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Customer Services Market Growth

by Vendor Type 1990-1995

Service Sector

Equipment

Vendors

Independent 92.6
Maint.Vendors J1.3

Dealers 0.5

and Distributors 0.3
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Customer Services Market Service

Sector Growth 1990-1995
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Dear Andrea

Client Meeting - 6 December 1990

For this meeting, please prepare 30 handouts. For the first

presentation, please do a copy of the executive overview of

CE-PRO. The second presentation will be on CE- £>^C> which Ken ..as

not quite completed. The presentation will only consist of about

6 slides and we will get them to you by Wednesday,

— At the front of the binder, please put:

^ INPUT client meeting"
|

Thursday 6 December

The Institute of Directors

Please run off a set of 35Tain slides for each and aiin to ship the

whole lot by Friday 3 0 November

Thank you

Carol
2 3 November





Thursday 6 December

The Institute of Directors

Piccadilly House, 33/37 Regent Street, London SWIY 4NF

INPUT
Telephone: 071-493 9335





Changing Market

• Transitional phase
• Vendors losing market share

• User requirement for value

• Vendor need for adaptation
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Pricing Environment

Vendor
competition

Decreasing^V>^ User
margins satisfaction

Need for >^
value service >^
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Key Pricing Issues

• Vendor competition

• Decreasing maintenance margins
• Slowing growth of maintenance
revenues
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Balancing Act

User requirement

for cost savings

Vendor need to

be competitive

• User need for

quality service

• Vendor need for

service revenue
and marginsA
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Key Vendor Challenges

• Reduce reliance on maintenance
• Maintain margins

• Enhance value of service
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Vendor Opportunities

• Flexible solutions

• Inflation-level price increases

• Other services
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Users Claim Service Too
Expensive

1 . Price exceeds value received

2. Reliability of equipment not

reflected in service price

3. Insufficient vendor resources
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Divided User Opinions

Service prices will continue to rise

by at least inflation levels

I

Service prices will decrease
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User Reauirement for

ImDroved Value

1

.

Demonstrate ability to provide
Q^r\/ip^OCI V ILrC

oeii concept ot value

3. Improve knowledge of users'

business needs

INPUT
CESMO- 9

Notes

© 1990 by INPUT. Reproduction Prohibited. INPUT



1

'

1



Higher Quality—Higher

Price?

Some users say "yes" if extra

service is needed

Otiier users say "no"—existing

high prices should provide quality
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Vendor Pricing Pressures
User requirement

Competition for value

t

Rising service costs
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Key Vendor Issues and
Trends—Hardware Service

Weighting
factor
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Pricing pessimism
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Competition
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Key Vendor Issues and Trends
Systems Software Support

Issue/Trend

Weighting

factor

10

8

6

4

2

0

Quality commands
higher prices

r Unbundling
^ Users seek value

Less pricing pressure
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Vendor Competitive Balance

80% r"-\ 20%
Strengths %^ ^ 1 Weaknesses

• Capability / \ • Inflexibility

/
• Credibility / ^^-^^ 'Margin

• Resilience 1

'^^^^i^^^^'^'^'^X requirements

/ • Credibility of larger

/ independents
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Risk from Independent Maintenance

High Risk ^6

Medium/Low Risk

No Real Interest

Don't Know/Uncertain

16

64

14
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Percentage of Users

Sample size: 732 INPUT
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Independent Maintenance
Penetration—High-Risk Sectors

Market/Sector

Government and
Public Utilities

France/Spain/Italy

Bull/Digital

Total sample: 732
Source of data: INPUT 1990 User Survey

4 t 12

User Base at Risk (Percent)
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Independent Maintenance
Penetration—Low Risk Sectors

Market/Sector

Services

Benelux/Norway
and Sweden/U.K.

HP/ICL/NCR Z1

Total sample: 732
Source of data: INPUT 1990 User Survey

2 4 6 8 10 12

User Base at Risk (Percent)
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Changing Vendor
Strategies

Current Future

Entrenchment pi»p
^ Recover

initiative
V J

t i

^ Competitive
^

reaction

^ Service
^

solutions
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Sprvicp VpnHnr
iJiTTereriTiaiion

1. Quality more important than

pnce

2. Country markets—significant

differentiation

3. Other market sectors—little

differentiation
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Future User Price Increase
Expectation—Western Europe Overall

Hardware

Service

Systems Software

Support

0 2 4 6 8 10
User Price Increase Expectation

(Percent)

Variables: Countries; industry sectors; inflation INPUT
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Vendor Pricing Opportunities

Country/Sector/

Vendor

User
Expectation

Percent Above
Inflation

Pricing

Satisfaction

Benelux/Spain 100 1.0 to 1.5

Insurance/Distribution/ 60-80 1.2 to 1.5

Banking and Finance

HP/IBM 45-70 1.5

Total sample: 732
Source of data: INPUT 1990 User Survey
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Vendor Pricing Risks
usci cxpecidiion

Country/Sector/ Percent Above Pricing

Vendor Inflation Satisfaction

France/Germany 70-100 2.0 to 3.0

Mfg ./Trans./ 40-60 2.0

Gov., Pub. Utilities

Digital/NCR 30 -60 2.0

Total sample: 732
Source of data: INPUT 1990 User Survey INPUT
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Recommendations for

Vendors

• Focus on pricing \
strategy \

• Enhance service \
value )

• Service solutions /
• Marketing /

• Improved user

satisfaction

t

Quality needs

1

• Improved financial

return
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Western European
Customer Services Market

1990-1995
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Customer Services Market

in the 1990s
• Maintenance growth below

inflation

• Independent vendors increasing

market share

• Competitive pressure

• Potential for long term growth
^^^^^
CESMO- 25
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Customer Services Market

• Hardware maintenance

• Systems software support

• Professional services

• Training and education
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W. Europe Customer Services

Market Growth, 1990-1995
1989=$15.1 Billion

1990 CAGR 1995

8% INPUT
CESMO- 27
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W. Europe Customer Services Market
Service Sector Growth 1990-1995

Service Sector

Hardware

Service

Systems
Software Support
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W. Europe Customer Services Market
Service Sector Growtli 1990-1995

Service Sector

Professional

Services

Education

and Training

4.2
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|1.5

0.7

111995

1990
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W. Europe Customer Services Market
Growth by Vendor Type 1990-1995

Service Sector

Equipment

Vendors

Independent 2.6
Maint.Vendors 31.3

Dealers 0.5

and Distributors 0.3

20.8

14.7

81995
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Customer Services

Changing Emphasis

c
o

o 2

i
cr
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I
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Customer Services Market

Lonq-Term Growth
14

jai
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W. Europe Customer Services Market

Country Market Growth, 1990-1995
CAGR

(Percent)

116.2
Four Largest

Country Markets

Rest of Europe

7.5
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About INPUT

ESTPUT provides planning information, analysis, and recommendations

to managers and executives in the information processing industries.

Through market research, technology forecasting, and competitive

analysis, INPUT supports client management in making informed

decisions.

Continuous-information advisory services, proprietary research/

consulting, merger/acquisition assistance, and multiclient studies are

provided to users and vendors of information systems and services

(software, processing services, tunikey systems, systems integration,

professional services, commuixications, systems/software
maintenance and support).

Many of INPUT'S professional staff members have more than 20 years'

experience in their areas of specialisation. Most have held senior

management positions in operations, marketing, or planning. This

expertise enables INPUT to supply practical solutions to complex

business problems.

Formed as a privately held corporation in 1974, INPUT has become a

leading international research and consulting firm. Clients include more
than 100 of the world's largest and most technically advanced
companies.

INPUT OFFICES

North America International

San Francisco

1280 VUla Street

Mountain View, CA 94041-1194

Tel. (415) 961-3300

Fax (415) 961-3966

London
Piccadilly House
33/37 Regent Street

London SWIY 4NF, England

Tel. (44) (71) 493-9335 Fax (44) (71) 629-0179

New York

Atrium at Glenpointe

400 Frank W. Burr Boulevard

Teaneck,NJ 07666

Tel. (201) 801-0050

Fax (201) 801-0441

Paris

52, boulevard de Sebastopol

75003 Paris, France

Tel. (33-1) 42 77 42 77 Fax (33-1) 42 77 85 82

Washington, D.C.

1953 Gallows Road, Suite 560

Frankfurt

Sudetenstrasse 9

D-6306 Langgons-Niederkleen, Germany
Tel. (0) 6447-7229 Fax (0) 6447-7327

Vienna, VA 22182

Tel. (703) 847-6870

Fax (703) 847-6872

Tokyo
Saida Building

4-6, Kanda Sakuma-cho

Chiyoda-ku, Tokyo 101, Japan

Tel. (03) 864-0531 Fax (03) 864-4114
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