57 18 110
Eastern Europe
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3. Market Dynamics

Independent professional service vendors face a tidal wave of change. The
rising popularity of "standard" software packages and the resulting decrease in

demand for custom software development is changing the role of the profes-

sional service vendor.

As competition between professional services vendors increases and real

growth rates slow, so it becomes more important for vendors to have a clear

position in the market. The threats to traditional professional services vendors

from management consultancies, the major equipment manufacturers and the

larger software product vendors require reaction and change. The implica-

tions of new platform technologies, methodologies and the resulting powerful

applications software portfolios must be carefully considered. The large

majority of vendor revenue growth recorded in 1992 was the result of acquisi-

tions rather than higher user spending.

The industry can look forward to a continuing period of consolidations, take-

overs and partnerships in the fight for maximum profit and market share.

Fuelled by the unchanged trend to outsource more and more IS activities, the

fight looks worth winning. The large U.S. vendors are poised to acquire even

greater market shares in Europe, while the Japanese are still reviewing their

strategies, and the Europeans find the national characteristics of their

neighbours a deterrent.

Demand for professional services slackened markedly during 1990-1992.

INPUT concludes that growth will be much more closely tied to economic

performance than in the past, and will reflect the recessionary pressures

looming over Europe.

The opportunities being offered to professional services vendors can be

summarised as:

• Contracting out is still a strong growing trend

• Scarce business/technical skills are sought outside

• Demand for open client/server solutions creates opportunities for winning

new clients

• Software maintenance is largely untapped, too costly and in-house

The industry is seeing the benefit of many client organisations turning away
from their in-house corporate services and contracting out projects of high

complexity or needing scarce skills (there are exceptions like the Defence

sector or the French Banks who have cut back on external spend). This trend

seems to be part of the general swing towards decentraUsation of business
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management It is matched by user concern to get their own management
attention back onto their core competence of running and developing their

own business, rather than becoming experts in the field of complex computer

systems.

The difficulties of recruiting IS experts persist particularly in the area of

relational databases and UNIX. Looking outside for an ever wider array of

skills is becoming accepted business practice - to the lasting benefit of those

professional services vendors who can establish and keep a high quality

reputation for delivering results on time and to budget

The fast flow of new software technology and software engineering method-

ologies continues to force a rapid pace of change on users and vendors alike.

Many leading software and services vendors have introduced application

architectures for the 1990' s to guide developers and keep them loyal. The
battleground for vendor preference has clearly shifted away from hardware

platforms and towards software platforms. The task for service vendors is to

move their customers' preferences beyond hardware and software supply - to

their preferred service vendor.

4. Competitive Environment

The market is becoming increasingly competitive. Healthy growth in the past

attracted many new market entrants. Recession then reduced market growth.

Companies already in the market work to increase their presence. U.S. equip-

ment vendors such as IBM, Unisys and Digital are aggressively moving into

professional services in their search for profit growth and account control as

hardware profit margins fall.

Software vendors such as Computer Associates and Oracle have also set their

sights on professional services as an essential part of their product mix to

support key account development strategies. PC software vendors rely more

heavily on their channel partners to provide depth of support. Consultancy

companies, traditionally strong in the IS side of management consultancy

continue to extend their capabilities into full IS project management and

implementation.

Acquisition strategies are still well in evidence in the professional services

market. Cap Gemini Sogeti, in acquiring a controlling interest in the U.K.'s

Hoskyns, Sweden's Programator, Volmac in the Netherlands, and a joint

venture with Debis Systemhaus in Germany, has now established itself as

commanding leader of the independent vendors in all the major European

markets.
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EXHIBIT IV-5

Leading Vendors, Professional Services

Europe, 1992

Rank Vendor

vyUul III y
Of

Origin

Estimated
ocuiui

Revenues
($ Millions)

Markpt1 vicii I

Share
(Percent)

1 IBM U.S. 1,285 5.5

2 Cap Gemini Sogeti France 1,270 5.5

3 Andersen Consulting U.S. 560 2.4

4 Digital U.S. 505 2.2

5 Finsiel Italy 480 2.1

6 Olivetti Italy 410 1.8

7 Sema Group France 360 1.5

8 Unisys U.S. 245 1.1

9 CGI France 215 0.9

10 EDS U.S. 195 0.8

Total Listed 5,525 23.7

Total Market 23,300 100.0

IBM rose to the top of the list in 1991. The nature of IBM's professional

services is largely the area of operational support services. Cap Gemini
Sogeti revenues include the contribution from Programator and Volmac, but

they only have a minority share of CAP debis in Germany so these are ex-

cluded.

INPUT estimates there are over 9,000 vendors in this sector with revenues

over $100,000. There is still considerable scope for consolidation in the

industry, with Finsiel having by far the smallest Pan-European presence of the

top five. Among the Top 30 vendors American and French vendors each

account for one third of the leading vendor revenues with the U.S.-owned

vendors growing their share year-on-year.

B

Systems Integration

1. Market Overview and Structure

INPUT estimates that the European systems integration market will be worth

$1 1.5 billion by 1998, as shown in Exhibit rV-4. Despite the overall level of

growth in software and services decreasing considerably over the past few

years, the systems integration market has maintained consistently high

growth.
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Systems integration provides the ability to create a solution that integrates

disparate environments. It has three key aspects distinguishing it from other

modes of delivering systems solutions.

• The multi-technology nature of systems integration enables the appropriate

technical skills to be applied to the system, typically systems integration

projects are complex, involving more than one technology.

• Systems integration is a custom solution with the contractor generally taking

responsibiHty for integrating the system into the user environment.

• Systems integration vendors take management responsibiHty for the delivery

of the system usually at a fixed price with penalties for project overruns.

Projects that satisfy these three conditions and thus qualify for inclusion tend

to be large, expensive and multi-vendor in nature. The components of the

systems integration sector can be analysed into four distinct groups:

• Systems Equipment
• Application software products

• Systems software products

• Professional services

• Other Services

This service delivery mode thus includes equipment wherever it is included as

part of the overall systems integration contract. Both systems and applications

software products are also likely to be represented in a systems integration

contract as well as processing and network services which are included in the

other services sector. Professional services is the most important sector in any

systems integration contract ranging from consulting though software design

and development services to the key project management services responsible

for delivering the complete system solution. Also included in other services

would be such post-implementation support as testing, client staff training,

documentation and operation and maintenance of the developed system for a

specified period of time.

Generally, systems integration projects are bound at the start by the selection

of the successful bidder and at the end by the acceptance of the new system by

the client. The close relationship established between the vendor and the

contractor can lead to sales of additional products or services unrelated to the

project, but these opportunities have been explicitiy excluded by ESTPUT in the

development of the forecast.

Critical to the approach from both the client's and the vendor's perspectives is

the sharing or total transfer of responsibility (and risk) for the successful

development of the system from the client organisation to the vendor(s). In

exchange for assuming the risk of contracting to deliver the desired solution

on time and within budget, the integrator receives not only project manage-

ment fees from the client but also markups covering products or services

being subcontracted.
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2. Market Size and Growth, 1993-1998

While European professional services revenues, particularly in areas such as

custom software development and education and training, exhibited continued

low growth in 1992, systems integration managed to defy the recession, with

growth of 17%. This trend is forecast to continue in the future with systems

integration growth of 19% per annum over the next five years, see Exhibit IV-

6 This is nearly five times the rate forecast for professional services.

EXHIBIT lV-6

Systems Integration Market (Dollars) Europe

U.S. $ Million (Rounded)

Subsector 1992 1993 1994

93-98
CAGR
(%) 1998

Equipment 1,110 1,280 1,450 14 2,440

Application

Software Products 725 855 1,170 37 4,150

System
Software Products 320 380 440 16 800

Professional Services 1,820 2,150 2,430 12 3,830

Other Services 90 90 120 30 340

Total (Rounded) 4,050 4,750 5,600 19 1 1 ,500

Converting expenditures into ECUs from the local currency of each country

produces Exhibit rV-7.
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EXHIBIT IV-7

Systems Integration Market (ECU) Europe

ECU Million (Rounded)

Subsector 1992 1993 1994

93-98
CAGR
(%) 1998

Equipment 880 1 ,010 1 150 14 1,930

Application

Software Products 0/0 D/0 y^o Of 0,^00

System
Software Products 250 305 350 16 635

Professional Services 1,440 1,700 1,920 12 3,030

Other Services 70 70 95 31 270

Total (Rounded) 3,200 3,750 4,450 20 9,150

Exhibit IV-8 provides a comparative country market analysis across the whole

of Europe in U.S. dollars. The U.K. market is the largest country market for

systems integration in Europe, accounting for some 25% of the total in 1992.

The four leading country markets - Germany, France, the U.K. and Italy -

accounted for 71% of the total European systems integration market in 1992.
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EXHIBIT IV-8

Systems Integration, Comparative Country Markets
(Dollars) Europe

Country

U.S. $ Million (Rounded)

1992 1993B www 19941 ww~

93-98

1%) 19981 WWW

Total (rounded) 4,100 4,800 5,600 19 1 1 ,500

riancc 900 1,050 1,300 21 2,750

Germany 620 710 800 13 1,300

United Kingdom 1,000 1,150 1,400 22 3,100

Italy 330 380 430 17 830

Sweden 88 100 125 22 270

Denmark 57 65 79 20 160

Norway 41 47 55 17 105

Finland 48 56 67 22 150

iNeinenanas 185 220 260 20 540

Deiyium 1 do 1 oo 1 oU 1 O o 1 U

Switzerland 160 185 210 15 370

MUbU la 37 42 47 14 81

Spain 180 215 265 22 590

Portugal 11 13 16 20 33

Greece 7 8 10 18 19

Ireland 10 11 13 20 27

Central and 250 330 38
Eastern Europe
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Exhibit IV-9 shows the same breakdown in ECUs.

EXHIBIT IV-9

Systems Integration, Comparative Country Markets
(ECU) Europe

uouniry

ECU Million (Rounded)

1 yyj 1 yy4

93-98
CAGR

/o/ \
(/o) 1 yyo

Total (rounded) ? 800 4 500 20 Q 200

France 720 840 1,000 21 2.200

Germany 490 560 630 13 1,050

United Kingdom 810 920 1,100 22 2,500

Italy 260 300 340 1

7

660

Sweden 69 79 ' 97 22 215

Denmark 45 51 63 20 130

NonA/ay 32 37 44 17 81

Finland 39 46 54 22 120

Netherlands 145 175 205 20 430

Belgium 105 125 145 15 250

Switzerland 125 145 165 15 290

Austria 29 33 37 14 64

Spain 145 170 205 22 460

Portugal 9 11 12 20 26

Greece 5 6 8 18 15

Ireland 8 9 10 20 21

Central and 195 255 295 22 70
Eastern Europe

3. Market Dynamics

The main factors fuelling growth are:

• project focus has become client/server component integration

• the transportation and utilities market sectors are providing new opportuni-

ties

• Central and Eastern Europe and Spain are both high growth regions for

systems integration
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One factor in the development of the systems integration market has been

changing user attitudes towards the subcontracting of large systems develop-

ment projects. The management culture of organisations is also changing as

organisations adopt higher levels of decentralisation and transfer decision-

making to local business units.

These cultural changes are now being complemented by a shift in technology.

The result is that systems integration projects are evolving from large bespoke

systems development projects to projects based on client/server architecture

and oriented around the assembly of standard software products and kernels.

New technologies such as imaging also have a key role to play in facilitating

business process re-engineering. Since the in-house IS department is likely to

have had limited exposure to the application of these technologies, assistance

is likely to be sought from external vendors.

External assistance is also frequendy required where users are adopting open

systems and client/server architectures, especially if these are to be integrated

with existing systems still based on a range of proprietary equipment.

The majority of systems integration projects are now based around open

systems equipment. Projects based predominantly around Unix mid-range

systems are estimated to account for over a third of systems integration activ-

ity, while PC Lan based projects account for approximately a quarter of the

market.

These proportion can be expected to increase in the future, though mainframe

based projects will remain an important component of the systems integration

market where high throughout OLTP systems are required. Projects based

around proprietary mid-range systems are now a minor part of the systems

integration market, with only the IBM AS/4(X) retaining any real credibility in

the marketplace.

The other major trend is the growth in importance of senior executives and

end-user departmental management in systems integration project procure-

ment. While this trend is a major stimulant for the systems integration mar-

ket, it also presents challenges for the majority of vendors who continue to be

perceived as technologists rather than business advisers. To meet this chal-

lenge, vendors are establishing their own management consultancy capabiU-

ties and are seeking to transform the skills of their major account managers.

Another of the main trends in the systems integration market is vendors'

increasing specialisation by industry sub-sector. To be successful, this strategy

depends on access to appropriate software products. Access to software

products not only demonstrates a vendor's experience in the sector, but also

offers the client increased flexibility and reduced project costs and timescales.

IV44 Copyright 1993 by INPUT. Reproduction Prohibited. lEU-MMF



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

Traditionally the commercial systems integration market has been dominated

by projects in the financial services and manufacturing sectors. However there

are now signs of the demand from these two sectors stagnating and new
sectors such as utilities, transportation, and distribution are assuming a greater

importance in the systems integration market.

4. Competitive Environment

The leading systems integration companies in Europe are listed in Exhibit IV-

10.

EXHIBIT IV-10

Leading Vendors, Systems Integration Europe, 1992

Rank Vendor

Country
of

Origin

Estimated
Sector

Revenues
($ Millions)

Market
Share

(Percent)

1 IBM'. U.S. 750 18.5

2 Andersen Consulting U.S. 390 9.6

3 Cap Gemini Sogeti France 390 9.6

4 Digital U.S. 280 6.9

5 Bull France 215 5.3

6 EDS U.S. 200 4.9

7 Sema Group France 135 3.3

8 ICL (Fujitsu) U.K. 130 3.2

9 Siemens-Nixdorf Germany 130 3.2

10 Olivetti Italy 85 2.1

Total Listed 2,705 66.8

Total Market 4,050 100.0

The demand for systems integration projects by country or region is also

becoming more volatile. Firstiy this is a reaction to the changing economic

circumstances of the major economies. Until 1992, the German economy, and

the German systems integration market, was viewed with considerable opti-

mism by vendors. This view has now changed with vendors expecting com-

paratively low growth in the German systems mtegration market over the next

few years. In contrast, the systems integration market in the United Kingdom,

which has been depressed in recent years, is now the source of renewed

optimism. In addition there is the emergence of significant new markets such

as Central and Eastern Europe.
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c
Systems operations

1. Market Overview and Structure

Systems Operations has expanded during the past year into a broadly accepted

buying mode within the IS industry. The overall market for Systems Opera-

tions is growing at 20% per annum across Europe and is forecast to reach $6.6

billion by 1998.

The older definitions of processing operations and professional services

operations have given way to a new segmentation based on the package of

service delivered rather than on the rather arbitrary criterion of host system

ownership. INPUT'S four sub-sectors are:

• Platform Systems Operations - The vendor is responsible for managing and

operating the client's computer systems.

• Applications System Operations - The vendor is responsible for developing

and/or maintaining a client's applications as well as operating the computer

,
systems.

• Network Management - The vendor assumes full data communications

systems. This may also include the voice communications of the client.

• Desktop Services - The vendor assumes responsibility for the deployment,

maintenance, and connectivity between the personal computers and/or

intelligent workstations in the cUent organization. The services may also

include performing the help-desk function. The services are provided on a

long-term contractual basis.

Although this market is dominated by mainly national firms serving their

individual local markets, we are starting to see the development of groups

with pan-European capability in the form of:

• CGS and Debis Systemhaus, who are leaders in the UK and Germany
respectively

• EDS with its takeover of SD-Scicon whose French subsidiary GFI is a

leader in France.

Throughout Europe, the information services market has been depressed

during 1991 and 1992 and this has continued into 1993. This has been due to

a combination of the recession and senior executives' concems that informa-

tion systems have historically failed to deliver any lasting business benefits.

Accordingly senior managers have turned their attention to improving the

effectiveness of their IS systems while simultaneously reducing their

organisation's IS spending.
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Improved effectiveness is being tackled by strategies such as:

• Business process re-engineering

• Devolution of IS responsibility to business unit/departmental management.

Cost reduction is being tackled by strategies such as:

• Downsizing
• Increased use of standard appUcation software products

• Outsourcing.

In addition the recession is forcing a number of major organisations to en-

hance their core business focus. As a result such organisations are seeking to

simplify the management of their enterprises and reduce their IS costs by

outsourcing systems operations functions.

INPUT has consistendy predicted that outsourcing will develop in three

stages:

• Firsdy by outsourcing IS infrastructure management such as the operation of

data centres

• Secondly by the combination of management by external vendors of both

systems development and IS infrastructures

• Thirdly by the outsourcing of complete business functions of which IS is

merely apart.

Indeed in Europe, appHcations operations is forecast to grow more rapidly

than platform operations over the next five years as organisations increasingly

accept the virtues of outsourcing systems development.
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2. Market Size and Growth, 1993-1998

Exhibit rV-1 1 shows the forecast growth in systems operations by market

segment.

Systems Operations Market (Dollars) Europe

U.S. $ Million (Rounded)

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Platform
Operations 1,160 1,340 1,520 18 3,030

Application

Operations 810 1,040 1,270 22 2,760

Desktop Services 210 275 335 24 800

Total (Rounded) 2,150 2,650 3,100 20 6,600

Converting expenditures into ECUs from the local currency of each country

produces Exhibit rV-12.

Systems Operations Market (ECU) Europe

ECU Million (Rounded)

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Platform
Operations 910 1,060 1,200 18 2,400

Application

Operations 640 820 1,000 22 2,190

Desktop Services 165 220 265 24 635

Total (Rounded) 1,700 2,100 2,450 20 5,200

Exhibit IV-13 provides a comparative country market analysis across the

whole of Europe in U.S. dollars. The U.K. market is the largest country

market for systems operations in Europe, accounting for some 35% of the

total in 1992. France is the other major European market accounted for 23%
of the total systems operations market in 1992.
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EXHIBIT IV-1

3

Systems Operations Comparative Country Markets
(Dollars) Europe

Country

U.S. $ Million (Rounded)

1992 1993 1994

yo-yo
CAGR
(%) 1998

Total (rounded) 2,150 2,650 3,100 20 6,600

France DoU / 1 u 1 Q
1 y 1 ,ouu

Germany 200 250 295 22 670
1 InitoH Wir\rtr\r\mlAiiiyuuiii 750 920 1,100 22 2,450

Italy 220 255 300 18 600

Sweden 1 on
1 D

Denmark 25 30 37 19 72

iNvji Way 29 35 41 18 79

Finland 36 42 50 17 93

Netherlands 110 140 160 18 310

Belgium 73 84 97 17 185

Switzerland 39 45 51 14 87

Austria 14 16 19 16 33

Spain 41 48 56 18 110

Portugal 2 2 3 19 6

Greece 3 3 4 16 7

Ireland 7 8 12 28 29

Central and 9 14 19 47 95
Eastern Europe

Exhibit IV-14 shows the same breakdown in ECUs.
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EXHIBITlV-14

Systems Operations Comparative Country Markets
(ECU) Europe

Country

ECU Million (Rounded)

1 QQP 1QQ4

93-98
CAGR

Total (rounded) 1,700 2,100 2,450 20 5,200

France 430 500 570 19 1,200

Germany 155 195 235 22 520

United Kingdom 590 730 880 22 1,950

Italy 175 205 240 18 470

Sweden 46 93 110 16 195

Denmark 20 24 29 19 57

Norway 23 28 33 18 62

Finland 30 34 41 17 - 75

Netherlands 89 110 125 18 245

Belgium 58 67 11 17 145

Switzerland 31 36 41 14 69

Austria 11 13 15 16 26

Spain 32 38 44 18 86

Portugal 2 2 2 19 4

Greece 3 3 3 16 6

Ireland 5 7 9 28 23

Central and 7 11 15 47 75
Eastern Europe

3. Market Dynamics

In 1992, it is estimated that "infrastructure management" in the form of

platform operations, network management, and desktop services accounted for

approximately 70% of the systems operations market. The proportion of the

systems operations market accounted for by these services is expected to

remain roughly constant through to 1997.
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This is because organisations typically show a greater propensity to outsource

their infrastructure management than their systems development activities.

For example, organisations such as ICI, BP, and the UK Inland Revenue (Tax

Department) are outsourcing all or major elements of their IS infrastructure.

Outsourcing of their systems development activities may follow but is clearly

a lesser priority.

However there will be a change in emphasis within the nature of the "infra-

structure management" task during the period 1993-1998. This will take the

form of decreased emphasis on mainframe data centre management and

increased emphasis on activities such as network management and desktop

services. Correspondingly the equipment being managed by the vendor will

increasingly be sited on user premises rather than consoUdated into vendor

data centres.

The platform operations market is also being boosted by transition out-

sourcing as companies undergo a change in technology and request systems

operations vendors to manage their "old" systems while the new systems are

underdevelopment.

It is important to bear in mind that the adoption of outsourcing by industry

varies widely from country to country.

For example, in the United Kingdom and Italy, government, both national and

local, is a very important sector. In France, the distribution and transportation

sectors have shown a high propensity to adopt outsourcing. In Germany it is

the manufacturing sector which is turning to outsourcing.

In response to high market growth, and facing the threat from the major

systems vendors such as IBM and Digital, the established systems operations

vendors are endeavouring to broaden their geographic coverage and take on a

more pan-European role.

At present, systems operations account for 3% of external software and

services spending across Europe. However a better measure of systems

operations' market potential is the total spent by organisations across Europe

on all IS related activities, including equipment purchase and employment of

in-house IS staff, for example. Against this measure, systems operations had

achieved a market penetration in Europe of only 1%, in 1992.

In the U.K. the overall penetration of the total IS market is forecast to increase

from 1% in 1992 to 5% in 1998. Because of the low level of current market

penetration and the United Kingdom's comparatively high propensity to

outsource compared to the other major European countries, growth in systems

operations in tiie United Kingdom over the next five years is forecast to

remain comparatively high.
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The Strength of the recession remains a major factor in determining the rate of

adoption of systems operations in each national market. So far, German
industry has shown little inclination to outsource, but this attitude is expected

to gradually change as economic pressures increase.

4. Competitive Environment

The leading vendors in the European systems operations market are listed in

Exhibit IV-15.

Until recendy, the systems operations market had been largely dominated by
national suppliers, such as:

• Hoskyns in the United Kingdom
• GSI in France
• Alldata and tds in Germany
• Finsiel in Italy

• RAET and Volmac in the Netherlands.

However many of the leading vendors are now seeking to expand their pres-

ence in systems operations across Europe.

EXHIBIT IV-15

Leading Vendors Systems Operations Europe, 1992

Rank Vendor

Country
of

Origin

Estimated
Sector

Revenues
($ Millions)

Market
Share

(Percent)

1 EDS U.S. 260 12.1

2 Cap Gemini Sogeti France 160 7.4

3 AT&T U.S. 135 6.3

4 Finsiel Italy 105 4.9

5 Digital U.S. 90 4.2

6 GSI France 85 4.0

7 CSC U.S. 80 3.7

8 Sema Group France 75 3.5

9 ICL (Fujitsu) U.K. 60 2.8

10 Andersen Consulting U.S. 50 2.3

Total Listed 1,100 51.2

Total Market 2,150 100.0
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EDS has dramatically strengthened its position in outsourcing in Europe with

the acquisition of SD-Scicon, and hence GPL This has been sufficient to

promote EDS to market leader in both the overall European systems opera-

tions market and in France.

AT&T Istel has recently acquired Dataid in France and is expected to make
further acquisitions in the future to give the company a greater pan-European

presence in systems operations and other markets.

Overall it is likely that further mergers and partnerships will take place

amongst the European systems operations vendor community in order to

strengthen market position.

D
Processing Services

1. Market Overview and Structure

INPUT splits this delivery mode into three subsectors:

• Transaction Processing: Client uses vendor-provided information systems

- including hardware, software and/or data networks - at vendor site or

customer site, to process transactions and update client data bases.

• Utility Processing: Vendor provides basic software tools (language compil-

ers, assemblers, DBMSs, graphics packages, mathematical models, scien-

tific library routines, etc.), generic applications programs and or data bases,

enabling clients to develop their own programs or process data on vendor's

system.

• Other Processing Services: Vendor provides services - usually at vendor

site - such as scanning and other data entry services, laser printing, computer

output microfilm (COM), CD preparation and other data output services,

backup and disaster recovery, etc.

Outsourced systems operations (often called facilities management) used to be

a subsector of this market, but is now reported on as a sector in its own right.

2. Market Size and Growth, 1993-1998

During the 1980's growth in the processing services sector averaged only 11%
per annum against a rate of 25% for the total software and services industry.

Despite this relatively lower rate of growth the processing services sector is

still a substantial business area and is set to maintain a strong market presence

but without any real growth over the next five years, as is shown in Exhibit

IV- 16.
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EXHIBIT IV-16

Processing Services Market (Dollars) Europe

U.S. $ Million (Rounded)

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Transaction
Processing 7,150 7,250 7,400 3 8,550

Utility Processing 275 275 275 0 280

Other Processing 800 900 1,010 13 1,670

Total (Rounded) 8,250 8,450 8,700 4 10,500

Exhibit IV-17 gives the same consolidated figures for the whole European

market, but in ECUs.

EXHIBIT IV-17

Processing Services Market (ECU) Europe

ECU Million (Rounded)

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Transaction
Processing 5,650 5,750 5,850 3 6,750

Utility Processing 220 220 215 0 220

Other Processing 630 710 790 13 1,320

Total (Rounded) 6,500 6,650 6,850 5 8,300

Exhibit IV-18 provides an analysis of the comparative size of the constituent

country markets for the overall processing services delivery mode.
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EXHIBIT IV-1 8 ^ . ^ . ^
Processing Services Comparative Country Markets

(Dollars) Europe

Country

U.S. $ Million (Rounded)

1992 1993 1994

93-98
CAGR
(%) 1998

Total (rounded) 8,300 8,500 8.700 4 10,500

France 1 ,650 1 ,/00 1 ,750 2 1 ,900

Germany 1,550 1,550 1,650 10 2,450

unitea rxingaom 780 840 910 8 1,250

Italy 870 870 890 4 1,050

Sweden 440 460 450 -1 Ann430

Denmark 510 500 490 -2 460

Norway 520 540 540 0 550

Finland 205 200 190 -5 155

Netherlands 540 560 580 4 670

Belgium 245 245 250 1 260

Switzerland 310 330 350 7 450

Austria 175 175 180 2 190

Spain . 285 300 320 6 400

Portugal 21 25 29 16 51

Greece 42 47 51 10 77

Ireland 66 66 65 -1 63

Central and 14 17 21 36 79
Eastern Europe

Exhibit IV- 19 provides the same country by country analysis, but in ECUs.

3. Market Dynamics

Opportunities for delivering an information system business solution as a

processing service are most likely to have the following characteristics:

• the need for a rapid response to changing conditions;

• flexibility in delivering the service to end-users;

• a need for customisation to meet a variety of different requirements;

• a need for the vendor to take responsibility for the service.
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EXHIBIT IV-19

Processing Services Comparative Country Markets
(ECU) Europe

Country

ECU Million (Rounded)

1992 1993 1994

93-98
L/AoH

1998

TP _ I / 1 1 \

Total (rounded) 6,500 6,700 6,900 5 8,300

r ranee 1.350 1,350 1,350 2 1,500

Germany 1,200 1,250 1,300 10 1,950

United Kingdom 620 660 720 8 980

Italy 680 690 700 4 820

Sweden 350 360 360 -1 340

Denmark 400 400 390 -2 360

Norway 410 420 420 0 430

Finland 165 160 155 -5 125

9i 1 r-i 1 In n .rt ^ .rm mA rh

Netherlands 430 440 460 4 530

Belgium 1 9b 1 95 1 95 1 ZOo

Switzerland 245 260 275 7 360

Ausiria 135 140 140 2 150

Spain 225 240 250 6 310

Portugal 17 20 23 16 41

Greece 34 37 41 10 61

Ireland 52 52 51 -1 50

Central and 11 13 17 36 62
Eastern Europe
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The more customised the application, the more industry specific it is, then the

more flexible the vendor must be in the approach to supplying the service and

supporting the client. The greater the effectiveness of the vendor in achieving

this, the higher the level of client acceptance. In consequence the processing

service is less vulnerable to replacement by some other approach.

The principal driving forces of the processing services sector can be sum-
marised as:

• the inertia of current users who are content to stay with the convenience of

the existing service;

• the need for a time critical solution that can not be met in-house;

• the development of processing services as a result of increased interest and

acceptance of the concept of "outsourcing";

• innovation and specialisation on the part of processing services vendors who
can as a result offer superior capabilities than available in-house. Disaster

recovery services would be a particular example of specialisation.

The principal inhibiting forces acting on the processing services sector can be

summarised as:

• the further development of mini, micro and workstation application plat-

forms undermining the cost performance capabiUty of a processing service.

• the cost of market entry as a processing services vendor is relatively high

and this combined with the image of the sector as "old-fashioned" has

affected both the demand and supply side of the equation;

• user concerns for control and security for their appUcations is also an impor-

tant consideration in inhibiting demand.

However, specific applications knowledge and experience has emerged as

perhaps the key competitive differentiator for a processing services vendor.

A good example of this is the emergence of a new application driven market

in Germany. SAP's integrated suite of business applications is now being

successfully offered to clients who do not want to carry the full costs of

implementing it on an in-house machine.

4. Competitive Environment

The processing services environment in Europe is characterised by its compo-

sition as a set of individual national markets each with its own leading ven-

dors. The more northern countries have larger processing services markets

than those in the south of Europe.
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Only two vendors can be considered as operating on a truly pan-European

scale and these two, IBM and GEIS, occupy leading positions in the market.

The list of ten leading processing services vendors is provided in Exhibit IV-

20.

EXHIBIT IV-20

Leading Vendors Processing Services Europe, 1992

Rank Vendor

Country
Of

Origin

PctimatoHC^Oll 1 1 ICllWJ
Sector

Revenues
($ Millions)

Market
Share

(Percent)

1 Datev (jermany A "7
4./

2 Sligos France 210 2.5

3 Finsiel Italy 180 2.2

4 IBM U.S. 160 1.9

5 Axime France 115 1.4

6 Raet Netherlands 115 1.4

7 Telekurs Switzerland 115 1.4

8 GSI France 95 1.2

9 EDS U.S. 85 1.0

10 Fiducia Germany 85 1.0

Total Listed 1,545 18.7

Total Market 8,250 100.0

Datev grew its revenues by 20% in 1992. The largest processing services

vendor in Europe it operates entirely within the German market thus underlin-

ing the fragmented nature of the European market. Of the top 30 vendor's

revenues, German owned companies account for some 25% of the total.

E

Network Services

1. Market Overview and Structure

The network services sector, although offering many high growth market

opportunities, operates within a potentially chaotic and confused environment

as national and international vendors stake out their positions in newly de-

regulated markets. At the same time the business environment is becoming

more competitive and consequently the application of networked electronic

intelligence becomes increasingly important as a strategic business tool.

These factors are creating a market that will continue to grow at around 17%
per annum to reach an annual value of $12 billion by 1998.
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One of the most important aspects in an analysis of the network services

market is to define its component sectors as precisely as possible. In INPUT'S
definition, network services are comprised of three principal subsectors,

electronic information services, network applications and network manage-
ment:

• Electronic Information (EI): services are on-line data bases and news
services.

• Network Applications: includes the following:

- Value added network services which are network transport services

supplied in addition to the provision of basic network transmission facili-

ties.

- Electronic Data Interchange (EDI).

- Electronic Mail (E-Mail).

- Other network services like videotex services.

• Network Management: The vendor assumes full responsibility for operating

and managing the client's data communications systems. This may also

include the voice communications of the client. (This was reported in

systems operations in the 1992 report.)

2. Market Size and Growth, 1993-1998

The market forecast for the network services sector in Europe is shown in

Exhibit IV-21. This market has been created out of the much heralded con-

vergence of computer and communications technology. It is differentiated

from other adjacent markets by the fact that the network is mandatory for its

delivery.

EXHIBIT IV-21

Network Services Market (Dollars) Europe

U.S. $ Million (Rounded)

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Electronic

Information

Services 3,240 3,470 3,690 6 4,700

Network
Applications 1,290 1,610 2,090 31 6,300

Network
Management 375 460 575 24 1,350

Total (Rounded) 4,900 5,500 6,400 17 12,300
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Exhibit IV-22 shows the same forecasts converted from the local currencies of

16 countries into the common European currency - ECU.

Network Services Market (ECU) Europe

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Electronic

Information

Services 2,560 2,740 2,920 6 3,710

Network
Applications 1,020 1,270 1,660 31 4,980

Network
Management 300 370 460 24 1,070

Total (Rounded) 3,900 4,400 5,000 17 9,800

The overall dominance of the network services sector by the major country

economies is shown in Exhibit IV-23.
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EXHIBIT IV-23

Network Services Comparative Country Markets
(Dollars) Europe

Oniintrv>^v^u 1 III y

U.S. $ Million (Rounded)

1992 1993 1994

93-98
CAGR
(%) 1998

Total (rounded) 4,900 5,500 6,400 17 12,500

France 1,250 1,450 1,700 18 3,300

Germany 910 1 000 1 150 17
1 / 2 200

United Kingdom 1 200 1,350 1 550• 1 ^^^^V 17 2,900

Italy 430 480 540 16 1 000

Sweden 125 145 180 20 370

Denmark 89 105 120 17 225

Norway 62 67 74 13 125

Finland 48 54 60 9 83

Netherlands 220 255 310 23 710

Belgium 135 • 150 170 13 280

Switzerland 150 175 200 20 420

Austria 65 72 82 14 140

Spain , 155 175 205 16 370

Portugal 8 11 14 33 46

Greece 14 16 20 22 43

Ireland 17 20 24 19 49

Central and 3 5 6 46 33
Eastern Europe

The UK represents the largest individual country market in Europe due to the

predominance of Electronic Information Services (EI) delivered to the London

based financial markets. Higher growth in this sector is now being experi-

enced in other centres, notably in France and Germany as a result of financial

deregulation.

Exhibit IV-24 shows the same forecasts converted from local currencies to the

common European currency - ECU.
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EXHIBIT IV-24

Network Services Comparative Country Markets
(ECU) Europe

Country

ECU Million (Rounded)

1992 1993 1994

93-98

(%) 1998

Total (rounded) 3,900 4,400 5,000 17 9,800

rrdricc 1,000 1,150 1,350 18 2,650

Germany 720 790 900 17 1,750

United Kingdom 950 1 ,050 1 ,200 1

7

2,300

Italy 340 380 430 16 790

oweuen 98 115 140 20 290

Denmark 70 82 95 1

7

180

Norway A 04o CO00 CO00 ^ 0
1 0 99

riniana 39 44 A
49 9 67

iNeinerianas 175 200 245 23 560

oeigium 1 05 1 20 1 00 1

3

225

Switzerland 120 135 160 19 330

Ausiria 51 57 64 14 110

Spain 120 140 160 16 290

Portugal 7 9 11 33 36

Greece 11 13 15 22 35

Ireland 13 16 19 19 39

Central and 2 4 5 46 26
Eastern Europe

3. Market Dynamics

The strong impetus towards deregulation of national telecommunications

monopolies in Europe has led to the opening up of many new network ser-

vices. However, the relative level of development of that technology and the

developing nature of liberalisation conspire to create a potentially chaotic and

confused environment for both users and vendors.

IV.32 Copyright 1993 by INPUT. Reproduction Prohibited. lEU-MMF



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

A major driving force in the network services arena is the increasingly com-
petitive nature of the economic environment within which organisations must

operate. In this situation networked electronic intelligence is becoming
increasingly important as a strategic tool. The wide availability of powerful

personal computers with communications capabilities and the increasing

acceptance of open systems standards in place of proprietary offerings are also

factors supporting greater interest in and use of network services.

Within the network applications sector the two principal area of activity are

represented by VAN's and Electronic Mail. The highest expectations for

growth lie in the area of E-Mail and EDI and these service sub-sectors are

anticipated to grow at in excess of thirty percent per annum over the next five

years. Users will increasingly seek to utilise third-party vendor network

services for access to foreign subsidiaries and access to suppliers and custom-

ers in a speedy, efficient and secure fashion. The needs cannot all be met by

private network services.

With 41% of the market, the predominance of the banking and finance sector

is clear. The strength of electronic information services (EI) to the banking

and finance sector is the key determinant of this position. The insurance

sector accounts for only five percent of the total market.

The second largest individual sector is that of distribution where EFTPOS
(Electronic Funds Transfer at Point of Sale) and EDI represent two key sec-

tors. The French market is the most developed for EFTPOS within Europe

where it has been centred on the use of intelligent (chip based) cards pio-

neered by Bull and adopted by all the major French banks. EFTPOS has had a

somewhat hesitant start in the UK market where insufficiently attractive terms

to retailers have hindered progress. Germany has been a long way behind

other major countries in the adoption of EFTPOS, again due to a failure to

offer sufficiently attractive terms to the retail sector. This situation is likely to

change over the next few years as new initiatives get underway.

4. Competitive Environment

Within the network services sector different types of vendors compete within

the two major sub-sectors of network applications and electronic information

services. Accordingly the leading vendors in each of these areas are listed

separately. For network applications the leaders are listed in Exhibit IV-5.

The network applications services sector is populated by vendors from a

number of different backgrounds. The main ones are:

• Specialist independent network vendors like GE Information Services and

InfoneL

• Telecommunications companies like BT/Tymnet, France Telecom and

Deutsche Telekom.
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Vendors that have a considerable level of activity in other areas of the com-
puter services business are also active in the network applications area. GSI,

the large French owned software and services company is the leading example

from this group. Sligos, France Telecom's Telesystemes and AT&T Istel can

also be cited in this category.

EXHIBIT IV-25

Leading Vendors Network Application Services

Europe, 1992

Rank Vendor

Oountrv
of

Origin

bstimated
Spctor

Revenues
($ Millions)

Market
Share

(Percent)

1 IBM U.S. 145 8.7

2 Infonet Belgium 125 7.5

3 GEIS U.S. 105 6.3

4 AT&T U.S. 100 6.0

5 BT U.K. 80 4.8

6 GSI France 55 3.3

7 Sligos France 50 3.0

8 Digital U.S. 45 2.7

9 France Telecom France 45 2.7

10 Bull France 40 2.4

Total Listed 790 47.6

Total Market 1,650 100.0

The electronic information services leaders are listed in Exhibit rV-6. This

sector is led by the providers of financial data, namely Reuters, Extel and

Telerate. Reuters is by far the largest vendor in the market and accounts for

32% of the subsector. Reuters is the market leader in electronic information

services (EI) in France, Germany, the UK and Italy.
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EXHIBIT IV-26

Leading Vendors Electronic Information Services
Europe, 1992

Rank Vendor

oountry
of

Origin

Estimated
bector

Rpv/oni IOCPICVd lUCO

($ Millions)

MarKei
Share

(Percent)

1 Reuters U.K. 1,035 31.9

2 Telerate U.S. 245 7.6

3 Dun & Bradstreet U.S. 175 5.4

4 Telekurs Switzerland 120 3.7

5 Citicorp U.S. 95 2.9

6 DAFSA France 75 2.3

7 Extel U.K. 70 2.2

8 Mead U.S. 55 1.7

9 ADP Financial U.S. 50 1.5

10 France Telecom France 45 1.4

Total Listed 1,965 60.6

Total Market 3,240 100.0
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(Blank)
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1. Introduction

France continues to be the largest single market for information services in

Europe. In Cap Gemini Sogeti (CGS) France has the only European owned
independent professional services company to operate on a world scale.

INPUT forecasts a five year average growth of 6% from FF 127 billion ($24

billion) in 1993 to FF 147 biUion ($32 billion) in 1998 for user spending with

the information services industry. Growth in 1992 was some 4% below

expectations and INPUT'S forecast growth has been revised down to reflect

the weakening demand, particularly in the areas of professional services, such

as contract staff, and turnkey systems.

2. Economic Environment

France's total population in 1992 was 57.37 million, the working population

(in 1989) was 24 million (41% female). Its economy ranks only behind that

of Germany in terms of size within the EC (European Community). GDP in

1992 at current prices and current exchange rates is estimated by OECD
(Organisation for Economic Cooperation and Development) at US$ 1,325

billion, about 17% of OECD European members' total GDP.

Traditional strengths in agriculture and wine making have been augmented by

leadership in nuclear power for electricity production and high-speed trains,

and by significant positions in defence, aeronautics, space, automobile and

telecommunications industries.

A founder member of the EC, 60% of all exports go to other Community
countries and this figure has been increasing over the years.

Country Market Analysis

A
France - Market Commentary
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Whilst French postwar regeneration was associated with central planning and

direction, the late 1980s saw a less dirigiste philosophy which has encouraged

a more dynamic approach. Of recent years, takeovers have tended to increase

the French penetration of the upper levels of top 500 companies in Europe as

identified by the Financial Times (the FT 500). The aggregate market value of

French members of this league table is about the same as that of German
members. In 1993, the French government announced plans to sell much of

the state's stake in nationalised companies, including Groupe Bull.

GDP growth was slightly higher in 1992 (1.3%) than in 1991 (0.7%) largely

because of export activity. There was an increase in the unemployment rate

(to 10.2% from 9.5%) and this measure was in line with EC average. Inflation

(2.4%) was below average for the OECD (3.5%), and Germany (4.0%). The
current account moved into the black for the first time since 1986.

Forecasts of performance indicate growth at a modest level (1.2% in 1994) but

not before a further recession in 1993 (-1.0%.) However, the recent good
export performance is not expected to continue in a generally poor market and

the current account is expected to go into deficit. Inflation is expected to hold

steady at around 2.5%.

Economists are guarded in their view of prospects for the French economy in

spite of recent improvements, given sluggish home demand and continued

dependence on international trade.

3. Information Services Industry

The French market is the largest national market for information services

(which now includes equipment services) in Europe and represents some 22%
of the total European market. INPUT estimates that in 1992 the French

market reached a total of $23 billion (ECU 18 billion) and that it will grow by

5% (including inflation) to exceed $24 billion (ECU 19 biUion) in 1993. This

rate represents a significant slowdown from the historic perspective over the

last decade when an average annual growth of 24% measured in current

currency (i.e., including inflation) was achieved.

Exhibit V-1 shows the information services industry analysis for France.

Market sectors that can be considered independent of the type industry are

identified separately in this table. So, for example, systems software and

equipment services are not included in the industry sector market sizes, but are

listed under generic markets.
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Information Services Industry Analysis France, 1993

ivictirvm oladc DAi'^Antrercsni

Sector (rr Millions) Of Total

Total Information Services 127,000 100

Industry Sectors Total 76,500 60
Discrete Manufacturing 10,900 9
Process Manufacturing 5,900 5
Transportation 4,800 4
Utilities 3.550 3
Telecommunications 3.650 3
Retail Distribution 2,450 2
Wholesale Distribution 3,300 3
Banking & Finance 14!l00 11

Insurance 4,750 4
Healthcare 3,450 3
Education 1,380 1

Local Government 5,800 5
Central Government 6.050 5
Business Services 4,050 3
Other Industries 2,250 2

Cross-lndustrv Sectors Total 9,500 7
Accounting 1700
Education & Training 145 < 1

Engineering & Scientific 500 < 1

Human Resources 500 < 1

Office Systems 1 ,850 1

rianning ot Analysis 1 ,DOU

Other Cross-Industry 350 < 1

Cross-Industry Sectors Total 9,500 7

Generic Sectors Total 40,920 32
Equipment Services 21,600 17
System Software Products 16,000 13
Utility and Other Processing 1,150 1

Other Electronic Info Services 2,170 2

As can be seen from Exhibit V-2, INPUT forecasts that market growth over

the next five years is expected to average only 6% per annum. Although the

overall economic climate is expected to improve over the five-year period, the

desire among buyers of software and services for better value for money will

limit any return to higher growth rates.

Exhibit V-2 also provides an analysis of the French market divided into the

nine separate delivery modes identified by INPUT. Short term growth has

been revised down since the 1992 report for all sectors except systems opera-

tions. Only systems integration is expected to grow faster in the longer term.
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Software and Services Market France, 1993-1998

FF Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Professional Services 36,400 38,300 39,400 2 42,600

Systems Integration 4,750 5,600 6,750 21 14,500

Systems Operations 2,850 3,300 3,750 19 7,900

Processing Services Ann o

Network Services 575 700 850 21 1 800

SystemSoftware Products 15,200 16,000 16,700 5 20,300

Application Software Products 14,400 14,700 15,000 6 19,900

Turnkey Systems 10,660 10,740 11,140 6 14,560

Equipment Services 21,100 21,600 21,900 0 21,900

Total (rounded) 121,000 127,000 132,500 6 169,000

Total (excluding

Equipment Sen/ices) 100,000 105.000 111,000 7 147,000

Exhibits V-3 onward provide market analysis and forecasts for each of the

nine separate delivery modes and their respective submodes.

Relative to the overall European information services market, professional

services represents some 32% of the total French market as opposed to 23%
for the whole of Europe. The French market thus accounts for nearly one

third of the total European professional services market. French professional

services vendors, notably CGS, are strongly represented in the professional

services markets of other countries. However this sector is the one under most

threat from changing demands for custom software and has seen growth

predictions more than halved in the last two years.

The three main professional services subsectors grew more slowly than

expected as spending on consulting, training and contract development staff

was restrained by financial cutbacks.

Applications management and maintenance, a small subsector of professional

services, has grown rapidly in popularity over the last three years as vendors

offer to support users' in-house-developed operational software.
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One of the strongest observable general trends in France is towards the deliv-

ery by vendors of more complete solutions and away from purpose built

customised application building. Consequendy, strong growth (though lower

than in previous forecasts) is expected in the systems integration market and

in the applications software products market.

The most significant fall in forecast growth rates has been in the subsector of

PCNworkstation application software products. This has been revised down
two years running from a very optimistic 1991 forecast of 26% CAGR to a

more critical 10% this year. Applications software is experiencing strong

price competition, so the market value is not increasing as fast as unit deliver-

ies might suggest.

EXHIBIT V-3

Professional Services Market, France

FF Millions

Subsector 1992 1993 1994

93-98

CAGR{%) 1998

IS Consulting 4,000 4,350 4,650 7 6,050

Education & Training 3,150 3,350 3,520 5 4,230

Software Development 29,100 30,400 31,000 1 31,400

Application Management 150 200 250 37 950

Total (rounded) 36,400 38,300 39,400 2 42,600

EXHIBIT V-4

Systems Integration Market, France

FF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 1,300 1,450 1,700 17 3,150

Application Software Products 850 1,000 1,400 39 5,200

SystemSoftware Products 380 450 530 17 1,000

Professional Services 2,100 2,600 3,000 13 4,700

Other Services 100 100 135 34 440

Total (rounded) 4,750 5,600 6,750 21 14,500
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EXHIBITV-5

Systems Operations Market, France

FF Millions

Subsector 1992 1993
93-98

1994 CAGR(%) 1998

Platform Operations 1,530 1,750 1,890 18 4,010

Application Operations 1,170 1,350 1,610 19 3,200

Desktop Services 155 200 255 28 690

Total (rounded) 2,850 3,300 3,750 19 7,900

EXHIBITV-6

Processing Services Market, France

FF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 7,700 7,850 7,850 1 8,300

Utility Processing 350 355 350 0 355

Other Processing 710 795 890 10 1,305

Total (rounded) 8,800 9,000 9,100 2 9,950

EXHIBITV-7

Turnkey Systems Market, France

FF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 5,350 5,500 5,650 4 6,600

Application Software Products 2,500 2,400 2,550 9 3,750

System Software Products 170 180 190 6 240

Professional Services 2,650 2.600 2,750 9 4,000

Total (rounded) 10,660 10,740 11,140 6 14,560
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Equipment Services Market, France

FF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 14,500 14,700 14,700 -1 13,100

Environmental Services 6,600 6,900 7,250 5 8,800

Total (rounded) 21,100 21,600 21.900 0 21,900

4. Competitive Environment

Historically the larger French vendors of information services (for example

Sligos, GSI, CGI, SG2 and Steria, in addition to CGS) have been highly

successful in creating a strong indigenous French industry. This is in stark

contrast to the computer systems market where Bull, the state aided computer

systems manufacturer continues to face major challenges in its traditional

product markets.

Exhibit V-9 lists the leading 30 vendors in the French software and services

market in 1992. The high proportion of these vendors in French ownership is

clear from the Exhibit. Eight companies listed are of U.S. origin. This is one

less than in 1991. France is the only European country to maintain such a

strong national presence in its home market.

CGS experienced substantial falling revenues in France during 1992 and

posted its first ever (small) loss. Plans for further global expansion attracted

Daimler Benz to take a 34% share in CGS holding company Sogeti. With the

German industrial giant suffering from the economic recession it is likely that

other financial partners will be needed to fund the group's organic and acqui-

sition-based growth strategies.
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EXHIBIT V-9

Leading Vendors, Software and Services France, 1992

FctimfltpH

oecior MarKei
v^uui III y UI ncVcl lUco Olldi c

rial lis wi igiii ^rr Millions^ erceni^

1 IBM U.S. 6,550 6.5

2 Cap Gemini Sogeti France 3,500 3.5

3 Axime France 2,100 2.1

4 Sligos France 1,950 2.0

5 Groupe Bull France 1,900 1.9

6 FTLIS [Telecom] France 1,750 1.8

7 GSI France 1,750 1.8

8 EDS-GFI U.S. 1,550 1.6

9 Microsoft U.S. 1,500 1.5

10 Sema Group France 1,450 1.5

11 Syseca [Thomson] France 1,450 1.5

12 Reuters U.K. 1,400 1.4

13 Digital U.S. 1,400 1.4

14 CGI France 1,300 1.3

15 SG2 France 1,000 1.0

16 Steria France 900 0.9

17 Computer Associates U.S. 860 0.9

18 Alcatel TiTN . France 800 0.8

19 AT&T France 785 0.8

20 CISI France 785 0.8

21 Sopra France 765 0.8
00C.C. loC IIUt;i ridliOl Idl rial iCo 7c;n n ft

23 Andersen Consulting U.S. 740 0.7
OA. 1 lnilr»n rial ItftJ n 7

25 Oracle U.S. 580 0.6

r 1 al lOc *^7n n Ru.o

27 Unisys U.S. 555 0.6

28 IBSI France 530 0.5

29 Altran France 485 0.5

30 Siemens-Nixdorf Germany 480 0.5

Total Listed 40,945 40.9

Total Market 100,000 100.0

* Software and services excludes equipment services

One of the most interesting developments in the French industry has been

Sogeti's move into management consultancy with the formation, through

acquisitions, of Gemini Consulting. CGS and Gemini are managed sepa-

rately, but the objective is to build business of mutual interest. Synergy

between CGS and Gemini Consulting is reported to be growing, with Gemini

identifying a wide range of business process re-engineering opportunities.
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In 1993, IBM France acquired majority interests in CGI and Axone as it

extends its capabilities in the software and services market. CGI is probably

best known for its internationally marketed PACbase CASE tools. Axone was
previously a joint venture with Sema which has single-mindedly built a strong

systems operations business in France.

The remaining exhibits list the leading vendors in each of the separately

defined delivery modes including separate vendor analyses within the network

services area for electronic information services and network application

services.

Equipment services are also shown as two separate lists—equipment mainte-

nance vendors and environmental services vendors. Exhibit V-10 shows the

full information services revenue leaders in France, accounting for all soft-

ware, services and maintenance revenues of these vendors.

EXHIBIT V-10

Leading Vendors, Professional Services France, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (FF Millions) (Percent)

1 Cap Gemini Sogeti France 2,000 5.5

2 IBM U.S. 1,280 3.5

3 Sema Group France 920 2.5

4 Syseca [Thomson] France 890 2.4

5 Axime France 835 2.3

6 CGI France 820 2.3

7 Unilog France 585 1.6

8 France Telecom France 565 1.6

9 Andersen Consulting U.S. 490 1.3

10 Altran France 470 1.3

Total Listed 8,855 24.3

Total Market 36,400 100.0
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EXHIBIT V-1

1

Leading Vendors, Systems Integration France, 1992

Estimated

Sector Market
uouniry ot rievenues onarG

HariK VGnaor Origin (rr MllllOnSj (rercent)

1 Cap Gemini Sogeti France 1,000 21.1
o

IljiVI u.o. 1*^ 7

3 Andersen Consulting U.S. 340 7.2

4 Sema Group France 340 7.2

5 EDS-GFI U.S. 250 5.3

6 Syseca [Thomson] France 240 5.1

7 Groupe Bull France 190 4.0

8 Digital U.S. 170 3.6

9 Alcatel ISR France 160 3.4

10 Axime France 120 2.5

Total Listed 3,555 74.8

Total Market 4,750 100.0

EXHIBIT V-1

2

Leading Vendors, Systems Operations France, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (FF Millions) (Percent)

1 EDS-GFI U.S. 600 21.1

2 GSI France 350 12.3

3 France Telecom France 280 9.8

4 Axone France 240 8.4

5 SG2 France 185 6.5

6 AT&T France 165 5.8

7 Sligos France 150 5.3

8 CISI France 145 5.1

9 Euriware France 90 3.2

10 Axime France 90 3.2

Total Listed 2,295 80.5

Total Market 2,850 100.0

V-10 Copyright 1993 by INPUT. Reproduction Prohibited. lEU-MMF



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1 998 INPUT

Leading Vendors, Processing Services France, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (FF Millions) (Percent)

1 oiiyos rranee y. 1

2 Axime France 585 6.6

3 France Telecom France 370 4.2

4 GSI France 340 3.9

5 Inforsud France 200 2.3

6 SG2 France 170 1.9

7 CCMC-Managix France 170 1.9

8 Cegedim France 130 1.5

9 ISE International France 120 1.4

10 IBM U.S. 120 1.4

Total Listed 3,010 34.2

Total Market 8,800 100.0

Leading Vendors, Network Application Services France

1992

Esimated
Sector Market

Country of Revenues Share
Rank Vendor Origin (FF Millions) (Percent)

1 Infonet Belgium 230 10.3

2 SG2 France 205 9.2

3 GSI France 195 8.8

4 Sligos France 195 8.8

5 AT&T France 180 8.1

6 France Telecom France 130 5.8

7 Groupe Bull France 105 4.7

8 GEIS U.S. 90 4.0

9 IBM U.S. 80 3.6

10 Axime France 65 2.9

Total Listed 1,475 66.3

Total Market 2,250 100.0
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Leading Vendors, Electronic Information Services

France, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (FF Millions) (Percent)

1 Reuters U.K. 1,090 27.9

2 DAFSA U.S. 300 7.7

3 Telerate U.S. 245 6.3

4 Dun & Bradstreet U.o. 210 5.4

5 France Telecom France 150 3.8

6 Citicorp U.S. 110 2.8

7 Mead U.S. 65 1.7

8 Telel<urs Switzerland 30 0.8

9 Lotus U.S. 10 0.3

10 Extel U.K. 5 0.1

Total Listed 2.215 56.8

Total Market 3,900 100.0

Leading Vendors, System Software Products France

1992

Estimated
Sector Market

Country of Revenues Share
Rank Vendor Origin (FF Millions) (Percent)

1 IBM U.S. 3.800 25.0

2 Groupe Bull France 1,050 6.9

3 Microsoft U.S. 860 5.7

4 Digital U.S. 515 3.4

5 Oracle U.S. 445 2.9

6 Computer Associates U.S. 405 2.7

7 Novell U.S. 330 2.2

8 CGI France 275 1.8

9 Unisys U.S. 220 1.4

10 ISE International France 200 1.3

Total Listed 8,100 53.3

Total Market 15,200 100.0
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Leading Vendors, Application Software Products France

1992

F^tlmatpd

IVICII IxCl

Countrv of Ppwpni ipc Share
Rank Vendor Orloln IFF Millions^II 1 IVIIIIIVI iwl ^Pprrpnt^I 1 VI vv 1 Hi

1 Microsoft U.S. 590 4.1

2 ISE International France 420 2.9

3 Lotus U.S. 385 2.7

4 Sopra France 350 2.4

5 GSI France 325 2.3

6 Computer Associates U.S. 300 2.1

7 Fininfor France 240 1.7

8 CCMC-Managix France 230 1.6

9 IBM U.S. 210 1.5

10 Steria France 175 1.2

Total Listed 3,225 22.4

Total Market 14,400 100.0

Leading Vendors, Turnkey Systems France, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (FF Millions) (Percent)

1 Sligos France 380 3.6

2 Axime France 295 2.8

3 Siemens-Nixdort Germany 270 2.5

4 IBM U.S. 250 2.3

5 Digital U.S. 230 2.2

6 Syseca [Thomson] France 220 2.1

7 Alcatel TiTN France 190 1.8

8 CISI France 175 1.6

9 Cap Gemini Sogeti France 155 1.5

10 Intergraph U.S. 150 14

Total Listed 2,315 21.7

Total Market 10,660 100.0
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EXHIBIT V-1

9

Leading Vendors, Equipment Maintenance France, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (FF Millions) (Percent)

1 IBM U.S. 2,700 18.6

2 Groupe Bull France 2,250 15.5

3 Thomson France 970 6.7

4 Digital U.S. 900 6.2

5 Siemens-Nixdorf Germany 685 4.7

6 HP U.S. 475 3.3

7 AT&T France 425 2.9

8 Unisys U.S. 420 2.9

9 Olivetti Italy 395 2.7

10 Wang U.S. 235 1.6

Total Listed 9,455 65.2

Total Market 14,500 100.0

EXHIBIT V-20

Leading Vendors, Environmental Services France, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (FF Millions) (Percent)

1 IBM U.S. 280 4.2

2 Groupe Bull France 215 3.3

3 Digital U.S. 210 3.2

4 Unisys U.S. 210 3.2

5 TASQ France 55 0.8

6 HP U.S. 50 0.8

7 Wang U.S. 45 0.7

8 Siemens-Nixdorf Germany 30 0.5

9 Olivetti Italy 30 0.5

10 Rank Xerox U.K. 30 0.5

Total Listed 1,155 17.5

Total Market 6,600 100.0

V-14 Copyright 1993 by INPUT. Reproduction Prohibited. lEU-MMF



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES. 1993-1998 INPUT

Leading Vendors, Information Services France, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (FF Millions) (Percent)

1 IBM U.S. 9,600 7.9

2 Groupe Bull France 4,760 3.9

3 Cap Gemini Sogeti France 3,460 2.9

4 Digital U.S. 2,560 2.1

5 Axime France 2,090 1.7

6 Sligos France 2,010 1.7

7 EDS-GFI U.S. 1,740 1.4

8 GSI France 1,710 1.4

9 Microsoft U.S. 1,480 1.2

10 Syseca [Thomson] France 1,460 1.2

11 Reuters U.K. 1,420 1.2

12 AT&T France 1,330 1.1

13 CGI France 1,300 1.1

14 Sema Group France 1,260 1.0

15 Siemens-Nixdorf Germany 1,210 1.0

16 Thomson France 1,200 1.0

17 Unisys U.S. 1,190 1.0

18 Olivetti Italy 1,070 0.9

19 SG2 France 1,010 0.8

20 Andersen Consulting U.S. 920 0.8

21 Computer Associates U.S. 860 0.7

22 HP U.S. 830 0.7

23 CISI France 810 0.7

24 Oracle U.S. 560 0.5

25 Prime U.S. 440 0.4

26 ICL U.K. 420 0.3

27 Lotus U.S. 400 0.3

28 Wang U.S. 390 0.3

29 Rank Xerox U.K. 380 0.3

30 Dun & Bradstreet U.S. 380 0.3

Total Listed 48,250 39.9

Total Market 121,000 100.0
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B
Germany - Market Commentary

1. Introduction

Germany now has by far the largest population in Western Europe following

the integration of 16 million East Germans in 1990. Germany was a founding

member of the European Community (EC).

The information services market (including equipment maintenance) is the

second largest in Europe, with a total value of DM30 billion ($20 billion or

ECU 15 billion) in 1991.

2. Economic Environment

The population of Germany, including the 11 Lander of the former West and

the five of the former DDR, was 80.7 million and the work force approxi-

mately 38 million (42% female.)

GDP in 1992 at current prices and current exchange rates is estimated by
OECD at US$ 1,775 billion, about 23% of OECD European members' total

GDP.

The accession of the old East was marked by undertakings to raise living

standards within a short time and to implement BRD fiscalNcommercial laws

in the old DDR, with consequent privatisation of many former State enter-

prises. The East German Mark was given parity with the D.Mark.

Unification created a boom as infrastructure projects sucked in goods from the

old West (and from the rest of Europe.) But 1992 saw the end of the boom
and the effects of the strains imposed by reunification.

The recession started in Germany in the middle of 1992, and although GDP
growth for the year was positive, it was down on 1991. (2.0% compared with

3.7%.) The trend is apparent in the forecast decline in 1993 (-1.5%.)

The principal strength of the economy has been its manufacturing base par-

ticularly in sectors such as engineering and chemicals, with companies such as

Diamler-Benz, Volkswagen, Siemens, BASF, Bayer and Hoechst. The
strength of these sectors is reflected in their spending on information services

shown in Exhibit V-22. However the manufacturing sector is clearly one of

the hardest hit by recession, resulting generally in reducing spending except in

the outsourcing of systems operations and processing services.
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EXHIBIT V-22

Information Services Industry Analysis Germany,
1993

Market Mari<et Size Percent

Sector (DM Millions) Of Total

Total Information Services 32,700 100

Industry Sectors 17.800 54
Discrete Manufacturing 3,555 11

Process Manufacturing 1,580 5
Transportation 765 2
Utilities 415 1

Telecommunications 390 1

Hetaii uisiriDuiion DOU Z
Wholesale Distribution 835 3
Banking & Finance 3,830 12

Insurance 1.445 4
Healthcare 895 3
Education 255 1

Local Government 740 2
Central Government 940 3
Business Sen/ices 855 3
Other Industries 745 2

Cross-Industry Sectors Total 1,700 5
Accounting 165 1

Education & Training 16 <1
Engineering & Scientific 40 <1
Human Resources 50 <1
Office Systems 190 1

Planning & Analysis 155 <1
Other Cross-Industry 29 <1
Cross-Industry Sectors Total 1,700 5

Generic Sectors Total ^ 13,200 40
Equipment Services 7,250 22

System Software Products 5,100 16

Utility and Other Processing 430 1

Other Electronic Info Services 435 1

Inflation at 4.0% exceeded the OECD average as money supply expanded as a

result of re-unification commitments. A policy of high interest rates tended to

increase pressure on manufacturing companies already affected by falling

demand, both intemal and external, and by high payroll costs. Germany leads

the league of industrial nations for labour rates, partly through its wage rates

but also through the 86% additional employers contributions.
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Action by the Bundesbank has resulted in the lowering of interest rates, and

by the Federal Government to the easing of certain burdens on industry,

notably in corporation tax and labour legislation. The oudook is still uncer-

tain, however. Inflation is forecast above the OECD average for 1993 but to

decline in 1994, while unemployment is set to remain at around 8%. A
current account deficit of around 1% ofGDP will continue. Modest GDP
growth of 1.0% is expected in 1994.

3. Information Services Industry

The German information services market is the second largest market in

Europe, as shown in Exhibit V-23.

EXHIBIT V-23

Software and Services Market, Germany, 1993-1998

DM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Professional Services 5,100 5,100 5,250 3 6,000

Systems Integration 955 1,100 1,245 13 2,025

Systems Operations 310 385 460 22 1,030

Processing Services 2.400 2,420 2,580 10 3,820

Network Services 130 155 190 21 400

System
Software Products 4,900 5,100 5,360 5 6,460

Application

Software Products 3,030 3,350 3,850 17 7,260

Turnkey Systems 6,430 6,530 7,070 11 11,130

Equipment Services 7,050 7,250 7,400 0 6,790

Total (rounded) 31,500 33,000 35,000 8 48,000

Total (excluding

Equipment Services) 24,500 25,500 27,600 10 41,200

INPUT estimates that in 1993 the market will total DM 33 billion ($21 billion

or ECU 17 billion), growing at an average of 8% per annum to DM 48 billion

($31 billion or ECU 24 billion) by 1998. The development of East Germany
is not forecast to significantly increase growth rates for information services

in the short-term. However, expenditure will increasingly become more
widely distributed throughout the whole of the country.
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Professional services adopt a lower profile in Germany compared to the other

major European national markets. As elsewhere the use of contract labour

(body-shopping) has been severely curtailed, reducing the custom software

subsector growth from a forecast 1 1% to an actual 3% in 1992.

Another delivery mode where Germany lags behind the European average is

systems operations. This should not be surprising since Germany has tradi-

tionally shown a strong aversion to outsourcing across much of its industry

which has preferred to manufacture its own components rather than purchase

them from subcontractors. In 1992 this aversion changed and the systems

operations market grew rapidly. It is now clear that outsourcing is becoming
an accepted business practice in Germany.

INPUT has re-assessed the level of systems integration business claimed by

vendors in Germany. As a result, the market size has been revised down
overall, and the software product content increased. The long-term forecast

growth has also been reduced to 14% as a result of the poor economic outlook

and the likely impact on major projects.

Led by vendors such as Siemens Nixdorf Informations systemes. Digital

Kienzle, and Taylorix, the German market has always had a strong emphasis

on turnkey systems. Competitive pricing and recessionary pressures led to 4%
lower growth than INPUT forecast for 1992. The longer term forecast CAGR
has been revised down from 13% last year to 9% to reflect this dampening of

market demand. There is a large element of professional service in the turn-

key sector in Germany.

Detailed local currency forecasts of the components making up each delivery

mode are shown in Exhibit V-24 onward for Germany for the period 1992-

1997.

EXHIBIT V-24

Professional Services Marlcet, Germany

DM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 750 825 905 10 1.310

Education & Training 1,000 1.050 1.100 5 1,320

Software Development 3,340 3,200 3.220 1 3.310

Application Management 12 23 28 23 65

Total (rounded) 5.100 5.100 5.250 3 6,000
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EXHIBIT V-25

Systems Integration Market, Germany

DM Millions

Subsector 1992 1993 1994
93-98

CAGR(%^ 1998

Equipment 260 300 320 7 425

Application

Software Products 170 200 255 30 730

System
Software Products 75 90 95 9 140

Professional Services 430 490 550 6 670

Other Services 20 20 25 25 60

Total (rounded) 955 1.100 1,245 13 2,025

EXHIBIT V-26

Systems Operations Market, Germany
•

DM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 150 180 215 22 485

Application Operations 100 125 150 22 335

Desktop Services 60 80 95 21 210

Total (rounded) 310 385 460 22 1,030

EXHIBIT V-27

Processing Services Market, Germany

DM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 2,010 1,990 2,100 9 3,070

Utility Processing 110 110 110 0 110

Other Processing 280 320 365 15 640

Total (rounded) 2,400 2,420 2,580 10 3,820
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EXHIBIT V-28

Network Services Market, Germany

DM Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Electronic

Information Services 1,050 1,090 1,130 3 1,260

Network Applications 230 305 450 42 1,780

Network Management 130 155 190 21 400

Total (rounded) 1,410 1,550 1,770 17 3,440

EXHIBIT V-29

System Software Products Market, Germany

DM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 2,450 2,440 2,430 -6 1,690

Minicomputer 1,450 1,490 1,550 5 1,940

Workstation and PC 1,000 1,170 1,380 19 2,830

Total (rounded) 4,900 5,100 5,360 5 6,460

EXHIBIT V-30

Application Software Products Market, Germany

DM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 430 410 390 -2 355

Minicomputer 980 1,030 1,210 16 2,145

Workstation and PC 1,620 1,910 2,250 20 4.760

Total (rounded) 3,030 3,350 3,850 17 7,260

lEU-MMF Copyright 1993 by INPUT. Reproduction Prohibited. V-21



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES. 1993-1998 INPUT

EXHIBIT V-31 •

Turnkey Systems Market, Germany

DM Millions

Subsector lyyo iyy4

93-98
^ A^0/0/ \ lyyo

EauiDment oo OO 1 u

Application

Software Products 1,515 1,565 1,800 18 3,545

System
Software Products 90 90 95 5 115

Professional Services 1.605 1,655 1,895 17 3,660

Total (rounded) 6,430 6,530 7.070 11 11,130

EXHIBIT V-32

Equipment Services Market, Germany

DM Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Equipment Maintenance 4,750 4.800 4,800 A 3.800

Environmental Services 2,300 2,450 2.600 4 2.990

Total (rounded) 7,050 7,250 7,400 0 6.790

4. Competitive Environment

Exhibit V-33 lists the top thirty vendors in the German software and services

market during 1992. It is compiled using only the information services rev-

enues attributable to the domestic market within Germany excluding exports

and excluding revenues from within any parent group companies.

As in nearly every European country, IBM leads in software and services

revenues. However, in Germany, it is matched by Siemens-Nixdorf

Informationsysteme (SNI) which was formally constituted on October 1st,

1990 following Siemens' earlier acquisition of a majority stake in Nixdorf

Computer AG. Both vendors generated significant revenues from the newly

merged eastern regions of Germany, particularly in the public administration

sector (regional and local government).
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IBM, SNI and Digital have all made recent announcements of major staff

reductions and plant closures. Employment practices in Germany mitigate

against laying off staff. This seems to have slowed difficult decisions on the

downsizing of the equipment vendors operations. All these vendors have been

re-deploying staff into services roles, but this has not reduced their cost base

fast enough to meet the new market conditions profitably.

Datev, the third largest software and services vendor in Germany, is a co-

operative owned by German accountants and tax specialists, which provides

software products and processing services to support specialists in these

fields. It achieved over 20% growth in 1992.

EXHIBIT V-33

Leading Vendors, Software and Services Germany,
1992

Estimated

Sector* Market

Country of Revenues Share
Rank Vendor Origin (DM Millions) (Percent)

1 IBM U.S. 2,620 10.7

2 Siemens-Nixdort Germany 1.900 7.8

3 Datev Germany 845 3.4

4 Cap debis Germany 610 2.5

5 Digital U.S. 575 2.3

6 Microsoft U.S. 485 2.0
"7
/ Germany 4/0 1 .9

8 Reuters U.K. 440 1.8

9 Computer Associates U.S. 285 1.2

10 Compunet Computer Germany 275 1.1

11 Andersen Consulting U.S. 220 0.9

12 Fiducia Germany 220 0.9

13 Alldata Germany 210 0.9

14 Ploenzke-Gruppe Germany 200 0.8

15 SottwareAG Germany 185 0.8

16 ESG-FEG Germany 170 0.7

17 Taylorix Germany 165 0.7

18 EDS U.S. 165 0.7

19 Intergraph U.S. 160 0.7

20 Bull France 155 0.6

21 Olivetti Italy 150 0.6

22 Softlab Germany 135 0.6

23 HP U.S. 125 0.5

24 Unisys U.S. 125 0.5

25 PDV-Goippe Germany 125 0.5

26 Novell U.S. 119 0.5

27 Oracle U.S. 119 0.5

28 AT&T U.S. 111 0.5

29 mbpIEDS] Germany 110 0.4

30 Lotus U.S. 108 0.4

Total Listed 11,587 47.3

Total Mar1<et 24,500 100.0

' Software and services excludes equipment services
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SAP is a uniquely successful European vendor. It established itself during the

1980s as the largest and fastest growing European application software prod-

ucts vendor. It dominates the market for accounting and production manage-

ment applications based on mainframe architectures in Germany.

However, the company has also recognised the changes taking place in its

marketplace, particularly the moves to downsizing and open systems, and has

modified its strategy and product development programme accordingly. A
new product, R/3, based on UNIX-based equipment and initially aimed at

medium-sized organisations, was launched in 1992. A further initiative from

SAP is to encourage processing services vendors to offer their software as a

service known as "SAP outsourcing". This is expected to give the processing

services market new growth.

The conservative German market remains a difficult one for foreign software

products companies to penetrate. While this is particularly true for commer-
cial applications software products, vendors of technical products, such as the

CAD vendors Intergraph and Computervision, have met with greater success.

Germany remains the largest national market for Intergraph across Europe.

Software AG is the only European software product vendor to appear in the

top thirty leading vendors in Europe with an established global market pres-

ence. Originally best known for its mainframe ADABAS database products,

recent product launches have positioned it to carry forward a worldwide user

base into the realms of client-server and open systems computing.

Cap Gemini Sogeti has strengthened its position in Germany over the last year

with its 49% share in CAP debis. This joint venture with Daimler-Benz took

effect in 1992. CAP debis still receives a large proportion of its business from

its German parent group, and has been diversifying externally to counter the

severe losses being experienced in the car industry.

The leading vendors in Germany for each of INPUT'S delivery modes are

listed in Exhibits V-34 onwards. Equipment services are shown as two sepa-

rate lists - equipment maintenance vendors and environmental services ven-

dors. The Exhibit V-44 shows the leaders in terms of full information services

revenue in Germany, combining all the revenues in the previous exhibits.
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EXHIBIT V-34

Leading Vendors, Professional Services Germany,
1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (DM Millions) (Percent)

1 IdM U.o. 530 10.4

2 Cap debis Germany 290 57
O oAr vjermany 190 O./

4 Ploenzke-Gmppe Germany 170 3.3

0 oerrnany 0.

1

6 Digital U.S. 145 2.8

7 Siemens-Nixdorf Germany 140 27
8 Datev Germany 120 2.4

9 PDV-Gruppe Germany 90 1.8

10 Integrata Germany 90 1.8

Total Listed 1,925 37.7

Total Market 5,100 100.0

EXHIBIT V-35

Leading Vendors, Systems Integration Germany,

1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (DM Millions) (Percent)

1 IBM U.S. 180 18.8

2 Siemens-Nixdorf Germany 150 157
3 Cap debis Germany 75 7.9

4 Digital U.S. 70 7.3

5 Andersen Consulting U.S. 55 5.8

6 Bull France 50 5.2

7 EDS U.S. 45 4.7

8 CGS France 40 4.2

9 Ploenzke-Gmppe Germany 30 3.1

10 Rank Xerox U.K. 20 2.1

Total Listed 715 74.9

Total Market 955 100.0
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EXHIBIT V-36

Leading Vendors, Systems Operations Germany,
1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (DM Millions) (Percent)

1 Cap debis Germany 90 29.0

2 EDS U.S. 80 25.8

3 Alldata Germany 25 8.1

4 Digital U.S. 25 8.1

5 tds Germany 20 6.5

6 Fiducia Germany 10 3.2

7 AC Service [Raet] Netherlands 9.5 3.1

8 Telekom Germany 9 2.9

9 Datev Germany 8.5 2.7

10 CSC U.S. 8 2.6

Total Listed 285 91.9

Total Market 310 100.0

EXHIBIT V-37

Leading Vendors, Processing Services Germany,
1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (DM Millions) (Percent)

1 Datev Germany 595 24.8

2 Fiducia Germany 145 6.0

3 IBM U.S. 110 4.6

4 Alldata Germany 95 4.0

5 Cap debis Germany 90 3.8

6 RRZ Germany 60 2.5

7 Info AG Germany 45 1.9

8 Telekurs Switzerland 30 1.3

9 Taylorix Germany 30 1.3

10 AC Service fRaetl Netherlands 25 1.0

Total Listed 1,225 51.0

Total Market 2,400 100.0
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Leading Vendors, Network Application Services

Germany, 1992

Estimated
Markpt

fioiintrv of Rpwpni iPQ Sharp

Rank Vendor Origin (DM Millions) (Percent)

1 Telekom Germany 60 26.1

2 IBM U.S. 40 17.4

3 Cap debis Germany 30 13.0

4 Digital U.S. 20 8.7

0 Ml & 1
1 1 QU.O. lO o.o

6 Infonet Belgium 10 4.3

7 GSI France 10 4.3

8 GEIS U.S. 10 4.3

9 Ikoss [Sligos] Germany 10 4.3

10 Bull France 5 2.2

Total Listed 210 91.3

Total Market 230 100.0

Leading Vendors, Electronic Information Services

Germany, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (DM Millions) (Percent)

1 Reuters U.K. 335 31.9

2 Telerate U.S. 75 7.1

3 Bertelsmann Germany 60 5.7

4 Genios Germany 60 5.7

5 VWD Germany 60 5.7

6 Dun & Bradstreet U.S. 40 3.8

7 Telekurs Switzerland 35 3.3

8 Info AG Germany 15 1.4

9 Mead U.S. 10 1.0

10 STN Germany 5 0.5

Total Listed 695 66.2

Total Market 1,050 100.0
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EXHIBIT V-40

Leading Vendors, System Software Products

Germany, 1992

csiimaieu

Sector MarKei
uouniry ot Revenues onare

nariK venuor ^jriyin [UNI Millions; (rerceni;

1 IBM U.S. 1,560 31.8

2 Slemens-Nixdorf Germany 565 11.5

3 Microsoft U.S. 280 5.7

4 Digital U.S. 205 4.2

5 SoftwareAG Germany 150 3.1

6 Computer Associates U.S. 135 2.8

7 Novell U.S. 120 2.4

8 Oracle U.S. 95 1.9

9 Borland U.S. 90 1.8

10 Softlab Germany 75 1.5

Total Listed 3,275 66.8

Total Market 4,900 100.0

EXHIBIT V-41

Leading Vendors, Application Software Products

Germany, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (DM Millions) (Percent)

1 SAP Germany 280 9.2

2 Microsoft U.S. 195 6.4

3 Lotus U.S. 105 3.5

4 Compunet Computer Germany 100 3.3

5 Computer Associates U.S. 100 3.3

6 IBM U.S. 90 3.0

7 KHK Germany 70 2.3

8 Datev Germany 70 2.3

9 Strassle Germany 60 2.0

10 mbp [EDS] Germany 35 1.2

Total Listed 1,105 36.5

Total Market 3,030 100.0
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Leading Vendors, Turnkey Systems Germany, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (DM Millions) (Percent)

1 Siemens-Nixdorf Germany 1,035 16.1

2 IntprnranhII llwl ^1 CIWI i U S 130 2 0

3 Taylorix Germany 105 1.6

4 IBM U S 105 1 6

5 Compunet Computer Germany 100 1.6

6 Digital U.S. 90 1.4

7 mbp [EDS] Germany 65 1.0

8 Ikoss [Sligos] Germany 45 0.7

9 Reuters U.K. 45 0.7

10 GMO Germany 25 0.4

Total Listed 1,745 27.1

Total Market 6,430 100.0

Leading Vendors, Equipment Maintenance
Germany, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (DM Millions) (Percent)

1 Siemens-Nixdorf Germany 1,100 23.2

2 IBM U.S. 945 19.9

3 Digital U.S. 330 6.9

4 HP U.S. 140 2.9

5 Comparex U.S. 125 2.6

6 AT&T U.S. 115 2.4

7 Bull France 115 2.4

8 Unisys U.S. 110 2.3

9 Olivetti Italy 80 1.7

10 Sun U.S. 60 1.3

Total Listed 3,120 65.7

Total Market 4,750 100.0
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EXHIBIT V-44

Leading Vendors, Environmental Services

Germany, 1992

Estimated
Sector Market

Country of Revenues Share
Rank Vendor Origin (DM Millions) (Percent)

1 1 QU.O. "ton

2 Digital U.S. 75 3.3

O oiemens-r>jixuOiT oermany lO o oo.o

4 Bull France 25 1.1
cO Unisys U.O. 1 .1

6 HP U.S. 20 0.9

7 Comparex U.S. 10 0.4

8 Wang U.S. 10 0.4

9 AT&T U.S. 5 0.2

10 Olivetti Italy 5 0.2

Total Listed 370 16.1

Total Market 2,300 100.0
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Leading Vendors, Information Services Germany
1992

FQtimatpd

Sector Market
Ooiintrv ofvywuiiliy \jt ppwpni iPQ

Rank Vpndor Orlnin\a^l IMII 1 /DM Million<;^yi-/ivi iviiiiivi iOJ ^ Pprrpnt\11 w 1 WW 1 11^

1
1 IBM U S 3 810 11 91 1 •w

2 Sipmpn<?-Nixdorf Rprmpinv1 1 1 icii 1 y 3 070 9 6

o Dinital II <^ O. 1

f^pimanvvjici 1 1 idi ly 2 7

5 CaD debis GprmanvIII lui 1 y 630 2 0

6 IVI IWI VwW 1

1

u s 480 1 5

7 SAP GermanvIII IVtl IT 480 1.5

Rputpr^ U K 440 1 4

9 HP U S 290bww 0 9
10 Bull Franrp1 1 Cll IWw 280 0 9

11 Onmniitpr A^^nri^^tp^WVI 1 l|.^LJlwl r\OOVi/V^ICllwO u s 280 0 9

12 kj I lloy o u s 260 0 a

13 AT&T u s 240 0 8
14 OlivpttiV^ll V W III Italv1 lui y 200 0 6

15 Intprnranh
1 1 IICI ^1 Cl^l 1 200 0 6

1R *^nft\A/arp Af^Oviiwctic r\\J vjid 1 1 idi ly 180 0 6

17 rinmnarpY II S 160 0

18 Primp1 1 II 1 Iw u s 130 0 4
19 Andpr^pn Con<5iiltinn u s 130 0 4w

20 Novell U.S. 120 0.4

21 Oracle U.S. 120 0.4

22 EDS U.S. 110 0.3

23 Sun U.S. 110 0.3

24 Lotus U.S. 110 0.3

25 GSI France 100 0.3

26 Borland U.S. 90 0.3

27 AC Service [Raet] Netherlands 90 0.3

28 Wang U.S. 80 0.3

29 Telerate U.S. 80 0.3

30 Sema Group France 70 0.2

Total Listed 14.170 44.3

Total Market 32,000 100.0
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c
United Kingdom - Market Commentary

1. Introduction

The United Kingdom has a population of about 57 million, and a work force

of about 28 million (46% female). GDP in 1992 at current prices and current

exchange rates is estimated by OECD at US$ 1,041 billion, about 13% of

OECD European members' total GDP.

One of the features of its economy is a concentration of large companies,

illustrated by fact that the market capitalisation ofUK corporations in the

Financial Times FT500 for 1992 is $712 billion compared with that of Ger-

man and French companies at $264 billion and $259 billion. It has been a

member of the European Community since 1973.

The U.K.'s information services market is the third largest in Europe, totalling

PS 9.8 billion ($16 billion or ECU 12 billion) in 1992. Growth has been

severely curtailed by the economic recession and loss of confidence in IT

investment generally. Worst hit sectors have been demand for contract IS

labour and consulting.

2. Economic Environment *

The 1980s saw radical changes in the industrial scene. Labour productivity

grew by 50% and industrial relations improved. Tax rates were cut and de-

regulation and privatisation were pursued. Labour costs are lower than those

of many industrial countries. In a DMark comparison, U.K. costs equate to

54% of German costs and 84% of the French.

Investment by US and Japanese firms in the UK accounts for 40% and 33%,
respectively, of those countries' stakes in the EC.

The growth of the 1980s is now well past. The UK gave the worst 1991 GDP
performance in the EC at -2.5%, did less badly in 1992 (-0.4%) but was still at

the bottom of the EC class. Inflation fell to 3.7%, close to OECD average.

After a financial crisis in September 1992, Britain departed the ERM (Ex-

change Rate Mechanism) and devalued the Pound Sterling, which was thus

one of only three European currencies to weaken over the year, by 4% in

relation to the US Dollar, against which the German Mark and French Frank

appreciated by more than 10%. So a speculative attack on the Pound resulted

in an improved competitive position for the UK. This meant a small trade

upturn in late 1992.
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The breakdown by sector of the U.K. spend on information services is shown
in Exhibit V-46.

EXHIBIT V-46

Information Services Industry Analysis United Kingdom,
1993

Market Market Size Percent

Sector (PS Millions) Of Total

Total Information Services 10,100 100

Industry Sectors 5,650 56
Discrete Manufacturing 650 6
Process Manufacturing 510 5
Transportation 385 4
Utilities 235 2
Telecommunications 120 1

Retail Distribution 300 3
Wholesale Distribution 190 2
Banking & Finance 1,340 13
Insurarxje 425 4
Healthcare 305 3
Education 80 1

Local Government 350 3
Central Government 460 5
Business Services 220 2
Other Industries 75 1

Cross-Industry Sectors Total 465 5
Accounting 105 1

Education & Training 25 <1

Engineering & Scientific 35 <1
Human Resources 50 <1
Office Systems 105 1

Planning & Analysis 65 1

Other Cross-Industry 70 1

Cross-Industry Sectors Total 455 5

Generic Sectors Total 4,000 40
Equipment Services 2,450 24
System Software Products 1,150 11

Utility and Other Processing 125 1

Other Electronic Info Services 275 3

In 1993 the UK is the only EC country for which GDP growth rate is forecast

as high as 1.9%. And the others will be negative (in recession) or declining.

UK inflation is running at about half that of the OECD as a whole. So the

country is well placed. But the fact that trading partners like Germany do not

offer buoyant markets makes the UK recovery seem vulnerable, until a more
general up-swing occurs.

lEU-MMF Copyright 1993 by INPUT. Reproduction Prohibited. V-33



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

The economic pressures have also led to a reduction of in-house IS spending

in the financial services sector and a greater propensity to use external infor-

mation services vendors. The proportion of total information services spent

incurred by the financial services sector in the United Kingdom is signifi-

cantly higher than the European average.

3. Software and Services Industry

INPUT forecasts that the U.K. market for information services will be PS 10

billion ($16 billion) in 1993, growing at an average of 8% per annum to PS 15

billion ($24 billion) by 1998. This growth is slightly up on last year's forecast

for the same period due primarily to an improved economic outlook.

Exhibit V-47 gives the detailed forecast by INPUT delivery mode in local

currency. Overall, the U.K. market for information services is forecast to

grow slightiy faster than the European average reflecting the stronger impact

of the continuing recession elsewhere.

EXHIBIT V-47

Software and Services Market, United Kingdom, 1993-

1998

PS Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Professional Services 1,940 1,850 1,800 0 1,780

Systems Integration 645 735 885 22 1,990

Systems Operations 475 585 705 22 1,565

Processing Services 495 530 575 8 785

Network Services 60 75 95 27 245

System
Software Products 1.100 1,150 1,250 7 1,650

Application

Software Products 650 690 760 11 1,150

Turnkey Systems 1,290 1,270 1,330 7 1,780

Equipment Services 2,410 2,450 2,490 1 2,560

Total (rounded) 9,800 10.100 10,800 8 15,100

Total (excluding

Equipment Services) 7,350 7,650 8,300 10 12,550
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The professional services sector in the U.K. is shrinking. Primarily this is due

to continued falling demand for custom software development and contract

staff. New development tools are improving programmer productivity, but

customers are giving preference to ready-made solutions. These come either

in the form of application packages or as systems integration projects based on

such packages.

The U.K. still has the largest systems integration market in the whole of

Europe, and also the leading network services market.

The systems integration market is forecast to show comparatively low level

short-term growth in the U.K., because of the postponement of major projects

resulting from the recession. But this is forecast to improve over the next five

years.

The U.K. is estimated to account for 35% of the European market for systems

operations, and this leadership position is forecast to be even further fuelled

by the impact of the recession with users keen to fix their computing costs for

a period of years. The culture of the U.K. also shows a greater propensity to

outsourcing than is typically found in continental Europe.

The U.K. network services market is two to five years ahead of the rest of

Europe, especially in developing services such as EDI and electronic com-
merce. Part of this is due to the influence of U.S. vendors in the U.K., part is

the strength of the City of London after the Big Bang in 1986, which led to a

major boom in financial electronic information services and dealing systems.

Detailed local currency forecasts of the components making up each delivery

mode in the United Kingdom are shown in Exhibit V-48 onward.

EXHIBIT V-48

Professional Services Market, United Kingdom

PS Millions

Subsector 1992 1993 1994

93-98

CAGR{%) 1998

IS Consulting 410 435 470 8 630

Education & Training 190 195 205 4 240

Software Development 1,320 1,190 1,080 -9 720

Application Management 25 35 50 41 195

Total (rounded) 1,940 1,850 1,800 0 1,780

lEU-MMF Copyright 1993 by INPUT. ReproduOion Prohibited. V-35



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

EXHIBIT V-49

Systems Integration Market, United Kingdom

PS Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 17*^
i / «j pnn 4.1 n

Application

Software Products 115 130 185 41 715

System
Software Products 50 60 70 18 140

Professional Services 290 330 380 15 665

Other Services 15 15 20 31 58

Total (rounded) 645 735 885 22 1,990

EXHIBIT V-50

Systems Operations Market, United Kingdom

PS Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 270 310 360 18 700

Application Operations 160 210 270 26 680

Desktop Services 50 65 80 24 190

Total (rounded) 475 585 705 22 1,565

EXHIBIT V-51

Processing Services Market, United Kingdom

PS Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 390 405 425 3 475

Utility Processing 15 15 15 0 15

Other Processing 90 110 135 22 295

Total (rounded) 495 530 575 8 785
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EXHIBIT V-52

Network Services Market, United Kingdom

PS Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 520 550 580 4 670

Network Applications 180 225 295 32 915

Network Management 60 75 95 27 245

Total (rounded) 760 850 970 17 1,830

EXHIBIT V-53

System Software Products Market, United Kingdom

PS Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 500 485 480 -6 345

Minicomputer 345 360 395 7 510

Workstation and PC 255 305 375 21 795

Total (rounded) 1,100 1,150 1,250 7 1,650

EXHIBIT V-54

Application Software Products Market, United Kingdom

PS Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 65 60 56 -5 45

Minicomputer 170 180 190 7 250

Workstation and PC 415 450 514 14 855

Total (rounded) 650 690 760 11 1,150
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EXHIBIT V-55

Turnkey Systems Market, United Kingdom

PS Millions

Subsector lyyo

93-98

UAon(%) 199o

Efiiiinmpnt WO DOU cO

ADDlication

Software Products 310 290 310 9 450

System
Software Products 15 16 17 6 21

Professional Services 325 305 325 9 470

Total (rounded) 1,290 1,270 1,330 7 1,780

EXHIBIT V-56

Equipment Services Market, United Kingdom

PS Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 1,600 1,600 1,600 -1 1,480

Environmental Services 810 850 890 5 1,080

Total (rounded) 2,410 2,450 2,490 1 2,560

4. Competitive Environment

Exhibit V-57 lists the top thirty vendors of software and services in the United

Kingdom during 1992.

It is compiled using only the software and services revenues attributable to the

domestic market in the U.K., excluding exports and excluding revenues from

within any parent group companies.
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EXHIBIT V-57

Leading Vendors, Software and Services United

Kingdom, 1992

Estimated

Sector* Market
Country of Revenues Share

Rank Vendor Origin (PS Millions) (Percent)

1 IBM U.S. 570 7.8

2 ICL (Fujitsu) U.K. (Japan) 450 6.1

3 Digital U.S. 295 4.0

4 Reuters U.K. 240 3.3

5 Hoskyns{CGS) U.K.(F) 185 2.5

6 EDS-Scicon U.S. 175 2.4

7 AT&T U.S. 170 2.3

8 Andersen Consulting U.S. 160 2.2

9 Sema Group France 150 2.0

10 BT U.K. 120 1.6

11 Computer Associates U.S. 110 1.5

12 Microsoft U.S. 110 1.5

13 Logica U.K. 110 1.5

14 Data Sciences U.K. 100 1.4

15 Bull France 96 1.3

16 Olivetti Italy 91 1.2

17 Misys U.K. 90 1.2

18 McDonnell Douglas U.S. 88 1.2

19 ACTGroup U.K. 74 1.0

20 Oracle U.S. 68 0.9

21 IJ S 0 Q

22 Coopers & Lybrand U.S. 65 0.9

91.£.0 1 1 KU.i\. n R\J.O

24 Unisys U.S. 58 0.8

Mr U.o. U./

26 PE-lnternational U.K. 52 0.7

27 Ferranti U.K. 50 0.7

28 Price Waterhouse U.S. 50 0.7

29 Dun & Bradstreet U.S. 47 0.6

30 Tolerate U.S. 46 0.6

Total Listed 3,996 54.4

Total Market 7,350 100.0

' Software and services excludes equipment services

As in nearly every European country, IBM leads in software and services

revenues. In the UK, IBM is now closely followed by ICL. ICL is one of the

most profitable of the equipment vendors operating in Europe and has gained

new respect following its acquisition by Fujitsu. ICL is particularly strong in

the retail and public sectors in the United Kingdom. Like most other equip-

ment manufacturers, ICL is increasingly active in the systems integration and

systems operations delivery modes. It has an acquisition strategy to assist the

cultural change to a software and services orientation.
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Following the acquisition of SD-Scicon by EDS and the acquisition of

Hoskyns by CGS, only 22% of the revenues shown in Exhibit V-58 originate

within UK-owned vendors. Overall the U.K. information services market is

dominated by U.S.-owned organisations which account for 53% of the rev-

enues shown, act's recent acquisition of BIS will restore some U.K. balance

in next year's rankings.

Of the four major European economies - Germany, France, the U.K. and Italy

- the U.K. has by far the highest penetration by foreign vendors.

U.K.-owned Reuters is Europe's largest electronic information services

vendor. It specialises in on-line financial and trading systems.

Hoskyns, part of the Paris-based Cap Gemini Sogeti group, is the market

leader in outsourced systems operations. The company pioneered this busi-

ness during the 1980s, and is now investing in a similar initiative in applica-

tions management. Though small, applications management is set to grow
rapidly. Hoskyns and other speciaHst vendors offer to take on full responsibil-

ity for on-going software maintenance, even when the software has been

developed in-house many years ago. Sometimes this means employing some
or all of the customer's staff.

AT&T Istel was formed out of the U.K. car manufacturer Rover Group as BL
Systems. The company had an on-going acquisition programme which in-

creased its overall presence in France and Germany, but it had to slim down
again in 1992 as revenues fell short of expectations.

EDS-Scicon is now a reputable growing company after a period of uncertainty

when it was bought by EDS.

Equipment services are shown as two separate lists - equipment maintenance

vendors and environmental services vendors. The Exhibit V-68 shows the

leaders in the total information services market in the U.K..
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EXHIBIT V-58

Leading Vendors, Professional Services United

Kingdom, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (PS Millions) (Percent)

1 Anaersen uonsuitiny 1 1 QU.O.

2 IBM U.S. 105 5.4

O uigiiai 1 1 cU.O. /U O.D

4 Coopers & Lybrand U.S. 65 3.4
c iviioyo 1 1 K O. 1

6 Logica U.K. 55 2.8

7 Sema Group France 50 2.6

8 Hoskyns{CGS) U.K.(F) 50 2.6

9 Price Waterhouse U.S. 50 2.6

10 ICL (Fujitsu) U.K. (Japan) 50 2.6

Total Listed 675 34.8

Total Market 1,940 100.0

EXHIBIT V-59

Leading Vendors, Systems Integration United Kingdom
1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (PS Millions) (Percent)

1 IBM U.S. 75 11.6

2 Andersen Consulting U.S. 70 10.9

3 ICL (Fujitsu) U.K. (Japan) 65 10.1

4 Bull France 55 8.5

5 BT U.K. 50 7.8

6 Digital U.S. 45 7.0

7 EDS-Scicon U.S. 40 6.2

8 Hoskyns (COS) U.K.(F) 35 5.4

9 Sema Group France 35 5.4

10 Logica U.K. 30 4.7

Total Listed 500 77.5

Total Market 645 100.0
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EXHIBIT V-60

Leading Vendors, Systems Operations United Kingdom
1992

CSurildlcU

ividrKei

oouniry ot nevenues onare
riariK venoor vjrigin ^ro Millions/ ^rerceni;

1 Hoskyns(CGS) U.K.(F) 70 14.7

2 AT&T U.S. 65 13.7

3 EDS-Scicon U.S. 45 9.5

4 Sema Group France 40 8.4

5 ICL (Fujitsu) U.K. (Japan) 40 8.4

6 Digital U.S. 30 6.3

7 Andersen Consulting U.S. 25 5.3

8 BIS U.S. 15 3.2

9 ITnet U.K. 15 3.2

10 Telecom Capita U.K. 15 3.2

Total Listed 360 75.8

Total Market 475 100.0

EXHIBIT V-61

Leading Vendors, Processing Services United Kingdom
1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (PS Millions) (Percent)

1 EDS-Scicon U.S. 35 7.1

2 Microgen U.K. 25 5.1

3 Centre-file U.K. 25 5.1

4 Data Sciences U.K. 20 4.0

5 GEIS U.S. 15 3.0

6 ADP U.S. 15 3.0

7 IBM U.S. 10 2.0

8 Granada U.K. 10 2.0

9 Compower U.K. 8 1.6

10 AT&T U.S. 7 1.4

Total Listed 170 34.3

Total Market 495 100.0
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EXHIBIT V-62

Leading Vendors, Network Application Services United

Kingdom, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (PS Millions) (Percent)

1 AT&T U.S. 35 19.4

2 BT U.K. 30 16.7

3 IBM U.S. 30 16.7

4 GEIS U.S. 14 7.8

5 ICL (Fujitsu) U.K. (Japan) 14 7.8

6 Compuserve U.K. 6 3.3

7 Sprint-Telenet U.K. 5 2.8

8 Digital U.S. 4 2.2

9 EDS-Scicon U.S. 4 2.2

10 Bull France 2 1.1

Total Listed 144 80.0

Total Market 180 100.0

EXHIBIT V-63

Leading Vendors, Electronic Information Services United

Kingdom, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (PS Millions) (Percent)

1 Reuters U.K. 185 35.6

2 Telerate U.S. 45 8.7

3 Citicorp U.S. 30 5.8

4 Extel U.K. 30 5.8

5 Dun & Bradstreet U.S. 25 4.8

6 ADP U.S. 20 3.8

7 Quick U.K. 14 2.7

8 Mead U.S. 12 2.3

9 Infolink Belgium 11 2.1

10 Infocheck U.K. 5 1.0

Total Listed 377 72.5

Total Market 520 100.0
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EXHIBIT V-64

Leading Vendors, System Software Products United

Kingdom, 1992

I— Olll 1 ICIICU

oecior MarKei
oouniry oi rvcvenues Choraonare

nariK venuor ^ro Millions; ^rercenij

1 IBM U.S. 310 28.2

2 ICL (Fujitsu) U.K. (Japan) 175 15.9

3 Digital U.S. 95 8.6

4 Microsoft U.S. 65 5.9

5 Oracle U.S. 60 5.5

6 Computer Associates U.S. 55 5.0

7 HP U.S. 30 2.7

8 Ask U.S. 30 2.7

9 Bull France 25 2.3

10 Borland U.S. 25 2.3

Total Listed 870 79.1

Total Market 1,100 100.0

EXHIBIT V-65

Leading Vendors, Application Software Products United

Kingdom, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (PS Millions) (Percent)

1 Microsoft U.S. 45 6.9

2 Computer Associates U.S. 40 6.2

3 ICL (Fujitsu) U.K. (Japan) 25 3.8

4 Peterborough U.K. 25 3.8

5 Lotus U.S. 20 3.1

6 BIS U.S. 20 3.1

7 P&P U.K. 20 3.1

8 IBM U.S. 20 3.1

9 AT&T U.S. 15 2.3

10 Kewill U.K. 15 2.3

Total Listed 245 37.7

Total Market 650 100.0
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EXHIBIT V-66

Leading Vendors, Turnkey Systems United Kingdom
1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (PS Millions) (Percent)

1 ICL (Fujitsu) U.K. (Japan) 85 6.6

2 McDonnell Douglas U.S. 55 4.3

3 Digital U.S. 45 3.5

4 Kalamazoo U.K. 30 2.3
c
0 intergrapn U.o. or*30
6 Misys U.K. 25 1.9

7 Reuters U.K. 25 1.9

8 IBM U.S. 20 1.6

9 Siemens-Nlxdorf Germany 20 1.6

10 ACT Group U.K. 15 1.2

Total Listed 350 27.1

Total Market 1,290 100.0

EXHIBIT V-67

Leading Vendors, Equipment Maintenance United

Kingdom, 1992

Estimated

Sector Mar1<et

Country of Revenues Share

Rank Vendor Origin (PS Millions) (Percent)

1 ICL (Fujitsu) U.K. (Japan) 275 17.2

2 IBM U.S. 210 13.1

3 Digital U.S. 165 10.3

4 HP U.S. 90 5.6

5 Granada U.K. 80 5.0

6 Bull France 60 3.8

7 Unisys U.S. 60 3.8

8 AT&T U.S. 55 3.4

9 Olivetti Italy 45 2.8

10 Wang U.S. 30 1.9

Total Listed 1.070 66.9

Total Market 1,600 100.0
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EXHIBIT V-68

Leading Vendors, Environmental Services United

Kingdom, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (PS Millions) (Percent)

1 ICL (Fujitsu) U.K. (Japan) 30 3.7

2Cm u s 25 3 1

3 IBM U.S. 20 2.5

4 \j% novo u s 20 2 5

5 HP U.S. 9 1.1

6 Prime U.S. 8 1.0

7 Wang U.S. 7 0.9

8 Siemens-Nixdorf Germany 6 0.7

9 Bull France 5 0.6

10 ACT Group U.K. 5 0.6

Total Listed 135 16.7

Total Market 810 100.0
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EXHIBIT V-69

Leading Vendors, Information Services United Kingdom
1992

FQtimatpH^oiii 1 idicvj

OcCIor Mdi Kcl

v^uui III y ui Rp\/pm IOC Ol Idi c
Rank V CI IVJUI Orinin\ji lyii 1 O IVIIIIIUI \0)

^Pprppnt\cit/Ci 11/

1
1 lOlvl u.o. 7 ft

p i_i.r\. ^odpdiiy 740 74
O ninitalL/iyildl U.O.
A Dpi itprc 11 K 94n 2 4

5J AnHpr^pn rinriQi iltinn u s 220 2 2

D u.r\. \r) 220 2 2
7 ATATMl 0( 1

1 1 Qu.o. O O

no FDR-fVimn IJ S IRO 1 fl

Q Ocllld OlOUp ridl ICc 1 7

1 u MP 1 1 9U.O. 1*^0IQU 1
1 .9

1

1

1 1
Olivptti Italviidiy 140 1 41 .*T

12 1 Ini^v^iioyo u s 140 1 4

lO Riill ridi iK^KS 120 1 2
1

14 IVIULyUI II ICII LyUU^IdO u.o. 110
1 1 u 1 1

1 .

1

1*^ f^nmni itpr AccA^iatPCvyUI 1 I|JUICI /AOoVJOIdlCO u.o. 110
1 1 \j 1 1

1 .

1

16 Lonifia U K 110 1.1

IVI lOI UDU'l I u.o. 110
1 1 \j 1 1

1R APTr^rni in 1 1 K 10*1 1 1

1Q yji di idud 1 i K\j.r\. 00 0 Q

20 Oracle U.S. 75 0.8

21 Siemens-Nixdorf Germany 70 0.7

22 Wang U.S. 55 0.6

23 Prime U.S. 55 0.6

24 Dun & Bradstreet U.S. 45 0.5

25 Telerate U.S. 45 0.5

26 Intergraph U.S. 45 0.5

27 Amdahl U.S. 45 0.5

28 Rank Xerox U.K. 45 0.5

29 GEIS U.S. 45 0.5

30 Sun Microsystems U.S. 35 0.4

Total Listed 4,975 49.8

Total Market 10,000 100.0
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P
Italy - Market Commentary

1. Introduction

Although the Italian economy is considered to be the third largest in Europe
its information services market is only the fourth largest after France, Ger-

many and the United Kingdom. Thus, the Italian information services busi-

ness is still only about 60% as big as that of the United Kingdom and less than

half as big as that of France, the largest single country market in Europe.

To date, with perhaps the exception of Olivetti, Italian information services

firms have made little impact outside of their home market. Although Finsiel,

the largest vendor, ranks in revenue as one of the top five independent infor-

mation services firms in Europe, it obtains over 95% of its business from
within Italy.

2. Economic Environment

Italy's population was 58 million in 1991 and the labour force 21 million

(36% female). GDP in 1992 at current prices and current exchange rates is

estimated by OECD at US$ 1,224 billion, about 16% of OECD European

members' total GDP.

The 1980' s saw a dynamic expansion of the economy based on high levels of

investment, and the flexibility and drive of small and medium companies

which are a more important constituent of the Italian scene than that of most

industrialised countries.

The Italian economy notable for the high involvement of the State. Govern-

ment oudays accounted for 53% of GDP in 1990, compared with the EC 49%
average. State controlled enterprises accounted for 25% of total output. In

the late 1980s it was estimated that 40% of industry was publicly owned. The

three State holding companies had stakes in almost 1,000 companies and

controlled 500 of them. In addition there are public utilities like the railways

and electricity.

The industry sector analysis for the Italian information services business is

shown in Exhibit V-70.
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EXHIBIT V-70

Software and Services Industry Analysis, Italy, 1993

MarKei MarKei oize rGfcent

bector (Lira Millions) Of Total

1 otai iniormation oervices lO.UUU 100

inausiry oeciors / ,you 00
uiscreie ManuTaciunng i IOC Q0
riocess MariuTdcturIlly DOU A

1 Idl IbpOridllOi 1 *fOO

1 ItilitiacUllilll6S c.

i 6i6COiTirnunicaiioris

riciaii uisiriDUiion

Wholesale Distribution 295 2
Banking & Finance 1.280 9
It IbUi al tut/ *f/O 0

*K>0 00
CUUCallOn 1 on

1

LULrCll dUVciillllcjIlt A**

uenirai oovernmeni yuo 0
DUoil Icoo OclVIOco 1 1 u 00
Othor InHi ictriocWlllci IIIUUollIco o^u 0

Cross-Industry Sectors Total 875 6
Accounting 205 1

cuucaiion & i raining oU < 1

CI lyii icciii ly o( ooiciiiiiio DU < 1

1—li im^an Docoi iroQo l*40 1

wi 1 iL>c oyold 1 lo 1

Planning & Analysis 175 1

Other Cross-Industry 75 1

Cross-Industry Sectors Total 875 6

Generic Sectors Total 6,125 41

Equipment Services 3,500 23

System Software Products 2,300 15

Utility and Other Processing 125 1

Other Electronic Info Services 200 1

External trade is less significant than elsewhere in the Community. Italian

exports and imports together accounted for 20% of GDP in 1990 as opposed

to the EC average of 29%. And the economy of the South is markedly differ-

ent from that of the industrialised North. Southern GDP per head is only 56%
that of the North.

Growth rate was down in 1992 to 0.9% (1.3% in 1991), and so was inflation at

5.4% (6.5% in 1991). The current account deficit worsened again to 2.2% of

GDP. The huge fiscal deficit increased although the government addressed

the problem with a package of measures.
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A devaluation of the Lira took place in the currency crisis of September 1992,

which affected the Pound and the Peseta. The Lira weakened over the year,

by 3.43% in relation to the U.S. Dollar, against which the German Mark and

French Frank appreciated by more than 10%.

Forecasts include stagnation in 1993, but a growth rate of 1.7% in 1994, as the

economies of trading partners recover, slighdy declining inflation (4.5% in

1993) which will remain above the OECD average, persistent current account

deficits and above average unemployment rates.

3. Software and Services Industry

The Italian information services industry, following strong growth (around

30% per annum) throughout the 1980s is expected to only show 3% annual

growth between 1992 and 1993. The market size in 1993 is estimated at Lira

15 trillion ($11 billion or ECU 9 billion) growing at 6% to Lira 20.5 trillion

($15 billion or ECU 12 billion) in 1998.

The Italian Govemment initiated investment programmes in the past to sup-

port Olivetti research and development initiatives. But it has not used public

sector procurement as an instrument to support the information technology

industry. Although the public sector is the largest customer of the computer

industry, its expenditure on computers has grown less rapidly than that of the

commercial market.

The market forecast is shown in Exhibit V-71 which provides INPUT'S
market forecast through to 1998 for all nine information services delivery

modes. Thus, demand for computer software and services, once largely

unaffected by macroeconomic and general investment trends, has now reached

a size and level of penetration that subjects it strongly to these influences.
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EXHIBIT V-71

Software and Services Market, Italy, 1 993-1 998

Lira Billions

1992 1993 1994

93-98

CAGR(%) 1998

r roTessionai oervices 3,540 3,460 3,440 3 4,100

Systems Integration 445 515 585 17 1,130

Systems Operations 300 350 410 18 815

1,180
H A OCT
1 ,185 1,210

A4 1,420

Mptwnrk ^prvippQl>iC«lVWI i\ Owl VIOCo 38 50 65 28 175

Qwctpmoyoici 1

1

Software Products 2,150 2,300 2,450 6 3,050

Application

Software Products 1,760 1,940 2,170 13 3,590

Turnkey Systems 1,050 1,050 1,090 8 1,540

Equipment Services 3,440 3,500 3,570 1 3,700

Total (rounded) 14,500 15,000 15,500 6 20,500

Total (excluding

Equipment Sen/ices) 11,000 1 1 ,450 12,100 8 17,000

Exhibit V-72 onward provide the market analysis and forecasts for each

individual services delivery mode and their sub-sectors. As is being experi-

enced in the rest of Europe the areas of systems integration, systems opera-

tions and network services (specifically network applications services) are

offering the highest level growth opportunities.

In comparison with the whole of Europe, the Itahan market is particularly

strong in both software products sectors, despite a reputation within Italy of

software product copying being a widely accepted practice.

Professional services is another delivery mode which represents a larger share

of the overall information services market in Italy than in the whole of Eu-

rope. Couespondingly, the turnkey systems sector is proportionally lower in

Italy, only 9% of the market, compared to a European average of 16%. The

Italian users want an individual solution, albeit based upon a standard applica-

tion package, to meet system needs.

lEU-MMF Copyright 1993 by INPUT. Reproduction Prohibited. V-51



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

EXHIBIT V-72

Professional Services Market, Italy

Lira Billions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 455 500 525 11 840

Education & Training 240 250 250 6 340

Software Development 2,830 2,680 2,630 1 2,840

Application Management 20 27 32 24 80

Total (rounded) 3,540 3,460 3,440 3 4,100

EXHIBIT V-73

Systems Integration Market, Italy

Lira Billions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 120 140 155 11 235

Application

Software Products 80 95 125 33 400

System
Software Products 30 40 45 15 80

Professional Services 205 230 245 11 380

Other Services 10 10 13 29 36

Total (rounded) 445 515 585 17 1,130

EXHIBIT V-74

Systems Operations Market, Italy

Lira Billions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 130 150 160 16 320

Application Operations 160 190 230 19 450

Desktop Services 12 15 19 25 46

Total (rounded) 300 350 410 18 815
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EXHIBIT V-75

Processing Services Market, Italy

Lira Billions

Subsector 1992 1993 1994

93-98

CAGR{%) 1998

Transaction Processing 1,060 1,060 1,075 3 1,245

Utility Processing 15 15 15 0 15

Other Processing 105 110 120 8 160

Total (rounded) 1,180 1,185 1,210 4 1,420

EXHIBIT V-76

Network Services Market, Italy

Lira Billions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 380 400 420 5 520

Network Applications 162 200 255 28 675

Network Management 38 50 65 28 175

Total (rounded) 580 650 740 16 1,370

EXHIBIT V-77

System Software Products Market, Italy

Lira Billions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 870 905 900 -6 635

Minicomputer 720 755 800 7 1,035

Workstation and PC 560 640 750 17 1,380

Total (rounded) 2,150 2,300 2,450 6 3,050
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EXHIBIT V-78

Application Software Products Market, Italy

Lira Billions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 165 155 146 -4 120

Minicomputer 515 535 574 6 730

Workstation and PC 1,080 1,250 1,450 17 2,740

Total (rounded) 1,760 1,940 2,170 13 3,590

EXHIBIT V-79

Turnkey Systems Market, Italy

Lira Billions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 525 535 555 4 665

Application

Software Products 255 250 255 11 425

System
Software Products 12 12 13 7 17

Professional Services 265 260 270 11 440

Total (rounded) 1,050 1,050 1,090 8 1,540

EXHIBIT V-80

Equipment Services Market, Italy

Lira Billions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 2,340 2,350 2,360 -1 2,130

Environmental Services 1,100 1,150 1,210 6 1,570

Total (rounded) 3,440 3,500 3,570 1 3,700
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4. Competitive Environment

Exhibit V-81 lists the leading thirty organisations active in the Italian software

and services market. This exhibit demonstrates the high representation of

indigenous vendors with the following exceptions:

• The U.S. owned companies, primarily the computer system vendors, are

strongly represented reflecting their dominance of the systems markets.

• Similarly the software and services businesses of two other European owned
equipment vendors, Bull and Siemens-Nixdorf, are also represented.

Leading Vendors, Software and Services Italy, 1992

Estimated

Sector Market

Country of Revenues* Share
Rank Vendor Origin (Lira Billions) (Percent)

1 Finsiel Italy 1,170 10.6

2 IBM U.S. 1,010 9.2

3 Olivetti Italy 510 4.6

4 Cerved Italy 280 2.5

5 Digital U.S. 270 2.5

• 6 Database Informatica Italy 200 1.8

7 Microsoft U.S. 190 1.7

8 Bull 1 1 ul IwO 1701 / \J 1 51

9 Reuters U.K. 165 1.5

1 4

11 Cap Gemini Sogeti France 140 1.3

1^ OOiTipUIcr ASSOCIdlcS 1 1 Qu.o. 1 0
\ .c.

13 Enidata Italy 130 1.2

14 Andersen Consulting U.S. 122 1.1

15 Datamat Italy 110 1.0

16 S & M Group Italy 110 1.0

17 Engineering Italy 96 0.9

18 Lombardia Informatica Italy 73 0.7

19 Syntax [Olivetti] Italy 72 0.7

20 UP Italy 70 0.6

21 Sopin Italy 60 0.5

22 Unisys U.S. 59 0.5

23 CDS Italy 55 0.5

24 Sicit Italy 55 0.5

25 Datitalia Processing Italy 50 0.5

26 Logica U.K. 50 0.5

27 Lotus U.S. 47 0.4

28 HP U.S. 46 0.4

29 GEIS U.S. 43 0.4

30 Novell U.S. 41 0.4

Total Listed 5,679 51.6

Total Market 11,000 100.0

* Software and services excludes equipment services
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Finsiel was the leading information services vendor with Italian non-captive

revenues of well over one billion in 1992. The largest domestic Italian ven-

dor, majority state ownership of the company was changed around in 1993 to

put it under the control of the state-owned telphone company STET. Finsiel

controlled some 11% of the overall Italian market, and specialises in process-

ing services and customised software development. Over 50% of its total

revenues come from government clients, and it is trying to diversify into more
commercial sectors.

Olivetti, the Italian equipment vendor specialising in PCs and minicomputers,

was the third largest information services vendor in 1992 with revenues of

nearly half a billion lira. Despite falling revenues and losses in the parent

group, software and services grew, largely through its subsidiary, Olivetti

Information Systems (OIS).

Exhibits V-82 onward list the leading vendors in each of the separately de-

fined delivery modes including separate vendor analyses within the network

services area for electronic information services and network application

services.

EXHIBIT V-82

Leading Vendors, Professional Services Italy, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (Lira Billions) (Percent)

1 Finsiel Italy 655 18.5

2 IBM U.S. 210 5.9

3 Olivetti Italy 200 5.6

4 Cerved Italy 170 4.8

5 Database Informatica Italy 160 4.5

6 Andersen Consulting U.S. 115 3.2

7 Cap Gemini Sogeti France 95 2.7

8 Datamat Italy 75 2.1

9 Engineering Italy 75 2.1

10 Digital U.S. 70 2.0

Total Listed 1,825 51.6

Total Market 3,540 100.0
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Leading Vendors, Systems Integration Italy, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (Lira Billions) (Percent)

1 IBM U.S. 65 14.6
o AM lUc^i ot;i 1 v^UI loUIUI ly u.o. lO.O

3 Finsiel Italy 60 13.5

iidiy 1 U. 1

5 Digital U.S. 35 7.9

6 Bull France 30 67
7 Cap Gemini Sogeti France 25 5.6

8 Logica U.K. 15 3.4

9 EDS U.S. 15 3.4

10 Siemens-Nixdorf Germany 10 2.2

Total Listed 360 80.9

Total Market 445 100.0

Leading Vendors, Systems Operations Italy, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (Lira Billions) (Percent)

1 Finsiel Italy 140 46.7

2 Olivetti Italy 25 8.3

3 CDS Italy 20 6.7

4 Bull France 15 5.0

5 S & M Group Italy 10 3.3

6 Sarin Italy 7 2.3

7 GEIS U.S. 6 2.0

8 Digital U.S. 5 1.7

9 IBM U.S. 5 1.7

10 Datitalia Processing Italy 5 1.7

Total Listed 238 79.3

Total Market 300 100.0
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EXHIBIT V-85

Leading Vendors, Processing Services Italy, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (Lira Billions) (Percent)

1 Finsiel Italy 245 20.8

2 Lombardia Informatica Italy 55 4.7

3 Sopin Italy 45 3.8

4 Enidata Italy
OA30 2.5

5 Olivetti Italy 25 2.1

6 Sarin Italv 25 2.1

7 Cedacrinord Italy 20 17
8 IBM U.S. 20 1.7

9 Cerved Italy 15 1.3

10 GEIS U.S. 15 1.3

Total Listed 495 41.9

Total Market 1,180 100.0

EXHIBIT V-86

Leading Vendors, Network Application Services Italy

1992

Estimated

Sector Market

Country of Revenues Sfiare

Rank Vendor Origin (Lira Billions) (Percent)

1 Database Informatica Italy 30 18.5

2 GEIS U.S. 20 12.3

3 IBM U.S. 15 9.3

4 Infonet Belgium 12 7.4

5 Finsiel Italy 12 7.4

6 Olivetti Italy 10 6.2

7 INTESA Italy 8 4.9

8 Bull France 8 4.9

9 Digital U.S. 6 3.7

10 Engineering Italy 6 3.7

Total Listed 127 78.4

Total Market 162 100.0
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Leading Vendors, Electronic Information Services Italy

1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Oriain (Lira Billions) (Percent)

1 Reuters U.K. 125 32.9

2 Cerved Italy 40 10.5

3 Telerate U.S. 30 7.9

4 Stet Italy 25 6.6

5 Dun & Bradstreet U.S. 15 3.9

6 Citicorp U.S. 15 3.9

7 INTESA Italy 10 2.6

8 Datitalia Processing Italy 5 1.3

9 Mead U.S. 5 1.3

10 Extel U.K. 2 0.5

Total Listed • 272 71.6

Total Market 380 100.0

Leading Vendors, System Software Products Italy, 1992

Estimated

Sector Mar1<et

Country of Revenues Share

Rank Vendor Origin (Lira Billions) (Percent)

1 IBM U.S. 620 28.8

2 Microsoft U.S. 110 5.1

3 Digital U.S. 100 4.7

4 Bull France 80 3.7

5 Computer Associates U.S. 65 3.0

6 Olivetti Italy 50 2.3

7 Siemens-Nixdorf Germany 45 2.1

8 Novell U.S. 40 1.9

9 Borland U.S. 30 1.4

10 HP U.S. 25 1.2

Total Listed 1,165 54.2

Total Market 2,150 100.0
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EXHIBIT V-89

Leading Vendors, Application Software Products Italy

1992

CblllllalcU

IVI Cll rxw I

Countrv of Share
Rank VpnHnr Orinin (\ iff) Rillinn^^

1 Microsoft U.S. 75 4.3

2 Olivetti Italy 65 3.7

3 Computer Associates U.S. 45 2.6

4 Finsiel Italy 45 2.6

5 Lotus U.S. 45 2.6

6 IBM U.S. 35 2.0

7 WordPerfect U.S. 35 2.0

8 S & M Group Italy 25 1.4

9 UP Italy 15 0.9

10 Formula Gruppo Italy 10 0.6

Total Listed 395 22.4

Total Market 1,760 100.0

EXHIBIT V-90

Leading Vendors, Turnkey Systems Italy, 1 992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (Lira Billions) (Percent)

1 Olivetti Italy 90 8.6

2 Siemens-Nixdorf Germany 85 8.1

3 Cerved Italy 50 4.8

4 Digital U.S. 45 4.3

5 IBM U.S. 40 3.8

6 Sicit Italy 35 3.3

7 Editrice Italy 25 2.4

8 Enidata Italy 20 1.9

9 Intergraph Netherlands 20 1.9

10 Reuters U.K. 15 1.4

Total Listed 425 40.5

Total Market 1,050 100.0
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EXHIBIT V-91

Leading Vendors, Equipment Maintenance Italy, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (Lira Billions) (Percent)

1 IBM U.S. 620 26.5

c OlivpttiWllVdll iidiy

3 Bull France 170 7.3

4 Digital U.S. 155 6.6

5 Siemens-Nixdorf Germany 80 3.4

6 HP U.S. 75 3.2

7 Unisys U.S. 55 2.4

8 AT&T (NCR) U.S. 40 1.7

9 Memorex U.S. 20 0.9

10 Prime U.S. 20 0.9

Total Listed 1,705 72.9

Total Market 2,350 100.0

EXHIBIT V-92

Leading Vendors, Environmental Services Italy, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (Lira Billions) (Percent)

1 IBM U.S. 70 6.4

2 Digital U.S. 35 3.2

3 Olivetti Italy 25 2.3

4 Bull France 20 1.8

5 Unisys U.S. 10 0.9

6 HP U.S. 8 0.7

7 Siemens-Nixdorf Germany 5 0.5

8 Wang U.S. 3 0.3

9 AT&T (NCR) U.S. 3 0.3

10 Rank Xerox U.K. 2 0.2

Total Listed 181 16.5

Total Market 1,100 100.0
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EXHIBIT V-93

Leading Vendors, Information Services Italy, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (Lira Billions) (Percent)

1 IBM U.S. 1,770 11.8

2 Finsiel Italy 1,180 7.9

3 Olivetti Italy 1,000 6.7

4 Digital U.S. 480 3.2

5 Bull France 360 2.4

6 Siemens-Nixdorf Germany 240 1.6

7 Andersen Consulting U.S. 210 1.4

8 Microsoft U.S. 190 1.3

9 Reuters U.K. 160 1.1

10 Computer Associates U.S. 130 0.9

11 HP U.S. 130 0.9

12 Cap Gemini Sogeti France 120 0.8

13 Unisys U.S. 120 0.8

14 AT&T(NCR) U.S. 60 0.4

15 Logica U.K. 50 0.3

16 Lotus U.S. 50 0.3

17 Novell U.S. 40 0.3

18 ICL U.K. 40 0.3

19 GEIS U.S. 40 0.3

20 Prime U.S. 40 0.3

21 Wang • U.S. 40 0.3

tLc. tUo 1 1 cU.O. ou
23 WordPerfect U.S. 30 0.2

oun U.O. oU yj.d.

25 Telerate U.S. 30 0.2

PR LyUII ex LJlCtUOllCCl OVJ

27 Borland U.S. 30 0.2

28 Rank Xerox U.K. 30 0.2

29 Sligos France 20 0.1

30 Memorex U.S. 20 0.1

Total Listed 6,700 44.7

Total Market 15,000 100.0
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E
Sweden - Market Commentary

1. Introduction

Sweden's population was 8.64 million in 1991. Its GDP per head at US$
27,000 is one of the highest in the OECD. GDP in 1992 at current prices and

current exchange rates is estimated by OECD at US$ 246 billion, about 3% of

OECD European members' total GDP.

It is a member of the European Free Trade Association (EFTA) and will

therefore be part of the EEA (European Economic Area) when this is inaugu-

rated, probably in 1994. Under this, restrictions on trade and the movement of

capital between EC and EFTA countries will be largely removed.

Subject to a referendum to be held in 1994, Sweden may become a full EC
member in 1995. The move logically follows the increased importance of the

EC as a trading partner. The proportion of exports going to Community
countries reached 53% of total in 1992, from an average of 44% in the 1980s.

Sweden is the fifth largest software and services market in Europe, estimated

at SEK 25.9 billion ($4.2 billion) in 1992.

2. Economic Environment

GDP decline in 1992 was at the same rate (-1.7%) as in 1991. However, the

high inflation rate of 1991 (9.3%) was replaced by a figure (2.2%) below the

OECD average. The current account deficit worsened to about 4% of GDP.
The Swedish Kroner was devalued during the year. Unemployment moved up

three percentage points to 8%.

World trading conditions account for some of Sweden's current difficulties.

But fundamental internal changes are also important factors, notably the

transition from high wages, outstanding welfare benefits and the shift to a big

government sector to a leaner, more competitive productive economy.

Forecasts include further recession in 1993, below average growth in 1994,

inflation rates first increasing then declining to 3.5% in 1994 (close to OECD
average) and unemployment increasing in 1993 and 1994. Even after a

decline in 1995, unemployment will remain at levels much greater than those

of the 1980s.

3. Software and Services Industry

INPUT forecasts that the Swedish market for software and services will be

over SEK 28 billion ($4.6 billion or ECU 3.5 billion) in 1993, growing at an

average 7% per annum to over SEK 40 billion ($6.5 billion, ECU 5.1 billion)

by 1998.
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Exhibit V-94 provides a detailed forecast by INPUT delivery mode in local

currency. Professional services forms the largest sector of the Swedish soft-

ware and services market accounting for over 36% of the total in 1992. This

factor indicates the strength of the professional services market in Sweden
when compared with the overall European average figure for professional

services market share of 23%.

EXHIBIT V-94

Software and Services Market, Sweden, 1993-1998

SK Millions

oUDSGClOr 1992 1993 1994
93-98

CAGR(%) 1998

r roTessionai oervices 9,400 10,000 10,700 6 13,400

Systems Integration 550 630 770 22 1,700

oyblcll lb \J[J\sl al\U\ lb 370 740 870 16 1,560

Processing Services 2,755 2,850 2,830 0 2,710

Network Services 45 60 80 30 220

System
Software Products 2,270 2,430 2,590 6 3,220

Application

Software Products 1,970 2,300 2,620 13 4,330

Turnkey Systems 2,450 2,650 2,900 9 4,150

Equipment Services 5,400 5,800 6,100 3 6,750

Total (rounded) 25,900 28,300 30,500 7 40,100

Total (excluding

Equipment Services) 20,500 22,500 24,400 8 33,400

Software development services comprise the largest portion of the Swedish

professional services market, accounting for about 82% of total user expendi-

ture for professional services. The primary growth opportunities in the Swed-
ish market lie in the areas of applications solutions, especially systems inte-

gration, software products, workstation and PC applications, and network

applications.

Detailed local currency forecasts for the components making up each delivery

mode are shown in Exhibit V-95 onward for Sweden for the period 1993 to

1998.
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EXHIBIT V-95

Professional Services Market, Sweden

SK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 990 1,090 1,200 9 1,700

Education & Training 640 680 730 7 940

Software Development 7,750 8,200 8,700 5 10,650

Application Management 35 45 60 27 150

Total (rounded) 9,400 10,000 10,700 6 13,400

EXHIBIT V-96

Systems Integration Market, Sweden

SK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 150 170 200 16 360

Application

Software Products 100 115 165 40 610

System
Software Products 45 50 60 20 125

Professional Services 245 280 330 15 560

Other Services 10 15 19 27 49

Total (rounded) 550 630 770 22 1,700

EXHIBIT V-97

Systems Operations Market, Sweden

SK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 240 280 325 15 565

Application Operations 80 400 470 16 840

Desktop Services 50 60 75 21 155

Total (rounded) 370 740 870 16 1,560
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EXHIBIT V-98

Processing Services Marl<et, Sweden

SK Millions

1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 2,500 2,580 2,550 0 2,400

Utility Processing 53 54 53 -1 48

Other Processing 200 215 225 4 260

Total (rounded) 2,755 2,850 2,830 0 2,710

EXHIBIT V-99

Network Services Market, Sweden

SK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 470 510 555 7 705

Network Applications 265 350 470 31 1,360

Network Management 45 60 80 30 220

Total (rounded) 780 920 1,110 20 2,290

EXHIBIT V-1 00

System Software Products Market, Sweden

SK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 1,200 1,220 1,240 0 1,220

Minicomputer 600 655 705 7 905

Workstation and PC 470 550 640 15 1,090

Total (rounded) 2,270 2,430 2,590 6 3,220
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EXHIBIT V-1 01

Application Software Products Market, Sweden

SK Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Mainframe 180 185 180 -1 165

Minicomputer 540 605 660 8 885

Workstation and PC 1,250 1,510 1,780 17 3,280

Total (rounded) 1,970 2,300 2,620 13 4,330

EXHIBIT V-1 02

Turnkey Systems Market, Sweden

SK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 1200 1270 1320 4 1580

Application

Software Products 460 530 600 13 995

System
Software Products 160 170 180 6 225

Professional Services 620 700 800 14 1,350

Total (rounded) 2,450 2,650 2,900 9 4,150

EXHIBIT V-1 03

Equipment Services Market, Sweden

SK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 3,550 3,700 3,810 1 3,850

Environmental Services 1,860 2,080 2,290 7 2,880

Total (rounded) 5,400 5,800 6,100 3 6,750
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4. Competitive Environment

Exhibit V-104 lists the ten leading software and services vendors in the

Swedish market during 1992. This listing is compiled using only the software

and services revenues attributable to the domestic market within Sweden,
excluding exports and excluding revenues from within any parent group

companies or subsidiaries.

IBM has gained the leading place in the Swedish market, pushing Cap
Programmator, an indigenous company into second place for the first time in

INPUT'S rankings.

Of the leading ten software and services vendors in Sweden, six are indig-

enous companies.

In a move to counter reducing revenue and margins from equipment sales,

IBM is vigorously pursuing additional business in software and services.

During 1991 and 1992, IBM consolidated operations on the Scandinavian

market by reorganising these operations to report into a central office in the

region. Further, IBM has been particularly successful in establishing a Euro-

pean-wide systems integration business represented by their 20% share of the

Swedish SI market.

EXHIBIT V-104

Leading Vendors, Software and Services Sweden, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (SK Millions) (Percent)

1 IBM U.S. 1,470 7.2

2 Cap Programmator [CGSl France 1,190 5.8

3 Sapia Sweden 1,050 5.1

4 Apiron Sweden 705 3.4

5 SKD Foretagen Sweden 705 3.4

6 WM Data Nordic Sweden 585 2.9

7 Digital U.S. 460 2.2

8 Enator Sweden 410 2.0

9 Lantbruksdata Sweden 320 1.6

10 Reuters U.K. 250 1.2

Total Listed 7,145 34.9

Total Market 20,500 100.0
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In 1992 Cap Gemini Sogeti acquired a controlling interest in Programator and

merged its own Swedish operations into Cap Programmator. In 1991

Programator had itself acquired share holdings in eight additional companies,

three of which were in Sweden. The company has operations in six European

country markets including Sweden. The largest IT revenue contribution

however (over 85%) is derived from the Swedish market. In 1991 and 1992

the overall revenues of Programator reduced, primarily as a consequence of

the company divesting itself of non-strategic units.

The third largest software and services vendor in Sweden is Sapia AB. The
key software and services activities of this company are in the areas of data

processing services, consultancy and turnkey systems.

The leading ten software and services vendors have between them about a

35% share of the total software and services market.

EXHIBIT V-1 05

Leading Vendors, Professional Services Sweden, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (SK Millions) (Percent)

1 Cap Programmator [CGS] France 880 9.4

2 Apiron Sweden 400 4.3

3 Enator Sweden 310 3.3

4 IBM U.S. 295 3.1

5 WM Data Nordic Sweden 265 2.8

6 Sapia Sweden 255 2.7

7 Communicator AB Sweden 170 1.8

8 IBS Sweden 165 1.8

9 SKD Foretagen Sweden 135 1.4

10 Digital U.S. 130 1.4

Total Listed 3.005 32.0

Total Market 9,400 100.0
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EXHIBIT V-1 06

Leading Vendors, Systems Integration Sweden, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (SK Millions) (Percent)

1 Cap Programmator [CGS] France 130 23.6
IRM pn n

3 Apiron Sweden 45 8.2
A OWCvJCI 1 '-r\) 7 '\

5 EDS U.S. 40 7.3

Frip^^nn 35 6 4

7 ICL (Fujitsu) U.K. 25 4.5

8 Digital U.S. 20 3.6

9 Bull France 15 2.7

10 Sapia Sweden 15 2.7

Total Listed 475 86.4

Total Market 550 100.0

EXHIBIT V-1 07

Leading Vendors, Systems Operations Sweden, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (SK Millions) (Percent)

1 Enator Sweden 40 10.8

2 Cap Programmator [CGS] France 40 10.8

3 EDS U.S. 40 10.8

4 IBM U.S. 15 4.1

5 Digital U.S. 14 3.8

6 Sapia Sweden 10 2.7

7 SKD Foretagen Sweden 10 2.7

8 Tietotehdas Finland 7 1.9

9 GEIS U.S. 7 1.9

10 Conor Information Sweden 5 1.4

Total Listed 188 50.8

Total Market 370 100.0
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EXHIBIT V-1 08

Leading Vendors, Processing Services Sweden, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (SK Millions) (Percent)

1 SKD Foretagen Sweden 560 20.3

2 Swpdpn 340 12 3

3 Apiron Sweden 150 5.4

4 WM Data Nordir Swpdpn 140 5 1

5 Conor Information Sweden 135 4.9

6 Lantbruksdata Sweden 125 4.5

7 CRSDatacraft Sweden 65 2.4

8 Datema Sweden 65 2.4

9 Tietotehdas Finland 50 1.8

10 IBM U.S. 30 1.1

Total Listed 1,660 60.3

Total Market 2,755 100.0

EXHIBIT V-1 09

Leading Vendors, Networl< Application Services Sweden
1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (SK Millions) (Percent)

1 Lantbruksdata Sweden 90 34.0

2 Infonet Belgium 80 30.2

3 Datema Sweden 45 17.0

4 IBM U.S. 35 13.2

5 GEIS U.S. 20 7.5

6 Apiron Sweden 20 7.5

7 Digital U.S. 12 4.5

8 Affarsdata Sweden 10 3.8

9 WM Data Nordic Sweden 10 3.8

10 ICL (Fujitsu) U.K. 8 3.0

Total Listed 330 124.5

Total Market 265 100.0
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EXHIBIT V-110

Leading Vendors, System Software Products Sweden
1992

tsiimaiea

uouniry oi rievenues onare
ndl \i\ V Giiuor wriylil ^Or\ Millions^

1 IBM U.S. 875 38.5

2 Digital U.S. 185 8.1

3 Oracle U.S. 130 5.7

4 Microsoft U.S. 125 5.5

5 ICL (Fujitsu) U.K. 95 4.2

6 Ask U.S. 65 2.9

7 Unisys U.S. 65 2.9

8 Lantbruksdata Sweden 60 2.6

9 Cap Programmator [CGS] France 50 2.2

10 Siemens-Nixdorf Germany 45 2.0

Total Listed 1,695 74.7

Total Market 2,270 100.0

EXHIBIT V-1 11

Leading Vendors, Application Software Products

Sweden, 1992

Estimated

Sector Market
Country of Revenues Sfiare

Rank Vendor Origin (SK Millions) (Percent)

1 WM Data Nordic Sweden 110 5.6

2 Microsoft U.S. 85 4.3

3 Datema Sweden 55 2.8

4 IBM U.S. 50 2.5

5 Lotus U.S. 45 2.3

6 WordPerfect U.S. 40 2.0

7 Cap Programmator [CGS] France 40 2.0

8 IBS Sweden 35 1.8

9 Maldata Sweden 35 1.8

10 Apiron Sweden 30 1.5

Total Listed 525 26.6

Total Market 1,970 100.0
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EXHIBIT V-11

2

Leading Vendors, Turnkey Systems Sweden, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (SK Millions) (Percent)

1 Sapia Sweden 430 17.6

industii-Matematik Sweden 170 6.9

3 Maldata Sweden 110 4.5

4 IntprnranhII llwl ^1 CIL^I 1 U S 1 \J\J 4 1*T. 1

5 Digital U.S. 85 3.5

6 Siemens-Nixdorf Germany 80 3.3

7 IBM U.S. 60 2.4

8 Cap Programmator [CGS] France 50 2.0

9 Apiron Sweden 50 2.0

10 ICL (Fujitsu) U.K. 45 1.8

Total Listed 1,180 48.2

Total Market 2,450 100.0

EXHIBIT V-1 13

Leading Vendors, Equipment Maintenance Sweden, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (SK Millions) (Percent)

1 IBM U.S. 745 21.0

2 ICL (Fujitsu) U.K. 625 17.6

3 Digital U.S. 325 9.2

4 Unisys U.S. 150 4.2

5 Siemens-Nixdorf Germany 125 3.5

6 ComputerVision U.S. 85 2.4

7 Bull France 80 2.3

8 HP U.S. 75 2.1

9 AT&T U.S. 65 1.8

10 Wang U.S. 60 1.7

Total Listed 2,335 65.8

Total Market 3,550 100.0
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EXHIBIT V-114

Leading Vendors, Environmental Services Sweden, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (SK Millions) (Percent)

1 IBM U.S. 50 2.7

2 Digital U.S. 35 1.9

3 ICL (Fujitsu) U.K. 30 1.6

4 Unisys U.S. 25 1.3

5 Siemens-Nixdorf Germany 20 1.1
cD uompuiervision 1 i Q 101^ U.O

7 Wang U.S. 9 0.5

8 HP U.S. 8 0.4

9 AT&T U.S. 4 0.2

10 Rank Xerox U.K. 3 0.2

Total Listed 196 10.5

Total Market 1,860 100.0
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Leading Vendors, Information Services Sweden, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (SK Millions) (Percent)

1 IBM U.S. 2,330 9.0

2 Cap Programmator [CGS] France 1,160 4.5

3 ICL (Fujitsu) U.K. 890 3.4

4 Digital U.S. 880 3.4

5 Enator Sweden 410 1.6

6 Unisys U.S. 350 1.3

7 Siemens-Nixdorf Germany 290 1.1

8 Reuters U.K. 250 1.0

9 Microsoft U.S. 220 0.8

10 Bull France 170 0.7

11 Oracle U.S. 160 0.6

12 EDS U.S. 160 0.6

13 Intergraph U.S. 150 0.6

14 Tietotehdas Finland 140 0.5

15 HP U.S. 140 0.5

16 ComputerVision U.S. 120 0.5

17 Wang U.S. 105 0.4

18 AT&T U.S. 100" 0.4

19 Infonet Belgium 80 0.3

20 Ask U.S. 75 0.3

21 Computer Associates U.S. 70 0.3

1 CICI die u.o. n 2

23 Lotus U.S. 45 0.2

24 u.o. n 2

25 Novell U.S. 45 0.2

26 \A/nrrinp rfppf 40 0 2

27 Rank Xerox U.K. 40 0.2

28 Olivetti Italy 40 0.2

29 Dun & Bradstreet U.S. 40 0.2

30 Sun Microsystems U.S. 35 0.1

Total Listed 8,625 33.2

Total Market 26,000 100.0

* Software and services excludes equipment services

1
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F

Denmark - Market Commentary

1. Introduction

Denmark's population is 5.14 million. GDP in 1992 at current prices and

current exchange rates is estimated by OECD at US$ 142 billion, about 2% of

OECD European members' total GDP.

Denmark was one of the second wave of countries to join the European

Community (EC), joining with Ireland and the U.K. in 1973. Since that time

the country has experienced a number of ups and downs in its highly taxed

economy, although on balance it has benefited considerably from being an EC
member, in part because of the important role played by agriculture. In 1992

the Danes voted in a referendum against supporting the EC's Maastricht

Treaty, giving a verdict which was to be reversed in a further poll in May
1993.

2. Economic Environment

GDP grew in 1992 only slightly less than in 1991, at a rate (1.1%) just above

the OECD European average of 1.0%., and at only half the average rate for

Denmatrk in the 1980s. Inflation, already low in 1991, declined to 2.1%. The
current account surplus doubled to 3% of GDP, helped by exports of oil from

the North Sea.

Unemployment at 11.1% exceeded the OECD European average of 9.9%, and

was higher than in 1991. This represents a heavy burden on the economy as

welfare benefits are generous. Economists point to these benefits, the rela-

tively small and fragmented manufacturing base (at 16% of GDP, compared

with, for example, Austria with 26%), and to possible reductions in EC agri-

cultural subsidies as factors which make for uncertainty in Denmark's future

performance.

However, apart from persistent high levels of unemployment other indicators

are forecast to be hopeful. Inflation will remain low, GDP growth will decline

slightly in 1993, (0.5%) but will recover in 1994 to OECD average rates.

3. Software and Services Industry

The software, services and maintenance industry in Denmark is closely linked

to the state of the country's economy. INPUT forecasts that the Danish whole

information services market will reach almost $2.7 billion (or ECU 2. 1 bil-

lion) in 1993, and will grow at an average of 6% per annum to reach $3.5

billion or ECU 2.8 bilHon) by 1998.

Exhibit V-1 16 shows the detailed forecast by INPUT delivery mode in the

local currency - Danish Kroner.
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Software and Services Market, Denmark, 1993-1998

DK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

PrnfpQQinn^il Spn/IPPQ 2,900 3,100 3,250 7 4,250

Systems Integration 340 390 475 20 970

Systems Operations loU loU iy 4oU

Processina Services HAH o,u 1 u -1

Network Services 15 19 24 26 60

Software Products 1,650 1,750 1,950 7 2,400

Application

Software Products 1,350 1,500 1,700 13 2,750

Turnkey Systems 1,910 2,050 2,200 6 2,770

Equipment Services 2,950 3,080 3,110 2 3,340

Total (rounded) 15,000 16,000 17,000 6 21,000

Total (excluding

Equipment Services) 11,900 12,600 13,500 7 17,700

The main opportunity markets (all with forecast growth rates of over 10%) are

in network services, systems integration, systems operations and applications

software products. The professional services sector shows strong interest in

CASE tools and the application of object-oriented systems techniques. But

professional services spending in 1992 was 9% down on INPUT'S previous

forecast due to customers cutting back on consulting and training services.

Detailed local curtency forecasts of the components making up each service

delivery mode in the Danish market are shown in Exhibit V-117 onwards for

the period 1992-1997.

Systems Integration in Denmark has half the penetration of Europe as a

whole, again due to the small number of large project opportunities. Its

growth rate of 17% pa is below the European average of 19%. Nevertheless,

opportunities will arise for projects in public sector, utilities and financial

services.
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Systems operations is less favoured in Denmark than in the larger country

markets of Europe, due to the smaller number of reasonably sized opportuni-

ties. It is expected to grow at a good growth rate of 20% pa, with public

sector and utilities contracts offering the most opportunities.

Processing Services constituted 20% of the 1992 market, which is more than

double the European average but is forecast to fall at 1% CAGR. Processing

services in Denmark is still important especially in the agricultural and finan-

cial services sectors.

Network applications is expected to show the highest growth rate (29% pa)

over the five-year period of any of the subsectors. The use of network ser-

vices is more highly developed in Denmark than in some of the other country

markets, both large and small. The public telecommunications authority,

Danish Telecom, was reconstituted to include the previously local telephone

companies. It is expected to increase its activities in value-added network

services (VANS).

EXHIBIT V-117

Professional Services Market, Denmark

DK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 470 520 570 10 850

Education & Training 240 260 270 6 350

Software Development 2,180 2,300 2,400 5 3,000

Application Management 15 20 25 25 60

Total (rounded) 2,900 3,100 3,250 7 4,250
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EXHIBIT V-1 18

Systems Integration Market, Denmark

DK Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Equipment on

Application

Software Products 60 70 100 38 350

System
Software Products 30 30 35 17 65

Professional Services 155 175 200 13 320

Other Services 5 10 13 24 29

Total (rounded) 340 390 475 20 970

EXHIBIT V-1 19

Systems Operations Market, Denmark

DK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 55 65 80 17 145

Application Operations 65 75 90 19 180

Desktop Services 30 40 50 20 100

Total (rounded) 150 180 220 19 430

EXHIBIT V-120

Processing Services Market, Denmark

DK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 2,790 2,750 2,690 -1 2,480

Utility Processing 57 55 53 -3 45

Other Processing 195 200 205 2 220

Total (rounded) 3,040 3,010 2,950 -1 2,750
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EXHIBIT V-121

Network Services Market, Denmark

DK Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Electronic

Information Services 335 365 395 6 500

Network Applications 180 235 305 27 790

Network Management 15 19 24 26 60

Total (rounded) 530 620 720 17 1,350

EXHIBIT V-1 22

System Software Products Market, Denmark

DK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 680 710 730 0 710

Minicomputer 570 600 650 5 750

Workstation and PC 380 450 550 16 950

Total (rounded) 1,650 1,750 1,950 7 2,400

EXHIBIT V-1 23

Application Software Products Market, Denmark

DK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 96 92 90 -2 78

Minicomputer 420 445 480 7 620

Workstation and PC 820 950 1,120 17 2,050

Total (rounded) 1,350 1.500 1,700 13 2,750
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Turnkey Systems Market, Denmark

DK Millions

Subsector 1 yyo 1 yy4
93-98

Equipment 950
Is \J t \J 2

Application

Software Products 350 395 440 11 660

System
Software Products 120 128 135 5 160

Professional Services 490 550 610 10 870

Total (rounded) 1,910 2,050 2,200 6 2.770

Equipment Services Market, Denmark

DK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 1,850 1,875 1,850 0 1,750

Environmental Services 1,100 1,200 1,260 6 1,590

Total (rounded) 2,950 3,080 3,110 2 3,340

Applications Software in Denmark is forecast to grow with a CAGR of 13%.

The attractiveness of the pre-built solution is likely over the five-year forecast

period to increase in the midrange and minicomputer sectors, as open systems

based on UNIX and networks are already accepted in the Danish market.

Downsizing is not a major issue in Denmark since there are few large systems

installed.

4. Competitive Environment

Exhibit V-126 lists the top ten vendors in the Danish market as measured on

their 1992 (or equivalent 1992) revenues. It has been compiled using only the

information services revenues attributable to the domestic market in Den-

mark, and excludes exports and revenues gained from within any parent group

companies. Such captive markets exclude vendors such as Datacentralen

from the list.
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As in most other countries, IBM heads the list in information services rev-

enues, assisted by its large component of systems software product revenues.

IBM's strengths in Denmark also include PC-level product sales, systems

integration, processing and network services. IBM has a joint-venture partici-

pation with KTAS, the Copenhagen telephone company in the danNet pro-

cessing and network services company.

EXHIBIT V-1 26

Leading Vendors, Software and Services Denmark, 1992

Estimated

Country Market

Country of Revenues* bnare
Rank Vendor Origin (DK Millions) (Percent)

1 IBM U.S. 1,230 10.3

2 PBS Denmark 830 7.0

3 JDC Data Denmark 325 2.7

4 Digital U.S. 195 1.6

5 Olivetti Italy 185 1.6

6 ICL (Fujitsu) U.K. (J) 170 1.4

7 Microsoft U.S. 155 1.3

8 Oracle U.S. 130 1.1

9 Danet Denmark 120 1.0

10 Bording Data Denmark 115 1.0

Total Listed 3,455 29.0

Total market 11,900 100.0

* Software and services excludes equipment services
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G
Norway - Market Commentary

1. Introduction

Norway has a population of 4.27 million. It is the largest non-OPEC exporter

of oil. Only 14% of GDP derives from manufacturing.

GDP in 1992 at current prices and current exchange rates is estimated by
OECD at US$ 113 billion, about 1.4 % of OECD European members' total

GDP.

Norway is the seventh largest software, services and maintenance market in

Europe, estimated at NOK 14 billion ($2.2 billion) in 1992.

2. Economic Environment

In 1992 GDP growth was higher at 3.3% than in 1991 (1.9%). Inflation

dropped, for the third year running, to 2.3%. The cuirent account surplus was
lower than in 1991 but was still of the order of 3% of GDP.

According to forecasts, a small decHne in growth rate will occur in 1993 (to

1.5%) followed by higher growth in 1994 (2.5%). Inflation, little changed in

1993 (2.5%), will remain (at 3.0%) below the OECD average (3.3%) in 1994.

And the current account surplus will continue until 1995 at around the current

level or marginally less.

Norway is a member of the European Free Trade Association (EFTA) and will

therefore be part of the EEA (European Economic Area) when this is inaugu-

rated, probably in 1994. Under this, restrictions on trade and the movement of

capital between EC and EFTA countries will be largely removed. It is consid-

ered possible that the Norwegians will not ratify the move to join the EC as

full members, although negotiations are in train.

The largest Norwegian companies listed in the European Top 100 are the two

state owned energy companies, Statoil and Norsk Hydro.

3. Software and Services Industry

INPUT forecasts that the Norwegian market for software and service will be

$2.3 billion (ECU 1.8 billion) in 1993, growing at 5% per annum to reach

almost $3.0 billion (or ECU 2.4 billion) by 1998.

Exhibit V-127 provides a detailed forecast by INPUT delivery mode in local

currency.
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EXHIBIT V-1 27

Software and Services Market, Norway, 1993-1998

NK Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Professional Services 3,000 3,150 3,350 6 4,150

Systems Integration 260 300 355 17 660

Systems Operations 185 225 265 18 505

Processing Services 3,330 3,450 3,440 0 3,530

Network Services do Ol i.1
ooOO

Qwotpm

Software Products 1,320 1,380 1,450 6 1,810

Application

Software Products 1,160 1,320 1,470 12 2,350

Turnkey Systems 1,470 1,610 1,700 7 2,270

Equipment Services 2,870 2,940 3,030 2 3,190

Total (rounded) 14,000 14,800 15,500 5 19,300

Total (excluding

Equipment Services) 11,100 1 1 ,900 12,500 6 16,100

In Norway, the largest sector of the software and services market in 1992 is

represented by processing services, accounting for about 24% of the total

market. However, growth in the processing services sector is forecast at 0%
per annum, between 1993 and 1998; in real terms a falling market.

By 1998 professional services will be the largest sector forecast to represent

22% of the total information services market in Norway. User demand for

software development services, although hardly growing, represents the

largest portion of the professional services market accounting for about 75%
of user expenditure in this sector.

The primary growth opportunities in the Norwegian market lie in the areas of

applications software products and network applications.

Details of local currency forecasts for each of the components making up each

delivery mode is shown in Exhibit V-128 onward, for Norway for the period

1993 to 1998.
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EXHIBIT V-1 28

Professional Services Market, Norway

NK Millions

SubsGctor 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 390 425 470 10 670

Education & Training 335 370 410 10 590

Software Development 2,250 2,350 2,450 4 2,850

Application Management 13 15 20 25 45

Total (rounded) 3,000 3,150 3,350 6 4,150

EXHIBITV-129

Systems Integration Market, Norway

NK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 70 80 90 12 140

Application

Software Products 45 55 75 34 240

System
Software Products 20 25 30 10 40

Professional Services 120 135 155 10 220

Other Services 5 5 7 32 20

Total (rounded) 260 300 355 17 660
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EXHIBIT V-1 30

Systems Operations Market, Norway

NK Millions
,

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 85 100 115 16 210

Application Operations 70 85 100 16 180

Desktop Services 30 40 50 24 115

Total (rounded) 185 225 265 18 505

EXHIBIT V-131

Processing Services Market, Norway

NK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 3,050 3,160 3,140 0 3,200

Utility Processing
. 63 63 61 -2 55

Other Processing 215 230 235 3 270

Total (rounded) 3,330 3,450 3,440 0 3.530

EXHIBIT V-1 32

Network Services Market, Norway

NK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 260 270 280 6 360

Network Applications 115 135 165 22 360

Network Management 20 25 31 27 83

Total (rounded) 395 430 475 13 805
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EXHIBIT V-1 33

System Software Products Market, Norway

NK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 615 610 605 0 590

Minicomputer 415 445 475 7 635

Workstation and PC 290 325 365 12 585

Total (rounded) 1,320 1,380 1,450 6 1,810

EXHIBIT V-1 34

Application Software Products Market, Norway

NK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 110 110 110 0 105

Minicomputer 350 385 415 8 575

Workstation and PC 700 820 940 15 1,670

Total (rounded) 1,160 1,320 1,470 12 2,350

EXHIBIT V-1 35

Turnkey Systems Market, Norway

NK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 750 805 835 5 1035

Application

Software Products 275 315 350 12 560

System
Software Products 95 100 105 5 130

Professional Services 350 385 405 7 540

Total (rounded) 1,470 1,610 1,700 7 2,270
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EXHIBIT V-1 36

Equipment Services Marl<et, Norway

NK Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 1,820 1,830 1,850 0 1,750

Environmental Services 1,050 1,110 1,180 5 1,440

Total (rounded) 2,870 2,940 3,030 2 3,190

4. Competitive Environment

Exhibit V-137 lists the leading ten software and services vendors in the

Norwegian market during 1992. This listing is compiled using only the

software and services revenues attributable to the domestic market in Nor-

way, excluding exports and excluding revenues from within any parent group

or subsidiaries.

Unlike many European markets, IBM is not the leading vendor in the soft-

ware and services market. In Norway IBM is relegated to second place

behind NTT an indigenous company. Within the Norwegian software and

services market seven of the leading ten vendors are indigenous companies.

The leading software and services vendor in Norway, NTT, commands a 10%
share of the market. The company is dedicated to the local and national

government in Norway. The primary activities of this company is the provi-

sion of processing services which account for about 75% of revenue. The
second major activity of the company is in the professional services are a

which contributes about 22% of revenue, the remainder being derived from

network services. In 1992 the company employed a total of 1000 staff. All

1992 activities of NTT were within the Norwegian market.
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EXHIBIT V-1 37

Leading Vendors, Software and Services Norway, 1992

Estimated

Country Market
Country of Revenues' Share

Rank Vendor Origin (NK Millions) (Percent)

1 NIT Norway 1,120 10.1

2 IBM U S 77
3 Fellesdata Norway 540 4.9

4 Bankenes BetalinassGntral Norwav 525 4.7

5 Novit Norway 395 3.6

6 EDB Norway 250 2.3

7 Rogalandsdata Non/vay 220 2.0

8 Olivetti Italy 205 1.8

9 Cap Gemini Sogeti France 170 1.5

10 Digital U.S. 165 1.5

Total Listed 4,440 40.0

Total market 11,100 100.0

* Software and services excludes equipment services

IBM is following a vigorous policy of pursuing additional software and

services revenues in a move to counter reducing revenue and margins from

equipment sales. IBM has been particularly successful in establishing a

European-wide systems integration business and this sector of the software

and services market in Norway accounts for almost 7% of the total compared

with the overall European average of 4%.

Fellesadata primarily suppUes the savings banking sector in Norway. Process-

ing services dominate its activities.
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H
Finland - Market Commentary

1. Introduction

The population of Finland was 5.0 million in 1992 in a land area of 338,000

square kilometres (making it one of the least densely populated European

countries).

GDP in 1992 at current prices and current exchange rates is estimated by
OECD at US$ 1 10 billion, about 1.4% of OECD European members' total

GDP.

It is a member of the European Free Trade Association (EFTA) and will

therefore be part of the EEA (European Economic Area) when this is inaugu-

rated, probably in 1994. Under this, restrictions on trade, and the movement
of capital between EC and EFTA countries will be largely removed.

Finland has made individual application for EC membership, and it is likely

that full membership will be negotiated and ratified.

2. Economic Environment

The economy, after enviable growth in the 1980s (3.3% on average 1983-90),

was badly affected by the general downturn and by political changes in Cen-

tral and Eastern Europe. The 1991 slump was the worst for many years.

Soviet trade all but disappeared, paper and pulp industries were in a cyclical

trough. Bank credit losses soared, engineering production and investment

slumped and the currency was devalued.

In 1992 the economy shrank again by 3.6% (-6.4% in 1991). Consumer price

inflation moved downwards again and, at 2.9%, was below the OECD aver-

age. Unemployment again increased dramatically to reach 13.1%, treble the

rate in 1991. The current account deficit continued at a high rate (4.6%) in

relationship to GDP.

However, there is some guarded optimism in latest economic forecasts.

Negative GDP growth is expected in 1993 but at a reduced rate (-1.0%,) to be

followed by a modest recovery in 1994 (+1.5%.). Inflation increases slightly

to reach 4.5% in 1994, above the OECD average of 3.3%. The current ac-

count should be in balance in 1994.

3. Software and Services Industry

The software and services market in Finland is forecast by INPUT to be $1.5

billion or ECU 1.3 bilUon for 1993. The market is forecast to grow at an

average of 3% per annum to reach $1.8 billion or ECU 1.5 billion by 1998.

This forecast growth is 3% down on last year's prediction - an indication of

the rate at which demand has changed.
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Exhibit V-138 shows the detailed forecast by INPUT delivery mode in the

local currency.

Software and Services Market, Finland, 1993-1998

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Professional Services 1,510 1,610 1,690 5 2,090

Systems Integration 240 280 330 22 745

Systems Operations 180 171 /

Processing Sen/ices 1,010 990 950 -4 770

Network Services 18 23 30 27 76

System
Software Products 850 840 840 1 900

Application

Software Products 750 810 880 7 1,150

Turnkey Systems 890 950 1,020 4 1,140

Equipment Services 1,630 1,620 1,610 -2 1,380

Total (rounded) 7,300 7,580 7,870 4 9,050

Total (excluding

Equipment Sen/ices) 5,670 5,960 6,260 5 7,670

Demand for custom software development projects and contract staff fell in

1992 in Finland as elsewhere in Europe, but some recovery is expected to

generate 5% growth in professional services over the next five years.

The size of the systems integration sector has been substantially revised up

compared to last year's report. Vendors reported more business than had been

assumed previously and a much larger proportion was accounted for by

software products. The outlook for growth is also best in this market as more
major projects are being contracted out at fixed price.

Outsourced systems operations is expected to continue a healthy growth

pattern. This is a market that is generally stimulated by the imposition of tight

financial constraints on IT budgets.

Downsizing of hardware investments is expected to lead to further falls in

equipment services revenues in Finland.
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Detailed local currency forecasts of the components of each delivery mode
sector in the Finnish market are shown in Exhibit V-139 onward for the period

1992 to 1997.

Professional Services Market, Finland

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 250 270 290 8 395

Education & Training 145 150 155 3 170

Software Development 1,110 1,180 1,240 5 1,510

Application Management 5 5 6 25 15

Total (rounded) 1,510 1,610 1,690 5 2,090

Systems Integration Market, Finland

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 65 75 85 16 155

Application

Software Products 43 50 70 40 270

System
Software Products 20 22 26 20 54.5

Professional Services 107 125 140 14 245

Other Sen/ices 5 6 8 30 22

Total (rounded) 240 280 330 22 745
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EXHIBIT V-141

Systems Operations Market, Finland

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 100 115 135 16 240

Application Operations 70 80 95 17 175

Desktop Services 12 15 19 25 45

Total (rounded) 180 210 250 17 460

EXHIBIT V-142

Processing Services Market, Finland

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 905 885 850 -4 680

Utility Processing 30 28 26 -6 19

Other Processing 75 76 76 0 72

Total (rounded) 1,010 990 950 -4 770

EXHIBIT V-143

Network Services Market, Finland

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 145 155 160 2 175

Network Applications 80 90 105 11 155

Network Management 18 23 30 27 76

Total (rounded) 240 270 300 9 410
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EXHIBIT V-1 44

System Software Products Market, Finland

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 370 340 310 -7 220

Minicomputer 270 275 280 2 300

Workstation and PC 205 225 250 11 380

Total (rounded) 850 840 840 1 900

EXHIBIT V-1 45

Application Software Products Market, Finland

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 72 68 65 -6 47

Minicomputer 225 240 255 5 305

Workstation and PC 450 500 560 10 800

Total (rounded) 750 810 880 7 1,150

EXHIBIT V-1 46

Turnkey Systems Market, Finland

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 435 455 470 0 455

Application

Software Products 165 185 205 7 265

System
Software Products 55 59 63 3 70

Professional Services 230 255 280 7 350

Total (rounded) 890 950 1,020 4 1,140

V-94
1
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EXHIBIT V-147

Equipment Services Market, Finland

FM Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 1,050 1,030 1,010 -4 800

Environmental Services 575 585 600 0 580

Total (rounded) 1,630 1,620 1,610 -2 1,380

4. Competitive Environment

Exhibit V-148 lists the leading ten information services vendors in the Finnish

market as measured on their 1992 revenues. This list has been compiled

using only the software and services revenues attributable to the domestic

Finnish market, and excludes exports and revenues gained from within any

parent group companies. This excludes the City of Helsinki's KT-
Tietokeskus, for example, with revenues of FIM 445M in 1992.

Five of the companies are from Finland itself. Last year there were two other

Scandinavian-owned vendors, but mergers and changing fortunes have re-

moved them. IBM, Digital and ICL are the non-Nordic companies; all these

equipment manufacturers have increased their penetration of information

services markets as hardware markets have softened during the past several

years. The list excludes the equipment service revenues of these vendors.

The leading two Finnish information services companies Tietotehdas and

VTKK are both long established (1960s) companies which have developed

from the days as sophisticated service bureaux into vendors with a broad

range of capabilities including professional services, equipment supply,

processing and network services.

Nokia Data was sold in 1991 to ICL, the U.K. company now itself 80%
owned by Fujitsu of Japan. It is strong in turnkey systems with special

strength in the banking and finance sector.

The largest vendor specialising in professional services rather than processing

services is the Finnish subsidiary of Cap Programmator, now part of the Cap
Gemini Sogeti group.
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EXHIBIT V-1 48

Leading Vendors, Software and Services Finland

Estimated

Country Market
Country of Revenues Share

Rank Vendor Origin (FM Millions) (Percent)

1 Tietotehdas Finland

-———

—

600 10.5

IbM 1 1 oU.o. 430 7.5

3 VTKK Finland 390 6.8
A
*¥ uiQiiai 1 1 cu.o. 4.0

5 ICL (Fujitsu) U.K. (J) 210 3.7
fto CIlOrg-L/dld ni lldlKJ O ft

7 Paakaupunklseudom Finland 140 2.5

8 CMAData Denmark 120 2.1

9 Cap Gemini Sogeti France 120 2.1

10 Kunnallistieto Finland 110 1.9

Total Listed 2,535 44.5

Total market 5700 100.0

* Software and services excludes equipment services
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I

Netherlands - Market Commentary

1. Introduction

The Netherlands (Holland), one of the founding members of the European

Community (EC), has a population of 15 million. GDP in 1992 at current

prices and current exchange rates is estimated by OECD at US$ 320 billion,

about 4.1% of OECD European members' total GDP.

The Information Services market in the Netherlands is the fifth largest in

Europe and was Dfl 10.5 billion ($6.1 billion) for 1992.

2. Economic Environment

The population of the Netherlands is over 15 million and its workforce is 6

million (36% female). History, geography, culture and government policy

have combined to give the Dutch economic advantages. They are heirs to a

long mercantile tradition. Some 50% of all the EC's 320 million consumers

live within a 500 km radius of Amsterdam.

The Dutch are good at languages, science and technology. Government
incentives have resulted in foreigners contributing 25% of industrial invest-

ment in Holland. Perhaps a result of these factors, the Netherlands, with only

4.5% of the population of the EC, accounts for some 13.5% of EC foreign

trade and exports (of which energy is 8.5%) equate to about 56% of GDP.

One of the OECD's star performers of recent years, the Dutch economy
slowed down in 1991 to a rate ofGDP growth of 2.2%, and still further in

1992 to 1.5%, very close to the OECD average. Price inflation was also in

line with the OECD average at 3.7%, and the current account balance was the

best surplus in the EC.

Forecasts for GDP indicate zero growth in 1993 but a 1.8% recovery in 1994.

Inflation will remain under control below OECD averages for 1993 and 1994,

and current account balances will remain steady at around 2% of GDP.

3. Software and Services Industry

The Dutch Information Services market is forecast by INPUT to grow from

$6.5 billion (ECU 5.1 billion) to $10.0 billion (ECU 7.9 bUlion) between 1993

and 1998. This is a growth rate averaging 9% per year over the period slightly

down on the last forecast.
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The Netherlands market represents about 6% of the overall European informa-

tion services market. Exhibit V-149 gives the breakdown of the market by
service mode as defined by INPUT. The professional services sector remains

strong, growing faster than the market as a whole, reflecting a continued

strong demand for advanced skills and the development of custom software.

EXHIBIT V-149

Software and Services Market, Netherlands, 1993-1998

Dfl Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Professional Services 2,980 3,140 3,310 7 4,500

Systems Integration 320 380 455 20 940

Systems Operations 195 240 280 18 540

Processing Services 940 9/0 1 ,000 4 1 ,160

Mptwnrk ^pivippq 20 25 30 21 65

System
Software Products 1,200 1,250 1,330 6 1,680

Application

Software Products 1,080 1,220 1,380 13 2,290

Turnkey Systems 980 1,070 1,170 12 1,870

Equipment Services 2,400 2,490 2,590 4 3,050

Total (rounded) 10,500 11,200 12,100 9 17,300

Total (excluding

Equipment Services) 8,100 8,700 9,500 10 14,200

The tables from Exhibit V-150 onward give the forecasts in local currency for

the submodes of each service mode for the Netherlands during the period

1993 to 1998.
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Professional Services Market, Netlierlands

Dfl Millions

oUDsecior
93-98

UA(jH( /o)
H QQQ

IS Consulting 390 425 465 11 725

Education & Training 330 350 370 8 520

Software Development 2,230 2,330 2,430 6 3,150

Application Management 25 35 45 25 105

Total (rounded) 2,980 3,140 3,310 7 4,500

Systems Integration Market, Netherlands

Dfl Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 85 100 115 15 200

Application

Software Products 58 68 95 38 340

System
Software Products 25 30 35 17 65

Professional Services 145 175 200 12 310

OtherServices 7 7 9 29 25

Total (rounded) 320 380 455 20 940

Systems Operations Market, Netherlands

Dfl Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platfomri Operations 100 120 140 16 250

Application Operations 55 65 75 18 150

Desktop Services 40 55 65 21 140

Total (rounded) 195 240 280 18 540
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EXHIBIT V'153

Processing Services Market, Netherlands

Dfl Millions

1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 830 860 880 3 1,000

Utility Processing 27 27 27 1 29

Other Processing 80 87 93 8 128

Total (rounded) 940 970 1,000 4 1.160

EXHIBIT V-1 54

Network Services Market, Netherlands

Dfl Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services' 235 250 275 9 385

Network Applications 130 170 235 36 780

Network Management 20 25 30 21 65

Total (rounded) 385 445 540 23 1,230

EXHIBIT V-1 55

System Software Products Market, Netherlands

Dfl Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 595 605 625 3 685

Minicomputer 340 350 370 5 440

Workstation and PC 260 290 335 14 555

Total (rounded) 1,200 1,250 1,330 6 1,680
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EXHIBIT V-1 56

Application Software Products Market, Netherlands

Dfl Millions

1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 105 105 105 0 105

Minicomputer 320 355 390 10 580

Workstation and PC 650 760 880 16 1,600

Total (rounded) 1,080 1,220 1,380 13 2,290

EXHIBIT V-1 57

Turnkey Systems Market, Netherlands

Dfl Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 480 505 535 8 735

Application

Software Products 205 235 270 17 510

System
Software Products 60 64 68 9 97

Professional Services 235 265 300 15 530

Total (rounded) 980 1,070 1,170 12 1,870

EXHIBIT V-1 58

Equipment Services Market, Netherlands

Dfl Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 1,570 1,610 1,660 2 1,750

Environmental Services 825 875 930 8 1,300

Total (rounded) 2,400 2,490 2,590 4 3,050
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4. Competitive Environment

Exhibit V-159 lists the top ten vendors in the Dutch market during 1992. It is

compiled using only the information services revenues attributable to the

domestic market within the Netherlands, excluding exports and excluding

revenues from within any parent group companies.

EXHIBIT V-159

Leading Vendors, Software and Services Netherlands

1992

Estimated

Sector Market
Country of Revenues* Share

Rank Vendor Origin (Dfl Millions) (Percent)

1 Cap Volmac France 730 9.0

2 IBM U.S. 610 7.5

3 Raet Netherlands 535 6.6

4 BSO Origin Netherlands 440 5.4

5 RCC Netherlands 400 4.9

6 Getronics Netherlands 350 4.3

7 Digital U.S. 185 2.3

8 CMG U.K. 160 2.0

9 Multihouse Netherlands 125 1.5

10 Microsoft U.S. 125 1.5

Total Listed 3,660 45.2

Total Market 8,100 100.0

' Software and services excludes equipment services

Cap Volmac (Volmac merged with the Dutch subsidiary of Cap Gemini

Sogeti group in 1992) is the information services market leader in the Nether-

lands. Last year IBM was number one. Some 90% of Cap Volmac 's rev-

enues come from within the Netherlands, most of the rest came from

neighbouring Belgium. Active in most industry sectors, some 28% of Volmac
business is done in Banking and Insurance, and 15% in the public sector. In

1991 it was a group of 24 operating companies with a wide variety of prima-

rily professional services specialisations. During 1992 the company has been

busy re-structuring to gain more synergy between subsidiaries and with the

rest of Cap Gemini Sogeti.

Second largest Dutch vendor Raet N.V. also saw revenues rise with acquisi-

tions. It absorbed AC Service into the Group. Just over 20% of business is

now intemational, with subsidiaries in Switzerland, Germany, Austria, Bel-

gium and Cyprus, and the company offers a wide range of products and

services to practically all industry sectors.
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Bso/Origin has reorganised its four companies (including Origin/Technology

in Business) operating in different market sectors, to provide a clearer man-
agement structure. Origin was previously a 50-50 joint ownership between
BSO and Philips, who now owns only 20%. Origin was formed from the

international systems operations of both companies.

CMG operates primarily in the Netherlands and the U.K. with a strong

specialisation in financial services. It was one of the few independent leaders

who increased revenues in 1992.

The leading companies are ranked for each service delivery mode, according

to their attributable 1992 revenues in the Netherlands.

Leading Vendors, Professional Services Netherlands

1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (Dfl Millions) (Percent)

1 Cap Volmac France 565 19.0

2 Getronics Netherlands 215 7.2

3 Raet Netherlands 210 7.0

4 RCC Netherlands 200 6.7

5 BSO Origin Netherlands 195 6.5

6 IBM U.S. 120 4.0

7 CMG U.K. 100 3.4

8 Bouwfonds Informatica Netherlands 85 2.9

9 Ordina Netherlands 70 2.3

10 Multihouse Netherlands 50 1.7

Total Listed 1,810 60.7

Total Market 2,980 100.0
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EXHIBIT V-161

Leading Vendors, Systems Integration Netherlands,

1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Oriain lDi\ Millions) f Percent)

1 IBM U.S. 70 21.9

2 BSO Origin Netherlands 60 18.8

3 Cap Volmac France 60 18.8

4 Raet Netherlands 25 7.8

5 Bull France 20 6.3

6 Digital U.S. 20 6.3

7 Logica U.K. 20 6.3

8 Andersen Consulting U.S. 15 4.7

9 EDS U.S. 10 3.1

10 Rank Xerox U.K. 5 1.6

Total Listed 305 95.3

Total Market 320 100.0

EXHIBIT V-162

Leading Vendors, Systems Operations Netherlands, 1992

Estimated

Sector Market

Country of Revenues Share

Rank Vendor Origin (Dfl Millions) (Percent)

1 Raet Netherlands 30 15.4

2 EDS U.S. 25 12.8

3 Cap Volmac France 20 10.3

4 CMG U.K. 20 10.3

5 BSO Origin Netherlands 13 6.7

6 CSC U.S. 8 4.1

7 IBM U.S. 6 3.1

8 Computer Centrum N'land Netherlands 5 2.6

9 Digital U.S. 5 2.6

10 Multihouse Netherlands 4 2.1

Total Listed 136 69.7

Total Market 195 100.0
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EXHIBIT V-1 63

Leading Vendors, Processing Services Netherlands,

1992

PctimatpH

IVlCli f\Cl

Cm intrv nf wl ICli w

Rank Vpndor Orininvyi lull 1
mfi Millinnc:^ ^1^ CI wv71 liy

1 RCC Netherlands 200 21.3

2 Raet Netherlands 160 17.0

3 BSO Origin Netherlands 80 8.5

4 Computer Centrum N'land Netherlands 40 4.3

5 ADP U.S. 35 3.7

6 CMG U.K. 25 2.7

7 Getronics Netherlands 14 1.5

8 Telekurs Switzerland 12 1.3

9 IBM U.S. 11 1.2

10 Medsys Netherlands 10 1.1

Total Listed 587 62.4

Total Market 940 100.0

EXHIBIT V-1 64

Leading Vendors, Network Application Services
Netherlands, 1992

Estimated

Sector Mar1<et

Country of Revenues Share

Rank Vendor Origin (Dfl Millions) (Percent)

1 Raet Netherlands 25 19.2

2 IBM U.S. 14 10.8

3 Infonet Belgium 13 10.0

4 CMG U.K. 8 6.2

5 BSO Origin Netherlands 4 3.1

6 Digital U.S. 4 3.1

7 Bull France 2 1.5

8 Multihouse Netherlands 2 1.5

9 GEIS U.S. 2 1.5

10 GSI France 2 1.5

Total Listed 76 58.5

Total Market 130 100.0
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EXHIBIT V-1 65

Leading Vendors, System Software Products

Netherlands, 1992

E<?tinnatGd

M;^rkptivi ai

nonntrv of Share
Rank V ICIwI Orlnin (Dfl Millions) ^Percent)IB wBwwBlll

1 IBM U.S. 350 29.2

2 Microsoft U.S. 70 5.8

3 Getronlcs Netherlands 70 5.8

4 Digital U.S. 70 5.8

5 Oracle U.S. 45 3.8

6 Unisys U.S. 30 2.5

7 Cap Volmac France 30 2.5

8 Novell U.S. 30 2.5

9 Raet Netherlands 25 2.1

10 Bull France 25 2.1

Total Listed
1

62.1

Total Market
1

1,200 100.0

EXHIBIT v-1 66

Leading Vendors, Application Software Products

Netherlands, 1992

Estimated

Sector Market
Country of Revenues Share

Rank Vendor Origin (Dfl Millions) (Percent)

1 Raet Netherlands 55 5.1

2 Microsoft U.S. 50 4.6

3 Lotus U.S. 30 2.8

4 Cap Volmac France 25 2.3

5 WordPerfect U.S. 25 2.3

6 IBM U.S. 20 1.9

7 SAP Germany 16 1.5

8 Bouwfonds Informatica Netherlands 15 1.4

9 BSO Origin Netherlands 13 1.2

10 Multihouse Netherlands 10 0.9

Total Listed 259 24.0

Total Market 1,080 100.0
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EXHIBIT V-1 67

Leading Vendors, Turnkey Systems Netherlands, 1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (Dfl Millions) (Percent)

1 BSO Origin Netherlands 65 6.6

2 Getronics Netherlands 55 5.6

3 Multihouse Netherlands 50 5.1

A OIC/1 1 luf lb INIaUUi 1
/^£\r'm^a ri\/vjcrrTidiiy OO O.D

5 Cap Volmac France 35 3.6

6 Intergraph U.S. 30 3.1

7 Digital U.S. 30 3.1

8 IBM U.S. 25 2.6

9 Ordina Netherlands 13 1.3

10 Olivetti Italy 10 1.0

Total Listed 348 35.5

Total Market 980 100.0

EXHIBIT V-1 68

Leading Vendors, Equipment Maintenance Netherlands,

1992

Estimated

Sector Market

Country of Revenues Share
Rank Vendor Origin (Dfl Millions) (Percent)

1 IBM U.S. 290 18.5

2 Getronics Netherlands 180 11.5

3 Digital U.S. 120 7.6

4 Unisys U.S. 75 4.8

5 Siemens-Nixdorf Germany 55 3.5

6 HP U.S. 50 3.2

7 AT&T U.S. 45 2.9

8 Bull France 45 2.9

9 ICL (Fujitsu) U.K. 35 2.2

10 Olivetti Italy 35 2.2

Total Listed 930 59.2

Total Market 1,570 100.0
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EXHIBIT V-1 69

Leading Vendors, Environmental Services Netherlands

1992

tsiirnaiea

oecior MarKei

ouui III y ui Dowfini IOC v7l Idl \S

riariK venaoi /nfl Millinnc\'(Uil IvIllllUiloy \r CiOci 11/

1 Getronics Netherlands 60 7.3

2 IBM U.S. 35 4.2

3 Unisys U.S. 14 1.7

4 Digital U.S. 10 1.2

5 Raet Netherlands 6 0.7

6 HP U.S. 5 0.6

7 Bull France 5 0.6

8 ICL (Fujitsu) U.K. 3 0.4

9 Siemens-Nixdorf Germany 3 0.4

10 AT&T U.S. 3 0.4

Total Listed 144 17.5

Total Market 825 100.0
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EXHIBIT V-1 70

Leading Vendors, Information Services Netherlands,

1992

Estimated

Sector Market
Country ofV^N^U 1 1 11 T 1 Revenues1 1W V W 1 1U ww Share

Rank Vendor Origin (Dfl Millions)I IL^ Bl BVBIII B B^^ f f Percent)1 1 W I WW Bill

1 IRM II S 040 8 5

?c 740 fi 7

o INcU mi Idl KJo ^ 4
A field MpthprlanHcMcii ici Idl ivjo ^n 5 11

5 RQO Orinin Mpthprl3nrl<?
1 ^Wll 1^1 Idl IVIO 450 4 1

o ninitpj 1 J *^ ? 0

7 1 IniQUQ\j\ iioyo IJ s 170 1 5

8 CMG U K\j *i \ • 1501 wW 1.4
Q Sipmpn<5-Miyrlnrf (^prmpnv/%M^wi 1 1 icii ly 125 1 1

10 Microsoft U.S. 120 1.1

11 Bull France1 1 Ctl Iww 100 0.9

12 Olivetti Italy 95 0.9

1 \J HP1 II U S 90 08
14 ATAT tJ s 75 07
1*^ UK 75 07
16 Reuters U.K. 70 0.6

17 Or;5p|pV>l CILfIv? U S GO 05
18 Anrlpr<^pn f^nn^i iltinn 55 05
19 EDS U.S. 50 0.5

20 Intergraph U.S. 50 0.5

21 Logica U.K. 40 0.4

22 Wang U.S. 35 0.3

23 Dun & Bradstreet U.S. 30 0.3

24 Lotus U.S. 30 0.3

25 Novell U.S. 30 0.3

26 SAP Germany 25 0.2

27 Telekurs Switzerland 25 0.2

28 Ask U.S. 25 0.2

29 ComputerVision U.S. 25 0.2

30 Sun Microsystems U.S. 25 0.2

Total Listed 5,185 47.1

Total Market 1 1 ,000 100.0
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Belgium - Market Commentary

1. Introduction

The population of Belgium is 9.8 million, and the labour force numbers

approximately 4.2 million (35% female,) with a major presence in metallurgy

industries. The population is divided into two groups: the Walloons (33%)
speaking French and the Dutch speakers, the Flemish (67%). Problems in

living together are not now a factor.

Wealth in the country centres on Brussels - main seat of the European Com-
munity administration - and on the northern, Flemish, part of the country. The
rapid decline of the steel, coal, textiles and ship-building industries have left

the country's government with heavy debts which are gradually being passed

to the regional govemments to service directly.

GDP in 1992 at current prices and current exchange rates is estimated by

OECD at US$ 219 billion, about 3% of OECD European members' total

GDP.
'.,

•'.(''-•

A founder member of the EC, Belgium has long established links with Nether-

lands and Luxembourg, in the customs union Benelux which dates from the

1920s.

The information Services market is estimated to be the ninth largest in Europe

at BFlOl billion ($3.2 billion) in 1992.

2. Economic Environment
:

In Belgium and Luxembourg, GDP growth rate dropped in 1992 to 0.9% from

2.0% as a result of general economic circumstances in international trade and

in particular as the recession bit in Germany; a major export market for Bel-

gium. Inflation declined from 3.2% to 2.5%. The current account remained

in surplus to the tune of 2.3% of GDP. Unemployment increased by a per-

centage point to 10.3%, which is almost precisely the average for the EC.

Forecasts now include zero GDP growth rate in 1993 and 1.2% in 1994, small

increases in inflation in 1993 (2.7%) and 1993 (3.0%). The current account

will continue in surplus, whilst unemployment will decrease slightly over the

longer term.

Wealth in the country centres on Brussels - main seat of the European Com-
munity administration - and on the northern, Flemish, part of the country. The

rapid decline of the steel, coal, textiles and ship-building industries have left

the country's government with heavy debts which are gradually being passed

to the regional govemments to service directly.
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Luxembourg, once a beneficiary of the steel industry, is prospering as a kind

of fiscal paradise, with low tax, banking secrecy, duty-free shopping, etc.

Some of the new banking laws on disclosure in Switzerland seem to have

caused substantial funds to be diverted alternatively to Luxembourg. This

increase in Luxembourg's competitive advantage is only threatened by the

possibility that other EC members may push for new banking legislation

across the community.

3. Information Services Industry

INPUT forecasts that the Belgian market for Information Services will be $3.4

billion (ECU 2.7 billion) in 1993, growing at an average of 8% per annum to

$5.1 billion (ECU 4.0 billion) by 1998.

Exhibit V-171 gives the detailed forecast by INPUT service delivery mode in

local currency. The Belgian market is strong in custom software development
- an element of the professional services delivery mode. Professional services

represented 28% of the whole Belgian market in 1992, compared to 23% for

Europe overall.

The primary high growth opportunities lie in the area of application solutions,

especially application software products, network services, systems operations

and systems integration.
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EXHIBIT V-1 71

Software and Services Market, Belgium, 1993-1998

BF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Professional Services 27,800 29,900 32,100 7 42,600

Systems Integration 4,250 5,000 5,750 15 10,000

Systems Operations 2,340 2,690 3,110 17 5,900

Processing Services 7,830 7,860 7,900 1 8,310

Network Services 110 135 165 21 355

^ A.

System
Software Products 13,100 14,000 14,900 6 19.100

Application

Software Products 11,900 13,700 15,600 14 26,700

Turnkey Systems 9,010 10,000 11,040 9 15,700

Equipment Services 20,200 21 ,000 21 ,800 3 24,500

Total (rounded) 101,000 109,000 118,000 8 162,000

Total (excluding

Equipment Services) 80,000 88,000 96,000 9 137,000

EXHIBIT V-1 72

Professional Services Market, Belgium

BF Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

IS Consulting 4,050 4,540 5,090 12 7,880

Education & Training 2,250 2,390 2,430 4 2,870

Software Development 21,400 22,900 24,500 7 31 ,600

Application Management 50 80 100 26 250

Total (rounded) 27,800 29,900 32,100 7 42,600
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Systems Integration Market, Belgium

BF Millions

93-98
55iih<^pntor lyyo UAvjn(7o) lyyo

Fniiinmpnt 1,150 1,350 1,500 9 2,100

Appiicaiion

Software Products 760 900 1,200 32 3,600

System
Software Products 340 400 450 12 700

Professional Services 1.920 2,250 2,450 8 3,300

Other Services 80 100 130 25 310

Total (rounded) 4,250 5,000 5,750 15 10,000

Systems Operations Market, Belgium

BF Millions

93-98

Subsector 1992 1993 1994 CAGR(%) 1998

Platform Operations 1,500 1,700 1,950 16 3,600

Application Operations 810 950 1,110 18 2,150

Desktop Services 30 40 50 30 150

Total (rounded) 2,340 2,690 3,110 17 5,900

Processing Services Market, Belgium

BF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 6,990 6,990 7,000 1 7,230

Utility Processing 210 208 206 0 205

Other Processing 630 660 695 6 870

Total (rounded) 7,830 7,860 7,900 1 8,310
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EXHIBIT V-1 71

Software and Services Market, Belgium, 1993-1998

BF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Professional Services 27,800 29,900 32.100 7 42,600

Systems Integration 4,250 5,000 5,750 15 10,000

Systems Operations 2,340 2,690 3,110 17 5,900

Processing Services 7,830 7,860 7,900 1 8,310

Network Services 110 135 165 21 355

System
Software Products 13,100 14,000 14,900 6 19,100

Application

Software Products 1 1 ,900 13,700 15,600 14 26,700

Turnkey Systems 9,010 10,000 11,040 9 15,700

Equipment Services 20,200 21 ,000 21 ,800 3 24,500

Total (rounded) 101,000 109,000 118,000 8 162,000

Total (excluding

Equipment Services) 80,000 88,000 96,000 9 137,000

EXHIBIT V-1 72

Professional Services Market, Belgium

BF Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

IS Consulting 4,050 4,540 5,090 12 7,880

Education & Training 2,250 2,390 2,430 4 2,870

Software Development 21,400 22,900 24,500 7 31,600

Application Management 50 80 100 26 250

Total (rounded) 27,800 29,900 32,100 7 42,600
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Systems Integration Market, Belgium

BF Millions

Subsector

93-98

\^n\jr\\ /o) lyyo

EauiDment 1,150
H OCA
1 ,350

4 CAA
1,500 9 O A AA

2,100

Software Products 760 900 1,200 32 3,600

System
Software Products 340 400 450 12 700

Professional Services 1,920 2,250 2,450 8 3,300

Other Services 80 100 130 25 310

Total (rounded) 4,250 5,000 5,750 15 10,000

Systems Operations Marl<et, Belgium

BF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 1,500 1,700 1,950 16 3,600

Application Operations 810 950 1,110 18 2,150

Desktop Services 30 40 50 30 150

Total (rounded) 2,340 2,690 3,110 17 5,900

Processing Services Market, Belgium

BF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 6,990 6,990 7,000 1 7,230

Utility Processing 210 208 206 0 205

Other Processing 630 660 695 6 870

Total (rounded) 7,830 7,860 7,900 1 8,310
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EXHIBIT V-1 76

Network Services Market, Belgium

BF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 2,650 2,860 3,090 7 4,100

Network Applications 1,480 1,790 2,170 21 4,550

Network Management 110 135 165 21 355

Total (rounded) 4,250 4,800 5,450 13 9,000

EXHIBIT V-1 77

System Software Products Market, Belgium

BF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 6,460 6,590 6,660 1 6,810

Minicomputer 4,010 4,410 4,810 9 6,690

Workstation and PC 2,580 2,970 3,390 14 5,640

Total (rounded) 13,100 14,000 14,900 6 19,100

EXHIBIT V-1 78

Application Software Products Market, Belgium

BF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 1,060 1,060 1,050 0 990

Minicomputer 3,550 3,940 4,340 10 6,250

Workstation and PC 7,250 8,650 10,200 18 19,500

Total (rounded) 1 1 ,900 13,700 15,600 14 26,700
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EXHIBIT V-1 79

Turnkey Systems Market, Belgium

BF Millions

Subsector 1992 1993 1994

93-98

CAGR{%) 1998

c:c|uiprTieni 4490 4800 5100 5 AA6100

Annlipatinn

Software Products 2,010 2,330 2,680 14 4,460

System
Software Products 250 270 290 6 365

Professional Services 2,260 2,600 2,970 13 4,770

Total (rounded) 9,010 10,000 1 1 ,040 9 15,700

EXHIBIT V-1 80

Equipment Services Market, Belgium

BF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 14,200 14,650 15,100 2 16,500

Environmental Services 5,980 6,340 6,660 5 7,980

Total (rounded) 20,200 21,000 21,800 3 24,500

4. Competitive Environment

Exhibit V-1 81 lists the top ten vendors in the Belgian market during 1992. It

is compiled using only the software and service revenues attributable to the

domestic market within Belgium, excluding exports and excluding revenues

from within any parent group companies.

As in nearly every European country, IBM leads in information services

revenues. It has vigourously pursued additional business in both software and

services in order to counter falling income and margins from its equipment

supply and maintenance businesses. It has been particularly successful in

establishing a European-wide systems integration business.
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EXHIBIT V-1 81

Leading Vendors, Software and Services Belgium, 1992

Estimated

Country Mar1<et

Country of Revenues" Share
Rank Vendor Origin (BF Millions) (Percent)

1 IBM

———— ^—
U.S. 5,510 6.9

UigiTal U.o. vJ.U

3 Computer Sciences Corp U.S. 2,100 2.6
A uoimen oeiyium o inn

c., \ uu
5 Siemens-Nixdorf Germany 1,940 2.4

rial lUc 1 790
1 ,/ cXj 0 0

7 TIS Group Belgium 1,450 1.8

8 Andersen Consulting U.S. 1,280 1.6

9 Microsoft U.S. 1,230 1.5

10 Administra Computing Belgium 1,150 1.4

Total Listed 20,840 26.1

Total market 80,000 100.0

* Software and services excludes equipment services

Digital's software and service revenues have risen this year, unlike the hard-

ware business. The company organises its services business under a single

management structure and is rapidly diversifying into all types of service with

the general exception of application software development.

CSC, the largest independent software and services vendor in the U.S., estab-

lished a strong position in Belgium with its acquisition of CIG Intersys in

1989. This acquisition doubled CSC's revenues in Europe. The Belgian

subsidiary offers a full range of services specialising in the transport, manu-
facturing and banking and finance sectors. CSC's more recent acquisitions

aim to establish a European management consulting group led by its subsid-

iary Index. The U.S. company has declared its intention to invest heavily in

building its European business, but its Belgian operations did not perform to

expectation in 1992.

The first wholly Belgian vendor on the list is Dolmen, followed by the diverse

TIS Group. TIS (Telinfo Integrated Systems) is a public company operating

primarily in Belgium with subsidiaries specialising in banking, government,

retail and engineering and scientific market sectors.
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K
Switzerland - Market Commentary

1. Introduction

The Swiss population was 6.79 million in 1991, small in comparison with

many European countries. But Switzeriand ranks fourth in terms of the

capitalisation of its FT5(X) companies, ahead of bigger countries like Spain

and Netherlands, ranking behind France but with a figure about half the

French one.

GDP in 1992 at current prices and current exchange rates is estimated by

OECD at US$ 241 billion, about 3.1% of OECD European members' total

GDP.

The information services market is the eighth largest in Europe with a total

size of SF 5.2 billion ($3.7 billion) in 1992.

2. Economic Environment

GDP decline continued in 1992 at -0.6%. Inflation at 5.8% in 1991 gave way
to a rate of 4.5%, marginally above the OECD average, but the current ac-

count surplus increased from 4% to 6.5% of GDP. Unemployment increased

to 2.5%. The Zurich Stock Exchange was one of the minority of European

exchanges to register growth, ending 10.5% up on the year.

The future should include a modest return to growth in 1994 (2.0%) after a

flat year in 1993. Inflation should decline to fall below the OECD average in

1994 at 2.5%. Current account surpluses will continue.

However, there is concern for the longer term future of the Swiss economy
after the referendum rejecting integration with the European Economic Area.

The dangers of isolation from the European mainstream are considerable.

Economists are warning that investment in innovative new products and re-

skilling the labour force must take priority if Switzerland is to retain its high

competitive ranking in industrial Europe.

3. Information Services Industry

Exhibit V-182 illustrates the breakdown of the market into INPUT'S nine

information service delivery modes.
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EXHIBIT V-182

Software and Services Market, Switzerland, 1993-1998

SF Millions

Subsector

93-98

OMon^ /o) lyyo

ProfGSSional SGrvices 910 950 1,000 8 1,390

Systems Integration 220 255 290 15 510

Systems Operations CODO /I 14

Prof;p^<;inn Sprvirp<? 7 OoU

Network Services 7 9 11.5 30 33

oystem
Software Products 725 750 765 5 975

Application

Software Products 430 480 540 14 910

Turnkey Systems 900 960 1,040 10 1,540

Equipment Services 1,310 1,340 1,370 2 1,510

Total (rounded) 5,200 5,500 5,850 8 8,200

Total (excluding

Equipment Sen/ices) 3,850 4,150 4,450 10 6,650

The Swiss Information Services market is forecast by INPUT to grow from

$4.0 billion (ECU 3.1 billion) in 1993 to $5.9 billion (ECU 4.7 billion) in

1998. This is an average annual growth rate of 8%, similar to that of the

European market as a whole. As one would expect of a dominantly German
speaking nation, the pattern of business is very similar to Germany's, with

turnkey systems and application products larger than usual.

Exhibits V-183 onward give details of the forecasts for all the subsegments of

each delivery mode in the Swiss market for the period 1993-1998. Profes-

sional consulting services and network services growth in 1992 was below last

year's expectations.
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EXHIBIT V-1 83

Professional Services Market, Switzerland

SF Millions

Qi ih^pptnrOU OWw IV./

1

1QQ4
93-98

\^r\\J!\^ /Oj 1QQ8

IS Consulting 100 110 120 12 195

Education & Training 160 160 165 5 205

Software Development 650 675 715 8 980

Application Management 3 3 4 25 9

Total (rounded) 910 950 1,000 8 1,390

EXHIBIT V-1 84

Systems Integration Market, Switzerland

SF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 60 68 76 10 110

Application

Software Products 40 45 60 32 180

System
Software Products 20 20 23 12 35

Professional Services 95 115 125 8 170

Other Sen/ices 5 5 6 25 15

Total (rounded) 220 255 290 15 510

EXHIBIT V-1 85

Systems Operations Market, Switzerland

SF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 30 35 39 11 60

Application Operations 20 23 26 14 45

Desktop Services 4 5 6 26 16

Total (rounded) 54 63 71 14 121
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EXHIBIT V-186

Processing Services Marl<et, Switzerland

SF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 370 395 415 6 540

Utility Processing 17 17 17 2 19

Other Processing 40 44 49 11 73

Total (rounded) 425 455 480 7 630

EXHIBIT V-187

Network Services Marl<et, Switzerland

SF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 165 175 195 11
• 290

Network Applications 40 55DO 75 37 265

Network Management 7 9 11.5 30 33

Total (rounded) 210 240 280 20 590

EXHIBIT V-188

System Software Products Market, Switzerland

SF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 365 355 340 -1 320

Minicomputer 220 235 245 7 330

Workstation and PC 140 160 180 15 325

Total (rounded) 725 750 765 5 975
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EXHIBIT V-189

Application Software Products Market, Switzerland

SF Millions

OUUoCv./lv^i 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 64 63 62 -1 58

Minicomputer 125 135 150 10 220

Workstation and PC 240 280 330 18 635

Total (rounded) 430 480 540 14 910

EXHIBIT V-1 90

Turnkey Systems Market, Switzerland

SF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 465 485 515 7 695

Application
,

Software Products 160 180 200 14 340

System
Software Products 55 60 60 7 85

Professional Services 215 235 260 12 420

Total (rounded) 900 960 1,040 10 1,540

EXHIBIT V-1 91

Equipment Services Market, Switzerland

SF Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 780 785 790 1 820

Environmental Services 525 550 575 5 690

Total (rounded) 1,310 1.340 1,370 2 1,510
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4. Competitive Environment

The top ten vendors in the Swiss market for 1992 are listed in Exhibit V-192.

This listing is compiled using only the software and services revenues attrib-

utable to the domestic market in Switzerland, excluding exports and excluding

revenues from within any parent group or subsidiaries.

EXHIBIT V-192

Leading Vendors, Software and Services Switzerland,

1992

Estimated

Country Market

Country of Revenues' Share
Rank Vendor Origin (SF Millions) (Percent)

1 IBM U.S. 390 10.0

2 Telekurs Switzerland 215 5.5

3 Digital U.S. 190 4.9

4 Fides Switzerland 100 2.6

5 Reuters U.K. 95 2.4

6 Siemens-Nixdorf Germany 80 2.1

7 Microsoft U.S. 80 2.1

8 Unisys U.S. 75 1.9

9 Andersen Consulting U.S. 55 1.4

10 AT&T U.S. 45 1.2

Total Listed 1,325 34.0

Total market 3,900 100.0

* Software and services excludes equipment services

Two Swiss vendors feature in the list. Telekurs is a major European elec-

tronic information services vendor to the banking and finance sector. They
sell on-line financial information, trading systems, processing services and

related professional services.

An association of largely Swiss banks own Telekurs which is also responsible

for the Swiss computer centre where all payment transfers between Swiss

banks are executed.

Fides Informatics is part of the Fides Group which also includes a Trust

Division and a Management Consultancy. The company specialises in bank-

ing, insurance, health care, communications and industrial automation.
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L
Austria - Market Commentary

1. Introduction

Austria's population is 7.8 million, with a skilled labour force and a strong

industrial base at odds with its image of mountains and gemiitlichkeit. Manu-
facturing accounts for 26% of GDP, which, in 1992 at current prices and

current exchange rates, is estimated by OECD at US$ 1 85 billion, about 2.4%

of OECD European members' total GDP.

It is a member of the European Free Trade Association (EFTA) and will

therefore be part of the EEA (European Economic Area) when this is inaugu-

rated, probably in 1994. Under this, restrictions on trade and the movement of

capital between EC and EFTA countries will be largely removed.

Meantime Austria has made individual application for EC membership, which

will probably be negodated in time for it to join in 1995.

2. Economic Environment

GDP growth, among other things, has led to Austria being dubbed "one of

OECD's stars in recent years." In 1991 it bucked the European trend with 3%
expansion. 1992 saw growth at a lower level (1.5%,) a very slight increase in

inflation to 3.7%, around the average for the OECD. There was a small

current account deficit (0.2% of GDP.)

For the future, 1993 is expected to be a year of zero growth, with 1994 show-

ing a small growth at 1.5%. Inflation should fall below the OECD average by

1994 at 2.8%.

3. Information Services Industry

Exhibit V-193 shows the Austrian market for information services in local

currency broken down by delivery mode.
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EXHIBIT V-1 93

Software and Services Market, Austria, 1993-1998

Sch Millions

Sub<5PctorU ii^<Jww Iw 1 1992 1993 1994
93-98

CAGR(%) 1998

Prnfp^Qionjil .^Prvippc 3.390 3,610 3,880 6 4,900

Systems Integration 400 460 515 14 885

Systems Operations 155 175 205 16 360

Prnrp<?9inn Sprv/ipp<; 1,890 1,930 1,950 2 2,080

Nptwork Spr\/irp<5 30 40 50 30 150

oysiem
Software Products 2,820 2,980 3,160 6 3,940

Application

Software Products 1,760 2,000 2,280 13 3,750

Turnkey Systems 3,420 3,850 4,330 11 6,440

Equipment Services 4,600 4,740 4,840 1 5,090

Total (rounded) 19,100 20,500 22,100 7 29,000

Total (excluding

Equipment Services) 14,500 15,800 17,200 9 23,900

The market is forecast by INPUT to grow from $1.9 billion (ECU 1.5 billion)

in 1993 to $2.7 billion (ECU 2.1 billion) by 1998, a CAGR of 7% - just below

last year's forecast of 8%.

In comparison to the overall European market, Austria exhibits similar charac-

teristics to Germany with packaged application solutions - applications soft-

ware products and turnkey systems - more dominant in the business mix than

is usual.

Exhibits from Exhibit V-194 onward give details of the forecasts for all the

subsegments of each dehvery mode in the Austrian market for the period

1991-1998. Growth forecasts for professional services and environmental

services have both been heavily revised down since last year's report reflect-

ing greater caution in the economic outlook and the continued rise in pack-

aged solutions.
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EXHIBIT V-1 94

Professional Services Market, Austria

Sch Millions

Sijb<?pctor 1992 1994
93-98

w/^VJI 11 /OJ 1998

IS Consulting 430 470 520 10 750

Education & Training 405 420 440 4 520

Software Development 2,540 2,700 2,900 6 3,600

Application Management 10 15 17 16 31

Total (rounded) 3,390 3,610 3,880 6 4,900

EXHIBIT V-195

Systems Integration Marlcet, Austria

Sch Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 110 125 135 8 185

Application

Software Products 70 85 110 30 320

System
Software Products 30 34 38 12 59

Professional Services 180 205 220 8 295

Other Services 10 10 12 20 25

Total (rounded) 400 460 515 14 885

EXHIBIT V-1 96

Systems Operations Market, Austria

Sch Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 65 75 85 13 140

Application Operations 60 65 75 13 120

Desktop Services 30 35 45 23 100

Total (rounded) 155 175 205 16 360
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EXHIBIT V-1 97

Processing Services Market, Austria

Sch Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 1,670 1,700 1,730 2 1,860

Utility Processing 72 70 68 -2 59

Other Processing 150 155 155 1 165

Total (rounded) 1,890 1,930 1,950 2 2,080

EXHIBIT V-1 98

Network Services Market, Austria

Sch Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 570 610 665 8 900

Network Applications 105 135 175 29 480

Network Management 30 40 50 30 150

Total (rounded) 705 785 890 14 1,530

EXHIBIT V-1 99

System Software Products Market, Austria

Sch Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 1,300 1,300 1,300 0 1,230

Minicomputer 910 970 1,040 6 1,300

Workstation and PC 610 710 820 15 1,410

Total (rounded) 2,820 2,980 3,160 6 3,940
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EXHIBIT V-200

Application Software Products Market, Austria

Sch Millions

oUDsecTor 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 175 175 175 0 165

Minicomputer 530 580 640 9 880

Workstation and PC 1,050 1.240 1,460 2,700

Total (rounded) 1.760 2,000 2,280 13 3,750

EXHIBIT V-201

Turnkey Systems Marlcet, Austria

Sch Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 1730 1905 2090 8 2805

Application

Software Products 630 735 860 15 1,480

System
Software Products 200 220 240 8 320

Professional Services 860 990 1,140 13 1,830

Total (rounded) 3,420 3,850 4,330 11 6,440

EXHIBIT V-202

Equipment Services Market, Austria

Sch Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

Equipment Maintenance 3,050 3,110 3,140 1 3,260

Environmental Services 1,550 1,630 1,700 2 1,830

Total (rounded) 4,600 4,740 4,840 1 5,090
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4. Competitive Environment

Exhibit V-203 lists the top vendors in the Austrian market for 1992.

IBM is the largest information services vendor in Austria with the merged

Siemens-Nixdorf (SNI) still generating attributable revenues of less than half

those of the market leader. Neither company has grown as significantly as its

major Austrian competitors in the past three years. In fact, SNI probably

suffered some loss of client base to competitors during the uncertain period

after the takeover.

Digital Equipment moved rapidly up the rankings when it acquired the

Mannesmann Kienzle business. The initiative to sell to small and medium
enterprises has not been as successful as was hoped.

Management Data is a twenty-one year old company operating out of Vienna,

Innsbruck, Salzburg, Germany, Hungary, U.K. and Singapore. It has a net-

work of agents across the rest of Europe, Japan and South Africa. Its main

specialisation is International Banking software primarily selling this as

turnkey systems.

Dataservice is a wholly-owned subsidiary of an Austrian Bank. It has a

strong PC orientation as well as a wide range of processing services, and

specialises in banking, insurance and manufacturing systems. Beko has an

engineering bias across a wide range of platforms and specialises in manufac-

turing,, laboratory and general business administration systems.

EXHIBIT V-203

Leading Vendors, Software and Services Austria, 1992

Estimated

Country Market

Country of Revenues' Share
Rank Vendor Origin (Sch Millions) (Percent)

1 IBM U.S. 1,520 10.5

2 Siemens-Nixdorf Germany 700 4.8

3 Digital U.S. 455 3.1

4 Management Data Austria 400 2.8

5 EDV Austria 370 2.6

6 Beko Austria 350 2.4

1 Data-Service Austria 350 2.4

8 Unisys U.S. 270 1.9

9 GRZLinz Austria 250 1.7

10 Microsoft U.S. 235 1.6

Total Listed 4,900 33.8

Total market 14,500 100.0

' Software and services excludes equipment services
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M
Spain - Market Commentary

1. Introduction

Spain's population is 39 million and its work force 14.6 million (32% female).

It joined the EC in 1986, and enjoyed considerable (5% plus per year) growth

in the late 1980s. A land area of over 500,000 km makes it the second largest

country in Europe (after France). Traditional agriculture, a rapidly expanding

industrial sector, and continuing foreign exchange earnings from tourism

contributed to growth.

Spain joined the European Community (EC) in 1986. Since then the country

has exhibited the fastest growth of the larger nations of the Community,
catching up from a less developed position.

GDP in 1992 at current prices and current exchange rates is estimated by

OECD at US$ 574 billion, about 7% of OECD European members' total

GDP.

With a software and services market of Ptas 390 billion (US$ 3.6 billion) in

1992, Spain is the seventh largest market in Europe.

2. Economic Environment

Growth rate has slowed in recent years, but at 2.4% it still exceeded the EC
average, keeping Spain among the leaders in growth in 1991. But in 1992

growth slowed to 1.0%. The current account deficit remained constant at

6.2% of GDP, compared with the EC average of 1.0%. Inflation rates re-

mained above the OECD average at 5.9%. Unemployment increased by two

points to 18.4%. The peseta was devalued, whilst remaining in the ERM.

Whilst some of the downturn is seen as the result of the general situation in

Europe (70% of Spanish exports are to other EC countries), the other factor is

the deflationary policy pursued by government. In 1993 recession is forecast

(0.5% GDP drop). Inflation will decline and by 1994 will be (at 3.8%) in

sight of the OECD average of 3.3%. Unemployment will persist at high levels

for the foreseeable future, one forecast for 1997 is for 18%. The current

account deficit should improve to around 4% of GDP in 1994, but no surplus

is yet on the horizon.

3. Information Services Industry

The Information Services industry in Spain is sharing in the general difficul-

ties of the economy. INPUT forecasts the Spanish market will reach 435

billion pesetas (Ptas) ($3.9 billion or ECU 3.1 billion) in 1993, and will grow

at an average of 1 1% per annum to reach over 710 billion Ras ($6.5 billion or

ECU 5.1 billion) by 1998.

lEU-MMF Copyright 1993 by INPUT. Reproduction Prohibited. V-129



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

Exhibit V-204 shows the detailed forecast by INPUT delivery mode in the

local currency. The Spanish market is strong in professional services with IS

consulting, systems integration, applications software and turnkey systems

exhibiting good market growth.

EXHIBIT V-204

Software and Services Market, Spain, 1 993-1 998

Ras Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

r lUlcoolUllctI OtJIVIOco OA AAA r\A AAA AO AAAyy.uuu y 1 /H AAA
1 41 ,UUU

Sv^tpm^ Intpnrfltinnwyoioi 1 lo II iib^i dii^i 1 20,000 24,000 29,100 22 65,100

Systems OpGrations A CAA C OAA a OAA 1 Qlo i O H AAlUU

Prof;p<?<;lnn Spr\/irp<? 31,600 33,400 35,000 6 44,100

Network Services 1,600 2,000 2,500 25 6,200

System
Software Products 47,900 50,900 55,200 9 79,800

Application

Software Products 33,500 38,500 44,500 16 82,000

Turnkey Systems 51,200 55,700 62,500 12 99,300

Equipment Services 109,000 116,500 124,000 6 153,000

Total (rounded) 399,000 435,000 478,000 11 717,000

Total (excluding

Equipment Services) 290,000 318,000 354,000 12 564,000

Detailed local currency forecasts of the components making up each delivery

mode in the Spanish market are shown in Exhibit V-205 onwards for the

period 1992-1997.

In the professional services sector, IS consuUing was down in 1992 some 4%
below last year's prediction due to the uncertainty in the business climate.

However, long-term expectations remain relatively unchanged. The propen-

sity of Spanish companies to opt for a custom developed solution is giving

way to greater use of pre-built application products. But custom software

project demand is still expected to grow much more rapidly than elsewhere in

Europe.
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The systems integration growth rate has been revised up from 18% to 21%.
INPUT has also revised upward the size of the systems integration market in

Spain as a result of new revenue data from vendors. The extensive use of

standard software products within systems integration projects had previously

been underestimated.

Processing services is forecast to grow faster (at 6%) than the average for the

European market (4%). Processing services in Spain are still important

especially in the financial services sectors of banking, securities and insur-

ance.

Network applications services are expected to show a high growth rate (24%
pa) over the five-year period. The use of the services is less highly developed

in Spain than in the larger country markets, but Spain is intent on catching up

in this as in many other areas. The public telecommunications operator

(PTO), Telefonica SA, is making considerable investments in the country's

infrastructure and has also a strong presence in the information services

industry.

Applications software in Spain is a strong market at the lower end of the

system price range where multi-user or networked microcomputers are being

installed with proprietary software products from multi-national vendors. The
attractiveness of the pre-built solution is likely over our forecast period to

increase in the mainframe and minicomputer sectors, as open systems based

on UNIX and networks are installed to replace older and larger systems

(downsizing).

Turnkey systems has always been a strong sector in Spain due to the number
of small systems platforms being sold into the country's large number of

relatively small companies. It is expected to continue with good growth as

many small enterprises install their first company systems. Average prices for

new installations are expected to continue falling.

EXHIBIT V-205

Professional Services Market, Spain

Ptas Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 11,800 13,600 15,800 17 29,500

Education & Training 8,500 8,800 9,150 5 11,100

Software Development 63,400 68,000 73,000 8 99,000

Application Management 330 550 680 24 1,590

Total (rounded) 84,000 91,000 99,000 9 141,000
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EXHIBIT V-206

Systems Integration Market, Spain

Ptas Millions

1992 1993 1994

93-98

CAGR(%) 1998

dLJUipi 1 mi 11 5,400 6,500 7,600 16 13,700

Annlipntir»nM|J}JIIOclllUI 1

Software Products 3,600 4,300 6,100 40 23,400

System
Software Products 1,400 1,900 2,300 19 4,550

Professional Services 9,200 10,800 12,500 15 21,400

Other Services 400 480 600 33 2,000

Total (rounded) 20,000 24,000 29,100 22 65,100

EXHIBIT V-207

Systems Operations Market, Spain

Ptas Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 2,200 2,600 3,000 17 5,700

Application Operations 2,000 2,350 2,750 17 5,250

Desktop Services 300 375 465 25 1,150

Total (rounded) 4,500 5,300 6,200 18 12,100

EXHIBIT V-208

Processing Services Market, Spain

Ras Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 26,900 28,500 29,900 6 37,800

Utility Processing 2,050 2,100 2,150 3 2,400

Other Processing 2,600 2,800 2,950 7 3,850

Total (rounded) 31,600 33,400 35,000 6 44,100
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Network Services Market, Spain

Ptas Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 1 1 ,500 12,500 13,900 10 20,400

Network Applications 4,000 4,900 6,100 24 14,200

Network Management 1,600 2,000 2,500 25 6,200

Total (rounded) 17,100 19,400 22,500 16 40,800

System Software Products Market, Spain

Ras Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 21 ,000 20,800 21 ,000 1 21 ,800

Minicomputer 16,500 18,000 20,000 11 30,400

Workstation and PC 10,400 12,100 14,200 18 27,600

Total (rounded) 47,900 50,900 55,200 9 79,800

Application Software Products Market, Spain

Ptas Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 3,100 3,050 3,100 1 3,250

Minicomputer 10,100 11,000 12,200 11 18,400

Workstation and PC 20,500 24,200 29,000 20 60,100

Total (rounded) 33,500 38,500 44,500 16 82,000
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EXHIBIT V-21

2

Turnkey Systems Market, Spain

Ras Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 25500 27000 29500 9 41700

Application

Software Products 10,100 11,400 13,200 16 23,900

System
Software Products 3,100 3.300 3.650 10 5,400

Professional Services 12.500 14.000 16.100 15 28,300

Total (rounded) 51,200 55,700 62.500 12 99,300

EXHIBIT V-213

Equipment Services Market, Spain

Ras Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 75,100 78,900 82,800 4 95,000

Environmental Services 34,000 37,400 41,100 9 58,100

Total (rounded) 109,000 116,500 124,000 6 153,000

4. Competitive Environment

Exhibit V-214 lists the top ten vendors in the Spanish market as measured on

their 1992 (or equivalent 1992) revenues. It has been compiled using only the

software and services revenues attributable to the domestic market in Spain,

and excludes exports and revenues gained from within any parent group

companies.
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Leading Vendors, Software and Services Spain, 1992

Estimated

Country Market

Country of Revenues Share
Rank Vendor Origin (Ptas Millions) (Percent)

1 IBM U.S. 26,500 9.1

2 Eritel Spain 14,400 5.0

3 Digital U.S. 10^300 3.6

4 Andersen Consulting U.S. 9,500 3.3

5 Logic Control Spain 9^200 3.2

6 CISI France 7,300 2.5

7 Iberimatica Spain 6,500 2.2

8 Siemens-Nixdorf Germany 6,300 2.2

9 Olivetti Italy 6,000 2.1

10 Microsoft U.S. 6,000 2.1

Total Listed 102,000 35.2

Total market 290,000 100.0

As in most other countries IBM heads the list in software and services rev-

enues, strongly assisted by its large component of systems software product

revenues. IBM's strengths in Spain include also PC-level product sales,

systems integration and network services.

Eritel is now the largest of the indigenous computer services vendors, having

been formed as a merger between two companies, Entel and Eria, the latter

having previously acquired a third company, Ceninsa, of comparable size.

Eritel is owned by the INI state holding company and Telefonica, the Spanish

PTO. Its strategic thrusts are in the areas of systems integration, consultancy

and other professional services.

Logic Control is a market leader in the standard microcomputer hardware and

software markets. Ibermatica is part-owned by Eritel and specialises in

financial services applications. The high proportion of foreign vendors illus-

trates the eagerness of the large players in Europe to participate in the Spanish

market.
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N
Central and Eastern Europe - Market Commentary

1. Introduction

The opening up of trade between Eastern and Western Europe promises new
opportunities in software and services. Rather than developing overnight it is

likely to take a decade before new trading patterns have been established.

E^UT estimates that the Eastern European market for software, services and

maintenance was nearly $670 billion in 1992.

For the purposes of INPUT'S forecasts. Central and Eastern Europe is defined

as Albania, Bulgaria, Czechoslovakia, Poland, Romania, the Baltic States

(Estonia, Latvia and Lithuania), the independent states emerging from the

break-up of Yugoslavia, and the new Commonwealth, which was established

in January 1992 after the dissolution of the Soviet Union (Byelorussia, the

Russian Federation, Ukraine and the other republics in Europe).

2. Economic Environment

Country Population GDP GDP per Capita

(Millions) (US$ B) (US$ K)

Albania 3.3 2.0 0.6

Bulgaria 9.0 9.9 1.1

Czech Rep 10.3 25.7 2.5

Hungary 10.5 31.4 3.0

Poland 38.4 153.5 4.0

Romania 23.2 15.0 0.7

Russia 148.8 230.6 1.6

Slovak Rep 5.3 10.1 1.9

Slovenia 2.0 12.0 6.0

The pace of change in Central and Eastern Europe has continued unabated

during 1992 and 1993.

Inflation has risen dramatically in all these countries as prices are freed of

restrictions. The economic recession worsens as workers are laid off from all

uneconomic, until lately state-owned enterprises. High external debts and

lack of hard currency make it difficult for these countries to attract external

investment or to 'prime the pump' of new industries by making external

purchases.

Most of the hordes of Western advisers and consultants that flocked into the

newly fi-eed countries in 1989 and 1990 left again in 1991 and 1992. Their

over-optimistic initial reactions were replaced by equally excessive predic-

tions of catastrophe. Certainly they leamed that a command economy cannot

be converted overnight into a market economy. Nevertheless, a significant

pent-up requirement for information systems, products and services remains.
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3. Information Services Industry

The total market size for information services (including software, software

services and equipment services) for 1992 was revised up 70% to reflect the

unexpected level of systems integration contracts placed. Growth of 22% in

1992 will give a forecast market of $815 million. By 1998 the market is

expected to reach $2 billion with an average annual growth rate of 21%. This

assumes reasonable economic progress in the most important country markets,

namely:

• Czech Republic

• Poland
• Hungary
• Ukraine
• Russian Federation

Exhibits V-215 onward give the breakdown of the market by service mode as

defined by INPUT. In comparison to the rest of Europe the market for soft-

ware and services is embryonic in Central and Eastern Europe. As a result

INPUT anticipates a relative rafpid rise in nearly all sectors.

The systems integration sector is booming in Central and Eastern Europe.

Major contracts are being placed to establish financial trading, processing and

communications infrastructures. This has been especially true in the Czech

Republic.

Equipment services is the second largest delivery mode and the forecast

growth reflects the opportunity to sell large volumes of current technology

hardware products into the region. Applications and systems software prod-

ucts are expected to benefit similarly with very positive growth. Systems

integration projects will follow the natural adoption of open systems and PCs
and the demand for relatively complex systems based on these leading-edge

technologies.

Processing and network services will remain fairly small sectors. Systems

operations will be an important way to support existing public sector data

centres that may have no captive market after privatisation.

4. Competitive Environment

Telecommunications infrastructures are woefully inadequate in all Eastern

European countries. New systems and improvements are being obtained by

installing cellular-based mobile networks either before or alongside fixed

network projects. Banking systems are also being installed to help establish

westem standards of financial trading services. Lx)gistics is the third key area

of infrastructure investment, but is likely to be the last to be funded. German
vendors are particularly well placed to develop business in Central and East-

em Europe.
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EXHIBIT V-215

Software and Services Market, Central and Eastern

Europe, 1993-1998

USD Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Professional Services 52 62 72 18 139

Systems Integration 250 325 375 22 880

Systems Operations 9 14 19 47 95

Processing Services 14 171 / 21 36 79

Network Services 1 2 1 38 10

System
' Software Products 48 58 73 29 208

Application

Software Products 69 80 94 16 165

Turnkey Systems 18 22 29 27 72

Equipment Services 205 230 260 14 450

Total (rounded) 670 815 950 21 2,120

Total (excluding

Equipment Services) 465 585 690 23 1,670

Electronic mail already has over 15,(XX) subscribers in Russia from among
what were parts of the previous state apparatus. Privatisation will bring many
similar state-funded systems to the open market.

Local distributors stress the need to reinvest profits locally in order to counter

the vicious circle that follows when technology imports are transferred into

inflating economies. Nantucket and Lotus are two software companies that

set up local offices and distributor/dealer networks in the former U.S.S.R.

Andersen Consulting 's activities include implementing distribution systems.

AT&T NCR has interests in govemment and banking sectors. ICL has been

long established in Russia and Poland. IBM and Unisys have announced

contract awards. In early 1992 Digital opened its Moscow office.
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INPUT believes many opportunities will be created by working closely with

partners in local industry and local government in Eastem European countries.

At the strategic level, these countries have the chance to leap-frog technology

generations and establish electronic commerce-based businesses in what are

effectively 'green-field site' economies. Innovative thinking based on part-

nerships between Western service-orientated companies and local post-

communist, neo-capitalist entrepreneurs is the way forward for economies

that do not have time to tread the long path beaten by advanced Westem
industrial nations.

EXHIBIT V-21

6

Professional Services Market, Central and Eastern

Europe

USD Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 2 2 2 0 2

Education & Training 30 36 42 17 80

Software Development 20 24 28 19 57

Application Management 0.1 0.1 0.1 0 0.1

Total (rounded) 52 62 72 18 139

EXHIBIT V-21

7

Systems Integration Market, Central and Eastern Europe

USD Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 70 90 100 16 185

Application

Software Products 45 60 80 39 315

System
Software Products 20 25 30 19 60

Professional Services 110 145 160 15 295

Other Services 5 5 7 38 25

Total (rounded) 250 325 375 22 880
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Systems Operations Market, Central and Eastern Europe

USD Millions

oUDSGCtOr 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 5 7 9 38 35

Application Operations 3 5 7.5 58 50

Desktop Services 1 2 2.5 38 10

Total (rounded) 9 14 19 47 95

Processing Services Market, Central and Eastern

Europe

USD Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 8 9 11 18 21

Utility Processing 4.5 5 5 10 8

Other Processing 1.5 2.5 5 82 50

Total (rounded) 14 17 21 36 79

Network Services Market, Central and Eastern Europe

USD Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 0.5 0.5 1 48 3.5

Network Applications 1.5 2.5 3.5 50 19

Network Management 1 2 1 38 10

Total (rounded) 3 5 6 46 33

Copyright 1993 by INPUT. Reproduction Prohibited. lEU-MMF



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

System Software Products Market, Central and Eastern

Europe

USD Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 15 15 16 6 20

Minicomputer 15 18 23 25 56

Workstation and PC 18 25 34 39 132

Total (rounded) 48 58 73 29 208

Application Software Products Market, Central and
Eastern Europe

USD Millions

•

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 10 10 11 2 11

Minicomputer 23 26 30 13 48

Workstation and PC 36 44 53 19 106

Total (rounded) 69 80 94 16 165

Turnkey Systems Market, Central and Eastern Europe

USD Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 9 11 14 25 33

Application

Software Products 3 4 5 27 13

System
Software Products 1 1 2 32 4

Professional Services 5 6 8 30 22

Total (rounded) 18 22 29 27 72
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Equipment Services Market, Central and Eastern Europe

USD Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 160 180 205 13 330

Environmental Services 45 48 53 20 120

Total (rounded) 205 230 260 14 450
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o
Rest of Europe - Market Commentary

1. Introduction

The market designated as the Rest of Europe was valued at $1.3 billion in

1992. It primarily consists of three member countries of the EEC: Portugal,

Greece, and Ireland. Portugal and Greece each have populations of around 10

million whereas Ireland has only 3.5 million.

GDP in 1992 at current prices and current exchange rates is estimated by
OECD as follows:

• Portugal US$ 84 billion

• Greece US$ 79 billion

• Ireland US$46 billion

In total this represents about 2.7% of OECD European members' total GDP.

2. Economic Environment

Portugal's growth rate (2.2%) in 1991 again exceeded EC and OECD aver-

ages, but so did inflation rate at 1 1.3%. Continued steady growth rates are

forecast, along with a small improvement in inflation.

Greece's 1991 growth rate (1.8%) was clearly positive after the 1990 figure at

around zero. Consumer price inflation improved marginally, but at 18.8%

was almost four times the EC average. Current forecasts are for continued

modest real growth combined with stubbornly persisting current account

deficits and inflation declining to around 10% in 1994.

Of the three, Ireland had the highest growth rate (1.7%). But inflation was
much lower at 3.2%, better than the OECD and EC averages. It also had high

unemployment at around 15%. Forecasts indicate growth rates not far from

2% in 1992 and 1993, with inflation just above 3%. A small continuing

surplus on the current account is predicted.

3. Information Services Industry

The software and services market is relatively healthy in all three countries.

The following Exhibits give forecasts in local currencies and are based on

available economic data for each country.

Portugal is expected to grow overall from $320 million (ECU 260 million) in

1993 to $660 million (ECU 530) miUion by 1998, a CAGR of 15% including

inflation.
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In the same period Greece will also increase at 15% CAGR from $370 million

(ECU 290 million) to $740 million (ECU 580 milUon).

Ireland is forecast to grow from $710 million (ECU 560 million) to $1,040

million (ECU 830 million), a CAGR of 8%.

Software and Services Market, Portugal, 1993-1998

Esc Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Professional Services 6,000 7,200 8,400 16 14,800

Systems Integration 1,500 1,830 2,160 20 4,560

Systems Operations 275 330 390 19 780

Processing Services 2,900 3,400 3,950 16 7,100

Network Services 100 125 160 27 410

System
Software Products 4,150 4,800 5,650 17 10,650

Application

Software Products 2,250 2,750 3,350 22 7,300

Turnkey Systems 4,900 5,750 6,800 20 14,150

Equipment Services 15,700 17,000 18,700 9 26,000

Total (rounded) 38,800 44,600 51,400 15 91,600

Total (excluding

Equipment Services) 23,100 27,600 32,700 19 65,600

Professional Services Market, Portugal

Esc Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 805 990 1,190 20 2,450

Education & Training 680 800 920 14 1,540

Software Development 4,550 5,400 6,250 15 10,800

Application Management 0.1 0.1 0.1 0 0.1

Total (rounded) 6,000 7,200 8,400 16 14,800
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EXHIBIT V-227

Systems Integration Market, Portugal

Esc Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 410 500 570 14 960

Application

Software Products 270 330 450 38 1,640

System
Software Products 120 150 175 16 320

Professional Services 670 810 920 13 1,510

Other Services 30 35 45 29 125

Total (rounded) 1,500 1,830 2,160 20 4,560

EXHIBIT V-228

Systems Operations Market, Portugal

Esc Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 120 140 165 18 315

Application Operations 95 115 135 19 275

Desktop Services 60 73 90 21 190

Total (rounded) 275 330 390 19 780

EXHIBIT V-229

Processing Services Market, Portugal

Esc Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 2,550 2,950 3,450 16 6,100

Utility Processing 120 140 150 10 230

Other Processing 240 290 360 22 770

Total (rounded) 2,900 3,400 3,950 16 7,100
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EXHIBIT V-230

Network Services Market, Portugal

Esc Millions
^

Subsector 1992 1993 1994 CAGR(%) 1998

Electronic

Information Services 760 960 1,250 29 3,390

Network Applications 280 400 580 44 2,510

Network Managenfient 100 125 160 27 410

Total (rounded) 1,150 1,500 2,000 33 6,300

EXHIBIT V-231

System Software Products Market, Portugal

Esc Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 1,900 2,050 2,250 9 3,100

Minicomputer 1,400 1,650 2,000 20 4,050

Workstation and PC 860 1,080 1,380 27 3,520

Total (rounded) 4,150 4,800 5,650 17 10,650

EXHIBIT V-232

Application Software Products Market, Portugal

Esc Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 190 210 240 11 360

Minicomputer 650 800 950 19 1,900

Workstation and PC 1,400 1,750 2,150 24 5,050

Total (rounded) 2,250 2,750 3,350 22 7,300
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EXHIBIT V-233

Turnkey Systems Market, Portugal

Esc Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 2450 2800 3200 15 5650

Application

Software Products 920 1,140 1,410 25 3,480

System
Software Products 260 300 360 19 710

Professional Services 1,250 1,500 1,850 23 4,300

Total (rounded) 4,900 5,750 6,800 20 14,150

EXHIBIT V-234

Equipment Services Market, Portugal

Esc Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 1 1 ,400 12,500 13,800 10 19,700

Environmental Services 4,250 4,500 4,900 7 6,300

Total (rounded) 15,700 17,000 18,700 9 26,000
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EXHIBIT V-235

Software and Services Market, Greece

Dra Millions

SubsGctor liWO iyy4

93-98
1 OQQ

ProfGS*?ional Sprvinp"? 15,900 18,100 20,800 16 37,600

Systems Integration 1,400 1,650 1,950 18 3,800

Systems Operations /uu Rtzr\ 1ftID

Processina Services o,oou 1 U.'tUU in

Network Services innlUU loo OP

Svstem
Software Products 9.900 11,100 12,600 15 22.200

Application

Software Products 5,700 6.900 8,400 23 19,100

Turnkey Systems 11,300 12,800 14,700 16 27,400

Equipment Services 9,300 9,800 10,300 5 12,500

Total (rounded) 65,000 74,000 84,000 15 149,000

Total (excluding

Equipment Services) 56,000 64,000 74,000 16 136,000

EXHIBIT V-236

Professional Services Market, Greece

Dra Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

IS Consulting 1,750 2,000 2.300 15 3,950

Education & Training 1,600 1.700 1,820 8 2,460

Software Development 12,500 14,400 16,700 17 31,200

Application Management 0.1 0.1 0.1 0 0.1

Total (rounded) 15,900 18,100 20,800 16 37,600
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EXHIBIT V-237

Systems Integration Market, Greece

Dra Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 380 445 500 12 800

Application

Software Products 250 300 410 35 1,350

System
Software Products 110 130 150 16 270

Professional Services 630 740 850 11 1,250

Other Services 30 35 45 26 110

Total (rounded) 1,400 1,650 1,950 18 3,800

EXHIBIT V-238

Systems Operations Market, Greece

Dra Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Platform Operations 350 400 460 15 800

Application Operations 230 260 300 14 500

Desktop Services 50 60 75 23 170

Total (rounded) 650 700 850 16 1,450

EXHIBIT V-239

Processing Services Market, Greece

Dra Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Transaction Processing 7,500 8,350 9,150 11 13,900

Utility Processing 380 410 430 6 560

Other Processing 670 740 800 10 1,180

Total (rounded) 8,550 9,500 10,400 10 15,650
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EXHIBIT V-240

Network Services Market, Greece

Dra Millions

Subsector 1992 1993 1994
yo-yo

CAGR(%) 1998

Electronic

Information Services 1,850 2,070 2,360 13 3,890

Network Applications 800 1,060 1,420 33 4,470

Network Management 100 130 165 28 455

Total (rounded) 2,750 3,250 3,950 22 8,800

EXHIBIT V-241

System Software Products Market, Greece

Dra Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 4,500 4,700 4,950 6 6,250

Minicomputer 3,200 3,650 4,250 16 7,700

Workstation and PC 2,200 2,710 3,380 25 8,260

Total (rounded) 9,900 11,100 12,600 15 22,200

EXHIBIT V-242

Application Software Products Market, Greece

Dra Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 580 610 640 5 780

Minicomputer 1,550 1,800 2,100 17 3,900

Workstation and PC 3,600 4,500 5,700 26 14,400

Total (rounded) 5,700 6,900 8,400 23 19,100
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Turnkey Systems Market, Greece

Dra Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment 5550 6100 6800 13 11100

Application

Software Products 2,150 2,550 3,000 20 6,400

System
Software Products 610 670 740 13 1,210

Professional Services 3,000 3,500 4,150 20 8,650

Total (rounded) 1 1 ,300 12,800 14,700 16 27,400

Equipment Services Market, Greece

Dra Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Equipment Maintenance 8,600 9,030 9,480 5 11,520

Environmental Services 720 760 800 5 970

Total (rounded) 9,300 9,800 10,300 5 12,500
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EXHIBIT V-245

Software and Services Market, Ireland, 1993-1998

IP Millions

Subsector •i OOQlyyo iyy4

93-98

L>Aon( /o) lyyo

Professional Services 90 95 101 8 142

Systems Integration 6 6.5 7.5 20 16

Systems Operations cO 7 17

Processing Services oo 0 ?7

Network Services 1 £.1 o.o

System
Software Products 59 61.5 64.5 6 83

Application

Software Products 45 51 58 14 98

Turnkey Systems 75 85 90 8 125

Equipment Services 61 63 65 1 66

Total (rounded) 390 420 445 8 615

Total (excluding

Equipment Services) 330 355 380 9 545

EXHIBIT V-246

Professional Services Market, Ireland

IP Millions

Subsector 1992 1993 1994
93-98

CAGR(%) 1998

IS Consulting 11 11 11.5 6 14.5

Education & Training 9 9 9.5 7 12.5

Software Development 70 75 80 9 115

Application Management 0.1 0.1 0.1 0 0.1

Total (rounded) 90 95 101 8 142
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Systems Integration Market, Ireland

IP Millions

93-98

Subsector 1992 1993 1994 CAGR(%) 1998

Equipment 1 7 1 85 2 R 2 75

Application

Software Products 0.7 1 1.4 43 6

System
Software Products 0.4 0.45 0.5 11 0.75

Professional Services 3 3 3.5 16 6.3

Other Services 0.01 0.01 0.01 0 0.01

Total (rounded) 6 6.5 7.5 20 16

Systems Operations Market, Ireland

IP Millions

93-98

Subsector 1992 1993 1994 CAGR(%) 1998

Platform Operations 3 3.5 4.5 23 10

Application Operations 1.1 1.5 2 25 4.5

Desktop Services 0.2 0.4 0.6 48 2.8

Total (rounded) 4 5 7 28 17

Processing Services Market, Ireland

IP Millions

93-98

Subsector 1992 1993 1994 CAGR(%) 1998

Transaction Processing 30 29 28 -2 25

Utility Processing 1 1 1 0 1

Other Processing 8 8.5 9 5 11

Total (rounded) 39 39 30 0 37
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EXHIBIT V-250

Network Services Market, Ireland

IP Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Electronic

Information Services 6 6.5 7.5 12 11.5

Network Applications 3 4 5 29 14.5

Network Management 1 1 1.5 27 3.3

Total (rounded) 10 12 14 19 29

EXHIBIT V-251

System Software Products Market, Ireland

IP Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 30 29 28 -2 25

Minicomputer 17 18.5 20 8 27.5

Workstation and PC 12 14 16.5 17 30.5

Total (rounded) 59 61.5 64.5 6 83

EXHIBIT V-252

Application Software Products Market, Ireland

IP Millions

Subsector 1992 1993 1994

93-98

CAGR(%) 1998

Mainframe 5 5 5 0 5

Minicomputer 12 13 14 8 19

Workstation and PC 28 33 39 18 74

Total (rounded) 45 51 58 14 98
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EXHIBIT V-253

EXHIBIT V-254

Turnkey Systems Market, Ireland

IP Millions

93-98

Subsector 1992 1993 1994 CAGR(%) 1998

Equipment 41 43.5 45.5 4 53.5

Application

Software Products 14 16 18.5 14 30.5

System
Software Products 3 3 3 0 3

Professional Services 18 20.5 23 12 36.5

Total (rounded) 75 85 90 8 125

Equipment Services Market, Ireland

•
IP Millions

93-98

Subsector 1992 1993 1994 CAGR(%) 1998

Equipment Maintenance 41 42 42.5 0 42

Environmental Services 20 21 22 3 24

Total (rounded) 61 63 65 1 66
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input's Definition ofTerms provides the framework for all of INPUT'S
market analyses and forecasts of the information services industry. It is

used for all U.S. programs. The structure defined in Exhibit A-1 is also

used in Europe and for the worldwide forecast.

One of the strengths of INPUT'S market analysis services is the consis-

tency of the underlying market sizing and forecast data. Each year INPUT
reviews its industry structure and makes changes if they are required.

When changes are made they are carefully documented and the new
definitions and forecasts reconciled to the prior definitions and forecasts.

INPUT clients have the benefit of being able to track market forecast data

from year to year against a proven and consistent foundation of defini-

tions.

1. Information Services

Information Services are computer/telecommunications-related products

and services that are oriented toward the development or use of informa-

tion systems. Information services typically involve one or more of the

following:

• Use of vendor-provided computer processing services to develop or run

applications or provide services such as disaster recovery or data entry

(called Processing Services)

• A combination of computer equipment, packaged software and associ-

ated support services which will meet an application systems need

(called Turnkey Systems)

A
Introduction

B

Overall Definitions and Analytical Framework
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• Packaged software products, including systems software or applications

software products (called Software Products)

• People services that support users in developing and operating their own
information systems (called Professional Services)

• The combination of products (software and equipment) and services

where the vendor assumes total responsibility for the development of a

custom integrated solution to an information systems need (called

Systems Integration)

• Services that provide operation and management of all or a significant

part of a user's information systems functions under a long-term contract

{called Systems Operations)

• Services that support the delivery of information in electronic form

—

typically network-oriented services such as value-added networks,

electronic mail and document interchange (called Network Applications)

• Services that support the access and use of public and proprietary infor-

mation such as on-line data bases and news services (called Electronic

Information Services)

• Services that support the operation of computer and digital communica-

tion equipment (called Equipment Services)

In general, the market for information services does not involve providing

equipment to users. The exception is where the equipment is part of an

overall service offering such as a tumkey system, a systems operations

contract, or a systems integration project.

The information services market also excludes pure data transport services

(i.e., data or voice communications circuits). However, where information

transport is associated with a network-based service (e.g., electronic data

interchange services), or cannot be feasibly separated from other bundled

services (e.g., some systems operations contracts), the transport costs are

included as part of the services market.

The analytical framework of the information services industry consists of

the following interacting factors: overall and industry-specific business

environment (trends, events and issues); technology environment; user

information system requirements; size and structure of information ser-

vices markets; vendors and their products, services and revenues; distribu-

tion channels; and competitive issues.
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2. Market Forecasts/User Expenditures

All information services market forecasts are estimates of User Expendi-

tures for information services. When questions arise about the proper

place to count these expenditures, INPUT addresses them from the user's

viewpoint: expenditures are categorized according to what users perceive

they are buying.

By focusing on user expenditures, INPUT avoids two problems which are

related to the distribution channels for various categories of services:

• Double counting, which can occur by estimating total vendor revenues

when there is significant reselling within the industry (e.g., software

sales to turnkey vendors for repackaging and resale to end users)

• Missed counting, which can occur when sales to end users go through

indirect channels such as mail order retailers

Captive Information Services User Expenditures are expenditures for

products and services provided by a vendor that is part of the same parent

corporation as the user. These expenditures are not included in INPUT
forecasts.

Non-captive Information Services User Expenditures are expenditures that

go to vendors that have a different parent corporation than the user. It is

these expenditures which constitute the information services market

analyzed by INPUT and that are included in INPUT forecasts.

3. Delivery Modes

Delivery Modes are defined as specific products and services that satisfy a

given user need. While Market Sectors specify who the buyer is, Delivery

Modes specify what the user is buying.

Of the nine delivery modes defined by INPUT, six are considered

primary products or services:

• Processing Services

• Network Services

• Professional Services

• Applications Software Products
• Systems Software Products
• Equipment Services
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The remaining three delivery modes represent combinations of these

products and services, combined with equipment, management and/or

other services:

• Turnkey Systems
• Systems Operations
• Systems Integration

Section C describes the delivery modes and their structure in more detail.

4. Market Sectors '

Market Sectors or markets are groupings or categories of the buyers of

information services. There are three types of user markets:

• Vertical Industry markets, such as Banking, Transportation, Utilities,

etc. These are called "industry-specific" markets.

• Functional Application markets, such as Human Resources,

Accounting, etc. These are called "cross-industry" markets.

• Other markets, which are neither industry- nor application-specific, such

as the market for systems software products and much of the on-line

data base market.

Specific market sectors used by INPUT are defined in Section E, below.

5. Trading Communities

Information technology is playing a major role in re-engineering, not just

companies but the value chain or Trading Communities in which these

companies operate. This re-engineering is resulting in electronic com-
merce emerging where interorganizational electronic systems facilitate the

business processes of the trading community.

• A trading community is the group or organizations—commercial and

non-commercial—involved in producing goods or services.

• Electronic commerce and trading communities are addressed in

input's EDI and Electronic Commerce ftogram.

6. Outsourcing

Over the past few years a major change has occurred in the way clients are

buying some information services. The shift has been labeled

outsourcing.
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INPUT views outsourcing as a change in the form of the client/vendor

relationship. Under an outsourcing relationship, all or a major portion of

the information systems function is contracted to a vendor in a long-term

relationship. The vendor is responsible for the performance of the

function.

INPUT considers the following submodes to be outsourcing-type relation-

ships and in aggregate to represent the outsourcing market. See Exhibit

A-1. Complete definitions are provided in Section C of this document.

INPUT provides these forecasts as part of the corresponding delivery

modes.

EXHIBIT A-1

Outsourcing Components
INPUTS View

Outsourcing

I

Systems Operations

Platforms

Operations

1

Professsional Services

Network

Management
Applications Management

Applications

Operations
Desktop

Services

• Platform Systems Operations - The vendor is responsible for managing

and operating the client's computer systems.

• Applications System Operations - The vendor is responsible for develop-

ing and/or maintaining a client's applications as well as operating the

computer systems.

• Network Management - The vendor assumes full responsibility for

operating and managing the client's data communications systems. This

may also include the voice communications of the client.
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• Applications Management/Maintenance - The professional services

vendor has full responsibility for developing and/or maintaining some or

all of the applications systems that a client uses to support business

operations. The services are provided on a long-term contractual basis.

• Desktop Services - The vendor assumes responsibility for the deploy-
ment, maintenance, and connectivity between the personal computers

and/or intelligent workstations in the client organization. The services

may also include performing the help-desk function. The services are

provided on a long-term contractual basis.

c ^
^

Delivery Modes and Submodes

Exhibit A-2 provides the overall structure of the information services

industry as defined and used by INPUT. This section of Definition of
Terms provides definitions for each of the delivery modes and their sub-

modes or components.

1. Software Products

INPUT divides the software products market into two delivery modes:

systems software and applications software.

The two delivery modes have many similarities. Both involve purchases

of software packages for in-house computer systems. Included are both

lease and purchase expenditures, as well as expenditures for work per-

formed by the vendor to implement or maintain the package at the user's

sites. Vendor-provided training or support in operation and use of the

package, if part of the software pricing, is also included here.

Expenditures for work performed by organizations other than the package

vendor are counted in the professional services delivery mode. Fees for

work related to education, consulting, and/or custom modification of

software products are also counted as professional services, provided such

fees are charged separately from the price of the software product itself.
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EXHIBIT A-2

CO
O)
CD

I
o
3

0)

CO
3
C
(0
0)
o

0)

CO

CQ

E

^ CO

CD (D

O)

to
CO

o
<D

CO
CO c
E .9

coo.

03 CO

CO O)

c
o
CO
CO
CD

CD

2 CO
Q_

E.o

UJ

(D E

I- CO

CO

^ CD COO V-5 ™ ^

til
ScO CL
<

CO CD CO

E

CO ctr g
CO CO CL

o o
§ TO CD

•
" E 9

Ifl
LU ^ CO

c
g
CO

CO —

CO
£=
o

i =
CD Q.z <

I-

Q-
Z

5

03
x:

!

CO
c

E.2
o 5
JO Q.
Q.O

I

(O
c: CO

COO CO

Q. 03

<o
I

CL ^
a o
CO c
CD CDQ CO

o

I

E
CD
D)
CO
c
CO

c
03

E
.Q.
'3

CT
LU

I

C5)

3
CO
c
O
o

03 CO

JoB

o 2
CO Q-

I

03
c

co.E
CJ c

LU h-

CO
c
— CO
CO 03

^ >
2 Q
Q. CO

^0)
03 O

P R 2

03

O
I

- Q-c
CO _0 03

5 03 H
O 03 CO

CO Q ^
I

c o o
0 E
CO ^

— 2 H
q" CO CO

03

03 J5

IIor CT3

CO

H
03

E CO
cr 03o o

C 03
UJ CO

I

c
03

E
- Q.

cr
LU

I

03

E
CO

'cO

03

E
CO

c
'cO

03 CO

o 2
CO CL

I

L_
03

3
Q.
E
o
g
"c

CO
c
O CO
CO 03
CO o

2 g
Q_ CO

I

c
o

CO

^ CL
I

03

3
D.
E
o
g
'c

c
o

^ CL

lEU-MMF © 1993 by INPUT. Reproduction Prohibited. A-7



EUROPEAN MARKET FORECAST FOR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

a. Systems Software Products

Systems software products enable the computer/communications system

to perform basic machine-oriented or user interface functions. INPUT
divides systems software products into three submodes. See Exhibit A-3.

EXHIBIT A-3

Systems Software Products
Market Structure

• Access Control
• Communications Monitors
• Micro-Mainframe Links
• Network Control
• Operating Systems
• Security Systems
• System Library Control
• Windowing Systems
• Other

Systems
Software

Data Center

Management

Capacity Management
Computer Operations
Scheduling

Data Center Management
Disk Management
Downtime/Repair
Monitoring Management
Job Accounting

Performance Monitors

Tape Management
Utilities

Other

Applications

Development Tools

Program Development
and Production Tools

Applications Generators
Assemblers
Automatic Documentation
Configuration Management
Debugging Aids

Languages
(All Generations)

Systems Development
Control

Retrieval Systems
Translators

4GL
l-CASE
Other

Data Base
Management Systems

Data Base Management
Systems
Data Dictionaries

Other
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• Systems Control Products - Software programs that manage computer

system resources and control the execution of programs. These products

include operating systems, emulators, network control, library control,

windowing, access control, and spoolers.

• Operations Management Tools - Software programs used by operations

personnel to manage the computer system and/or network resources and

personnel more effectively. Included are performance measurement, job

accounting, computer operation scheduling, disk management utilities,

and capacity management.

• Applications Development Tools - Software programs used to prepare

applications for execution by assisting in designing, programming,

testing, and related functions. Included are traditional programming
languages, 4GLs, data dictionaries, data base management systems,

report writers, project control systems, CASE systems and other devel-

opment productivity aids.

INPUT also forecasts the systems software products delivery mode by

platform level: mainframe, minicomputer and workstation/PC.

b. Applications Software Products

Applications software products enable a user or group of users to support

an operational or administrative process within an organization. Examples

include accounts payable, order entry, project management and office

systems. INPUT categorizes applications software products into two

groups of market sectors. (See Exhibit A-4.)

• Industry Applications Software Products - Software products that per-

form functions related to fulfilling business or organizational needs

unique to a specific industry (vertical) market and sold to that market

only. Examples include demand deposit accounting, MRPII, medical

record keeping, automobile dealer parts inventory, etc.

• Cross-Industry Applications Software Products - Software products that

perform a specific function that is applicable to a wide range of industry

sectors. Examples include payroll and human resource systems, ac-

counting systems, word processing and graphics systems, spreadsheets,

etc.

INPUT also forecasts the applications software products delivery mode by

platform level: mainframe, minicomputer and workstation/PC.
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EXHIBIT A-4

Application Products and Turnkey Systems

1

Applications

Software Products

Turnkey

Systems

Office

Systems
Accounting

• integrated • General Ledger

Office Systems • Accounts Payable
• Word Processing • Accounts
• Desktop Receivable

Publishing • Billing/Invoicing

• Image Systems • Costing

• Electronic • Fixed Assets
Publishing

• International
• Document Accounting
Imaging

Software
• Purchasing

• Taxation

Human
Resources

Education &
Training

Human
Resources

Management

Payroll

Benefits

Computer-Based

Training

Authoring

Languages

Engineering &
Scientific

Other

Cross-Industry

Executive

Information Systems

Financial Modeling

and Planning

Spreadsheets

Project Management

Computer-Aided

Design and

Engineering

Structural Analysis

Statistics/

Mathematics/

Operations Research

Mapping

Marketing

Management

Sales Analysis

• Discrete

Manufacturing

• Process

Manufacturing

• Transportation

Services

• Utilities

• Telecommuni-

cations

• Retail

Distribution

• Wholesale

Distribution

• Banking and

Finance

• Insurance

• Health Services

• Education

• Business and

Technical

Services

• Federal

Government

• State and Local

Government

• Miscellaneous

Industries
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2. Turnkey Systems

A turnkey system is an integration of equipment (CPU, peripherals, etc.),

systems software, and packaged applications software into a single prod-

uct developed to meet a specific set of user requirements. Value added by

the turnkey system vendor is primarily in the software and professional

services provided. INPUT categorizes tumkey systems into two groups of

market sectors as it does for applications software products. (See Exhibit

A-4.)

Most CAD/CAM systems and many small business systems are tumkey

systems. Tumkey systems utilize standard computers and do not include

specialized hardware such as word processors, cash registers, process

control systems, or embedded computer systems for military applications.

Computer manufacturers (e.g., IBM or DEC) that combine software with

their own general-purpose hardware are not classified by INPUT as

tumkey vendors. Their software revenues are included in the appropriate

software category.

Most tumkey systems are sold through channels known as value-added

resellers.

• Value-Added Reseller (VAR): A VAR adds value to computer hardware

and/or software and then resells it to an end user. The major value

added is usually applications software for a vertical or cross-industry

market, but also includes many of the other components of a tumkey
systems solution, such as professional services, software support, and

applications upgrades.

Tumkey systems have three components:

• Equipment - computer hardware supplied as part of the tumkey system

• Software products - prepackaged systems and applications software

products

• Professional services - services to install or customize the system or train

the user, provided as part of the tumkey system sale

Exhibit A-5 contrasts tumkey systems with systems integration. Tumkey
systems are based on available software products that a vendor may
modify to a modest degree.
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The Customization Spectrum

Systems
Integration

Custom
Turnkey

Turnkey

Degree of Customization

100% 50% 25% 0%

3. Processing Services

This delivery mode includes three submodes: transaction processing,

utility processing, and "other" processing services. See Exhibit A-6.

Processing Services Market Structure

Processing Services

— Transaction Processing

— Uitlity Processing

Other Processing Services

• Transaction Processing - Client uses vendor-provided information

systems—including hardware, software and/or data networks—at the

vendor site or customer site to process specific applications and update

client data bases. The applicadon software is typically provided by the

vendor.

• Utility Processing - Vendor provides basic software tools (language

compilers, assemblers, DBMSs, graphics packages, mathematical mod-
els, scientific library routines, etc.), enabling clients to develop and/or

operate their own programs or process data on the vendor's system.

• Other Processing Services - Vendor provides service—usually at the

vendor site—such as scanning and other data entry services, laser print-

ing, computer output microfilm (COM), CD preparation and other data

output services, backup and disaster recovery, etc.
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4. Systems Operations

Systems operations as a delivery mode was introduced in the 1990 Market

Analysis and Systems Operations programs. Previously called Facilities

Management, this delivery mode was created by taking the Systems

Operations submode out of both Processing Services and Professional

Services. For 1992 the submodes have been defined as follows.

Systems operations involves the operation and management of all or a

significant part of the client's information systems functions under a long-

term contract. These services can be provided in either of four distinct

submodes where the difference is whether the support of applications, as

well as data center operations, is included.

• Platform systems operations - The vendor manages and operates the

computer systems, to perform the client's business functions, without

taking responsibility for the client's application systems.

• Applications systems operations - The vendor manages and operates the

computer systems to perform the client's business functions, and is also

responsible for maintaining, or developing and maintaining, the client's

application systems.

• Network Management - The vendor assumes responsibility for operating

and managing the client's data communications systems. This may also

include the voice communications of the client. A network management
outsourcing contract may include only the management services or the

full costs of the communications services and equipment plus the man-
agement services.

• Desktop Services - The vendor assumes responsibility for the deploy-

ment, maintenance, and connectivity among the personal computers

and/or workstations in the chent organization. The services may also

include performing the help-desk function. Equipment as well as ser-

vices can be part of a desktop services outsourcing contract.

Note: This type of client service can also be provided through tradi-

tional professional services where the contractual criteria of outsourcing

are not present.

Systems operations vendors now provide a wide variety of services in

support of existing information systems. The vendor can plan, control,

provide, operate, maintain and manage any or all components of the

client's information systems environment (equipment, networks, applica-

tions systems), either at the chent' s site or the vendor's site.
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Note: In the federal government market, systems operation services are

also defined by equipment ownership with the terms "COCO" (Contrac-

tor-Owned, Contractor-Operated), and "GOCO" (Government-Owned,
Contractor-Operated).

5. Systems Integration (SI)

Systems integration is a vendor service that provides a complete solution

to an information system, networking or automation development require-

ment through the custom selection and implementation of a variety of

information system products and services. A systems integrator is respon-

sible for the overall management of a systems integration contract and is

the single point of contact and responsibility to the buyer for the delivery

of the specified system function, on schedule and at the contracted price.

(Refer to Exhibit A-7.)

The components of a systems integration project are the following:

• Equipment - information processing and communications equipment
required to build the systems solution. This component may include

custom as well as off-the-shelf equipment to meet the unique needs of

the project. The systems integration equipment category excludes

turnkey systems by definition.

• Software products - prepackaged applications and systems software

products.

• Professional services - the value-added component that adapts the

equipment and develops, assembles, or modifies the software and hard-

ware to meet the system's requirements. It includes all of the profes-

sional services activities required to develop, implement, and if included

in the contract, operate an information system, including consulting,

program/project management, design and integration, software develop-

ment, education and training, documentation, and systems operations

and maintenance.

• Other services - most systems integration contracts include other ser-

vices and product expenditures that are not classified elsewhere. This

category includes miscellaneous items such as engineering services,

automation equipment, computer supplies, business support services and

supplies, and other items required for a smooth development effort.
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Products/Services in

Systems Integration Projects

Equipment

• Information systems

• Communications

Software Products

• Systems software

• Applications software

Professional Services

• Consulting

- Feasibility and trade-off studies

- Selection of equipment, network and software

• Program/project management

• Design/integration

-Systems design

- installation of equipment, network, and software

- Demonstration and testing

• Software development

- Modification of software packages

- Modification of existing software

-Custom development of software

• Education/training and documentation

• Systems operations/maintenance

Other Miscellaneous Products/Services

• Site preparation

• Data processing supplies

• Processing/network services

• Data/voice communication services
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6. Professional Services

This category includes four submodes: consulting, education and training,

software development, and applications management. Exhibit A-8 pro-

vides additional detail.

• Consulting: Services include management consulting (related to infor-

mation systems), information systems re-engineering, information

systems consulting, feasibility analysis and cost-effectiveness studies,

and project management assistance. Services may be related to any

aspect of the information system, including equipment, software, net-

works and systems operations.

• Education and Training: Services that provide training and education or

the development of training materials related to information systems and

services for the information systems professional and the user, including

computer-aided instruction, computer-based education, and vendor

instruction of user personnel in operations, design, programming, and

documentation. Education and training provided by school systems is

not included. General education and training products are included as a

cross-industry market sector.

• Software Development: Services include user requirements definition,

systems design, contract programming, documentation, and implementa-

tion of software performed on a custom basis. Conversion and mainte-

nance services are also included.

• Applications Management: The vendor has full responsibility for main-

taining and upgrading some or all of the application systems that a client

uses to support business operations and may develop and implement

new application systems for the client.

An applications management contract differs from traditional software

development in the form of the client/vendor relationship. Under tradi-

tional software development services the relationship is project based.

Under applications management it is time and function based.

These services may be provided in combination or separately from

platform systems operations.
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EXHIBIT A-8

Applications

Management*

Applications

Maintenance

Application

Development

Application

Support

Professional Services fVlarlcet Structure

Professional Services

I

Software

Development/
Maintenance

Consulting'

- User Requirements
Definition

- Systems Design

- System Conversion

Data Base
Design

- Programming

- Testing

System Modification

Documentation/
Technical Writing

- Network
Development

L Otfier

Education &
Training*

Installation

Planning

Network Planning

and Design

Information

Systems Audit

IS Planning

IS Security/Audit

System Evaluation

IS Personnel

Planning

- Systems Analysis

IS Policies and
Procedures

Development

Project Management

Other

Computer
Operations

Training

IS Management
Training

Analyst/

Programmer
Training

Systems Use
Training

Video

Instruction

Other

'Related to computer systems, topics, or issues

"Vendor assumes full responsibility on contracted longer term basis
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7. Network Services

Network services are a variety of telecommunications-based functions and

operations. Network service includes two submodes, as shown in

Exhibit A-9.

Network Services Market Structure

Network Services

Network

Applications

Services

Electronic

Information

Services

Value-Added

Networks (VANS)
- Packet Switching

- Store and Forward

Electronic Data

Interchange (EDI)

Electronic Information

Interchange

- Electronic Mail

- Bulletin Boards

On-Line Data Bases

On-Line News (text)

Services

Other

a. Electronic Information Services

Electronic information services are data bases that provide specific infor-

mation via terminal- or computer-based inquiry, including items such as

stock prices, legal precedents, economic indicators, periodical literature,

medical diagnosis, airline schedules, automobile valuations, etc. The
terminals used may be computers themselves, such as communications

servers or personal computers.
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Users inquire into and extract information from the data bases. They may
load extracted data into their own computer systems; the vendor does not

provide data processing or manipulation capability as part of the electronic

information service and users cannot update the vendor's data bases.

However, the vendor may offer other services (network applications or

processing services) that do offer processing or manipulation capability.

The two kinds of electronic information services are:

• On-line Data Bases - Structured, primarily numerical data on economic
and demographic trends, financial instruments, companies, products,

materials, etc.

• Unstructured, primarily textual information on people, companies,

events, etc. These are often news services.

While electronic information services have traditionally been delivered via

networks, there is a growing trend toward the use of CD ROM optical

disks to support or supplant on-line services, and these optical disk-based

systems are included in the definition of this delivery mode.

b. Network Applications

Value-Added Network Services (VAN Services) - VAN services are en-

hanced transport services which involve adding such functions as auto-

matic error detection and correction, protocol conversion, and store-and-

forward message switching to the provision of basic network circuits.

While VAN services were originally provided only by specialized VAN
carriers (Tymnet, Telenet, etc.), today these services are also offered by

traditional common carriers (AT&T, Sprint, etc.). Meanwhile, the VAN
carriers have also branched into the traditional common carriers' markets

and are offering unenhanced basic network circuits as well.

Electronic Data Interchange (EDI) - Application-to-application electronic

exchange of business data between trade partners or facilitators using a

telecommunications network.

Electronic Information Interchange- The transmission of messages across

an electronic network managed by a services vendor, including electronic

mail, voice mail, voice messaging, and access to Telex, TWX, and other

messaging services. This also includes bulletin board services.

8. Equipment Services

• The equipment services delivery mode includes two submodes. Both

deal with the support and maintenance of computer equipment.

• Equipment Maintenance - Services provided to repair, diagnose prob-

lems and provide preventive maintenance both on-site and off-site for
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computer equipment The costs of parts, media and other supplies are

excluded. These services are typically provided on a contract basis.

• Environmental Services - Composed of equipment and data center

related special services such as cabling, air conditioning and power
supply, equipment relocation and similar services.

D
Computer Equipment

These definitions have been included to provide the basis for market

segmentation in the software products markets.

• Computer Equipment - Includes all computer and telecommunications
equipment that can be separately acquired with or without installation by
the vendor and not acquired as part of an integrated system. Unless

otherwise noted in an INPUT forecast, computer equipment is only

included where it is part of the purchase of services or software products

(e.g., turnkey systems and systems integration).

• Peripherals - Includes all input, output, communications, and storage

devices (other than main memory) that can be channel connected to a

processor, and generally cannot be included in other categories such as

terminals.

• Input Devices - Includes keyboards, numeric pads, card readers, light

pens and track balls, tape readers, position and motion sensors, and

analog-to-digital converters.

• Output Devices - Includes printers, CRTs, projection television screens,

micrographics processors, digital graphics, and plotters

• Communication Devices - Includes modem, encryption equipment,
special interfaces, and error control

• Storage Devices - Includes magnetic tape (reel, cartridge, and cassette),

floppy and hard disks, solid state (integrated circuits), and bubble and

optical memories

• Computer Systems - Includes all processors from personal computers to

supercomputers. Computer systems may require type- or model-unique

operating software to be functional, but this category excludes applica-

tions software and peripheral devices and processors or CPUs not pro-

vided as part of an integrated (turnkey) system.

• Personal computers - Smaller computers using 8-, 16-, or 32-bit com-
puter technology. Generally designed to sit on a desktop and are por-

table for individual use. Price generally less than $5,000.
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• Workstations - High-performance, desktop, single-user computers often

employing Reduced Instruction Set Computing (RISC). Workstations

provide integrated, high-speed, local network-based services such as

data base access, file storage and back-up, remote communications, and

peripheral support. These products usually cost from $5,000 to $15,000.

• Minicomputer or midsize computers - Minicomputers are generally

priced from $15,000 to $350,000. Many of the emerging client/server

computers are in this category.

• Mainframe or large computers - Traditional mainframe and supercom-

puters costing more than $350,000.

• Client/server computing - Client/server is an architecture that assembles

applications software and data bases, systems software, and computer

and networking equipment into a usable form for the purpose of leverag-

ing information technology investments.

Broadly defined, it can include any kind of server, such as file servers

and network servers, that are accessed by any kind of client, including a

nonintelligent terminal. INPUT has elected to use the narrower and

newer definition, by which appUcation and data processing is shared

between a client and a server. It is through the act of sharing that the

greatest benefit is derived in terms of leveraging information technology

investments. It is also the cause of the greatest change for vendors and

users.

E
^

Sector Definitions

1. Industry Sector Definitions

INPUT structures the information services market into industry sectors

such as process manufacturing, insurance, transportation, etc. The defini-

tions of these sectors are based on the 1987 revision of the Standard

Industrial Classification (SIC) code system. The specific industries (and

their SIC codes) included under these industry sectors are detailed in

Exhibit A- 10.

INPUT includes all dehvery modes except systems software products and

equipment services in industry market sectors. See Exhibit A-9 and

section E-3 (Delivery Mode Reporting by Sector).

Note: SIC code 88 is Personal Households. INPUT does not currently

analyze or forecast information services in this market sector.
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EXHIBIT A-10

Industry Sector Definitions

Industry Sector 0 1 \y

Code
Description

Discrete Manufacturing 23xx Apparel and otfier finished products

25xx Furniture and fixtures

27xx Printing, publishing and allied industries

31 XX Leather and leather products

34xx Fabricated metal products, except machinery

and transportation equipment

35xx Industrial and commercial machinery and
computer equipment

36xx
li * III li*! * 1

Electronic and other electncal equipment and
components, except computer equipment

37xx Transportation equipment

38xx Instruments; photo/med/optical goods;

watches/clocks

39xx Miscellaneous manufacturing industry

Process Manufacturing 10xx Metal mining

12xx Coal mining

13xx Oil and gas extraction

14xx Mining/quarrying nonmetalic minerals

20xx Food and kindred products

21 XX Tobacco products

22xx Textile mill products

24xx Lumber and wood products, except furniture

26xx Paper and allied products

28xx Chemicals and allied products

29xx Petroleum refining and related industries

30xx Rubber and miscellaneous plastic products

32xx Stone, clay, glass and concrete products

33xx Primary metal industries

TrP5n*^nnrt?^tinn 5^pr\/irp<^ Railrnfld trfln^nnrt
1 Idlll KJOXJ LI dl loL^V^I L

41 XX Public transit/transport

42xx Motor freight transport/warehousing

43xx U.S. Postal Service

44xx Water transportation

45xx Air transportation (including airline

reservation services in 4512)

46xx Pipelines, except natural gas

47xx Transportation services (including 472x,

arrangement of passenger transportation)
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EXHIBIT A-10{CONT.)

Industry Sector Definitions

Industry Sector
SIC

Code
Description

Telecommunications 48xx Communications

Utilities 49xx Electric, gas and sanitary services

Retail Distribution 52xx

53xx

54xx

55xx

56xx

57xx

58xx

cjyxx

Building materials

General merchandise stores

Food stores

Automotive dealers, gas stations

Apparel and accessory stores

Home furniture, furnishings and accessory

stores

Eating and drinking places

Miscellaneous retail

Wholesale Distribution 50xx

0 1 XX

Wholesale trade - durable goods
vvnoiesaie iraue - nonuuraoie gooos

Ddl lf\li ly di lU niildllOc^ DUaX

61 XX

62xx

67xx

Lycpuoiiury 11 ibiiiuiiui lb

Nondepository credit institutions

Security and commodity brokers, dealers,

exchanges and services

Holding and other investment offices

Insurance 63xx

64xx

Insurance carriers

Insurance agents, brokers and services

Health Services BOxx Health services

Education 82xx Educational services
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EXHIBIT A-10{CONT.)

Industry Sector Definitions

Industry Sector
SIC

Code
Description

Business Services 65xx

70xx

72xx

73xx

7389X
75xx

76xx

78xx

79xx

O 1 AA

83xx

84xx

86xx

87xx

89xx

Real estate

Hotels, rooming houses, camps, and other

lodging places '

Personal services

Business services (except hotel reservation

services in 7389)

Hotel reservation services

Automotive repair, services and parking

Miscellaneous repair services

Motion oicturp*;

Amusement and recreation services

Social services

Museums, art galleries, and
Dotanicai/zooiogicai garaens

Membership organizations

Engineering, accounting, research, management,
and related services

Miscellaneous services

Federal Government 9xxx

State and Local

Government
9xxx

Miscellaneous Industries 01 XX

02xx

07xx

08xx

09xx
"1 5xx

16xx

17xx

Agricultural production - crops

Agricultural production - livestock/animals

Agricultural services

Forestry

Fishing, hunting and trapping

Building construction - general contractors,

operative builders

Heavy construction - contractors

Construction - special trade contractors
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2. Cross-Industry Sector Definitions

INPUT has identified seven cross-industry market sectors. These sectors

or markets involve multi-industry applications such as human resource

systems, accounting systems, etc.

• In order to be included in an industry sector, the service or product

delivered must be specific to that sector only. If a service or product is

used in more than one industry sector, it is counted as cross-industry.

• INPUT only includes the turnkey systems, applications software prod-

ucts, and transaction processing services in the cross-industry sectors.

The seven cross-industry markets are:

Accounting - consists of applications software products and information

services that serve such functions as:

- General ledger

- Financial management
- Accounts payable

- Accounts receivable

- Billing/invoicing

- Fixed assets

- International accounting

- Purchasing

- Taxation

- Financial consolidation

• Excluded are accounting products and services directed to a specific

industry, such as tax processing services for CPAs and accountants

within the business services industry sector.

Human Resources - consists of application solutions purchased by mul-

tiple industry sectors to serve the functions of human resources manage-

ment and payroll. Examples of specific applications within these two

major functions are:

- Employee relations

- Benefits administration

- Government compliance
- Manpower planning

- Compensation administration

- Applicant tracking

- Position control

- Payroll processing
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Education and Training - consists of education and training for informa-

tion systems professionals and users of information systems delivered as a

software product, turnkey system or through processing services. The

market for computer-based training tools for the training of any employee

on any subject is also included.
"

Oj5^ce 5'>'5'fem5' consists of the following six categories:

Integrated Office Systems (lOSs) - lOSs integrate the applications that

perform common office tasks. Typically these tasks include the following

core applications, all of which are accessed from the same terminal,

microcomputer or workstation:

• Electronic mail

• Decision support systems

• Time management
• Filing systems ' -

lOSs enable office workers to utilize applications that are resident on a

number of hosts or servers, thus creating a corporate communication

environment through integrating line-of-business software with personal

software productivity tools. lOSs capitalize on the cross-platform

architectures of major vendors. Major hardware vendors such as IBM,

Data General, Digital, Hewlett-Packard and NCR all offer lOSs.

Work flow and groupware products are also included within the lOS
definition.

Word Processing - Word processing is the most common microcomputer

application and is a basic application within the office systems sector.

Word processing addresses several levels of functionality, from the pro-

duction of simple correspondence to large document generation where

many people within different departments have input.

Desktop Publishing (DTP) - Desktop publishing refers to the page-design

software programs that allow small and mid-sized organizations to publish

printed documents (brochures, catalogs, newsletters, reports, etc.) from the

desktop. The primary functions ofDPT software include the manipulation

of the following functions:

• Layout and design of columns.

• Text manipulation (font type).

• Graphic manipulation.

• Print Control (color type, paper type)
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Electronic Publishing - Electronic publishing includes composition,

printing, and editing software for documents containing multiple typefaces

and graphics including charts, diagrams, computer-aided design (CAD)
drawings, line art, and photographs. Electronic publishing products may
also have different data formats such as text, graphs, images, voice and

video.

The fundamental difference between electronic publishing and desktop

publishing is that electronic publishing encompasses a method of docu-

ment management and control from a single point regardless of how many
authors/locations work on a document. Desktop publishing (DTP) on the

other hand, is considered a personal productivity tool and is generally a

lower-end product residing on a personal computer.

Graphics - Graphics packages that are used for presentations or freehand

drawings and/or are ancillary to desktop publishing are part of office

systems. Thus, the graphics component of office systems sector includes

the following elements:

Presentation graphics represent the bulk of office systems graphics. Most
presentations involve a combination of graphs and text. They are used to

communicate a series of messages to an audience rather than to analyze

data.

Paint and line art drawing programs are used for illustrations while page

layout programs are used to integrate text and graphics.

Electronic form programs allow users to create and print forms in-house.

Some apphcations work with OCR scanners allowing users to scan pic-

tures and logos direcdy on the forms.

Document Imaging Software - The software that allows users to manipu-

late (store, retrieve, print) images that have been scanned from paper

documents. The applications that imaging software generates include: full

text retrieval, document management, and database management. Docu-
ment imaging software is a component of an imaging system. Hardware
components of imaging systems include: scanners, image servers, work-

stations, optical drives, printers, and storage devices.
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Engineering and Scientific encompasses the following applications:

• Computer-aided design and engineering (CAD and CAE)

• Structural analysis

• Statistics/mathematics/operations research

• Mapping/GIS

• Computer-aided manufacturing (CAM) or CAD that is integrated with

CAM is excluded from the cross-industry sector as it is specific to the

manufacturing industries. CAD or CAE that is dedicated to integrated

circuit design is also excluded because it is specific to the semiconductor

industry.

Planning and Analysis consists of software products and information

services in four application areas:
i

• Executive Information Systems (EIS)

• Financial modeling or planning systems
• Spreadsheets

• Project management

Other encompasses marketing/sales and electronic publishing application

solutions.

• Sales and marketing includes:

- Sales analysis

- Marketing management
- Demographic market planning models

3. Delivery Mode Reporting by Sector

This section describes how the delivery mode forecasts relate to the

market sector forecasts. Exhibit A- 11 summarizes the relationships.

• Processing services - The transaction processing services submode is

forecasted for each industry and cross-industry market sector. The
utility and other processing services submodes are forecasted in total

market in the general market sector.

• Turnkey systems - Turnkey systems is forecasted for the 15 industry

and 7 cross-industry sectors. Each component of tumkey systems is

forecasted in each sector.

A-28 © 1993 by INPUT. Reproduction Prohibited. lEU-MMF



EUROPEAN MARKET FORECAST RDR COMPUTER SOFTWARE AND SERVICES, 1993-1998 INPUT

EXHIBIT A-11

Delivery Mode versus Market Sector
Forecast Content

Delivery Mode Submode

Market Sectors

Industry

Sectors

Cross-Industry

Sectors General

Processing

Services

Transaction

Utility

Othpr

Y/\ Y

X
X

Turnkey Systems X X

Applications

Software Products

X X

Systems Operations Platform

Applications

X
X

Systems Integration X

Professional Services X

Network Services Network Applications

Electronic Information

Services

X
X X

Systems Software

Products

X

Equipment Services X

• Applications software products - The applications software products

delivery mode is forecasted for the 15 industry and 7 cross-industry

sectors. In addition, each forecast is broken down by platform level:

mainframe, minicomputer and workstation/PC.

• Systems operations - Each of the systems operations submodes is

forecasted for each of the 15 industry sectors.

• Systems integration - Systems integration and each of the components of

systems integration are forecasted for each of the 15 industry sectors.

• Professional services - Professional services and each of the submodes
is forecasted for each of the 15 industry sectors.
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• Network services - The network applications submode of network

services forecasted for each of the 15 industry sectors.

Industry and cross-industry electronic information services are forecast

in relevant market sectors. The remainder of electronic information

services is forecasted in total for the general market sector.

• Systems software products - Systems software products and its sub-

modes are forecasted in total for the general market sector. Each sub-

mode forecast is broken down by platform level: mainframe, minicom-

puter and workstation/PC.

• Equipment services - Equipment services and its submodes are

forecasted in total in the general market sectors.

F
^ ^

Vendor Revenue and User Expenditure Conversion

The size of the information services market may be viewed from two

perspectives: vendor (producer) revenues and user expenditures. INPUT
defines and forecasts the information services market in terms of user

expenditures. User expenditures reflect the markup in producer sales

when a product such as software is delivered through indirect distribution

channels (such as original equipment manufacturers (OEMs), retailers and

distributors). The focus on user expenditure also eliminates the double

counting of revenues that would occur if sales were tabulated for both

producer (e.g., Lotus) and distributor (e.g., ComputerLand).

For most delivery modes, vendor revenues and user expenditures are fairly

close. However, there are some areas of significant difference. Many
microcomputer software products, for example, are marketed through

distribution channels. To capture the valued added through these distribu-

tion channels, adjustment factors are used to convert estimated informa-

tion services vendor revenues to user expenditures.

For some delivery modes, including software products, systems integra-

tion and turnkey systems, there is a significant volume of intra-industry

sales. For example, systems integrators purchase software and subcontract

the services of other professional services vendors. Turnkey vendors

incorporate purchased software into the systems they sell to users.

To account for such intra-industry transactions, INPUT uses conversion

ratios to derive the estimate of end-user expenditures.
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Exhibit A- 12 summarizes the net effect of the various ratios used by

INPUT to convert vendor revenues to user expenditure (market size)

figures for each delivery mode.

Vendor Revenue to

User Expenditure Conversion

Delivery Mode
Vendor Revenue

Multiplier

Applications Software Products 1.18

Systems Software Products 1.10

Systems Operations 0.95

Systems Integration 0.95

Professional Services 0.99

Network Services > 0.99

Processing Services 0.99

Turnkey Systems 0.95

Equipment Services 0.99
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