
April 18, 1994

Dear Colleague:

Enclosed is the Market Analysis Program Introduction for 1994. This guide replaces the

1993 Program Introduction Book located in Volume I of your MAP binder, behind the

"Executive Overview" tab.

There are several significant changes in the 1994 program I wanted to highlight for you.

• We will resume the practice of publishing quarterly strategic perspective

reports on topics of general interest. The topics initially chosen are:

- Software Product/Support Strategies (now in process)

- Wireless Communications (now in process)

- Multimedia Business Applications

- Middleware Markets

These last two reports will be produced later this year, and topics are subject to

change. Ifyou have suggestions, we would be pleased to receive them.

• Twenty-four research bulletins will be published this year (six have been

shipped so far).

• Shipments of the product/service market forecasts (we previously

referred to these as "delivery modes", a term we would like to phase out)

will begin in April and be spaced at regular intervals throughout the year.

• The market forecast reports for Systems Integration/Professional

Services and Outsourcing are no longer contained within MAP, but are

available within INPUT'S Business Integration and Outsourcing

Programs, respectively. The complete, detailed U.S. Information

Services forecasts in each of these markets will be included in the 1994-

1999 MAP Forecast Compendium, along with all other product/service





market, vertical industry sector and cross-industry sector forecasts. We
will publish the complete Forecast Compendium during the third quarter

of 1994 that will provide you with the earliest complete forecast, ever,

from MAP.

• Vertical industry and cross-industry market reports will also be shipped

on a regular monthly basis, continuing throughout the year. We have

completed our research work on Retail Trade, Business Services,

Discrete Manufacturing and Education sectors and these reports will be

available in May. Research is now underway in Process Manufacturing,

Banking and Finance, Transportation and Wholesale Trade.

• Our annual client conference is scheduled for September 22-23, 1994 at

the Westfield's Resort in Chantilly, VA. We felt this location would be

convenient to East Coast clients who do not wish to travel to California

for the fourth year in a row.

Finally, I want to point out that our most satisfied clients are generally those who are able

to actively benefit from regular telephone access to the MAP Consultants. John

McGilvray, Mary Raymond, Dan Ryan and I look forward to answering your inquiries.

I hope to visit each of you personally at least once this year, and want to hear from you

whenever you have questions, issues or problems to discuss.

Sincerely,

Robert L. Goodwin

Vice President
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Program Introduction

A
Purpose and Scope

The purpose of the Market Analysis Program (MAP) is to pro-

vide insight into, and understanding of, key issues, trends,

opportunities and driving forces shaping the U.S. information

services industry. Leading vendors, market shares and five-year

forecasts are provided.

The information services industry is analyzed through segmen-

tation of the industry into eight product/service markets:

• Professional Services*

• Systems Integration*

• Outsourcing*

(Systems Operations)

• Processing Services

• Network Services

• Systems Software Products

• Applications Software Products

• Turnkey Systems

• Detailed annual reports are contained in the business integra-

tion or outsourcing programs.

In addition, the industry is segmented into 15 industry sectors

and seven cross-industry applications areas. The industry

segmentation is based on the U.S. Department of Commerce's

SIC Codes.

MPRO © 1994 by INPUT. Reproduction Prohibited. 1
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Each of the industry-specific (vertical) markets is analyzed, and

the events, issues and trends in that market are described. In

addition, a discussion of information systems department trends

is offered to capture the specific buying patterns and motiva-

tions of each market. Cross-industry markets are analyzed in a

similar fashion.

Exhibit 1 shows the information services industry structure by

product/service market and subsector for 1994.

© 1994 by INPUT. Reproduction Prohibited. MPRO
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Exhibit 2 lists the industry-specific sectors and cross-industry

appHcations covered by the Market Analysis Program. The

publication, INPUT'S Definition of Terms (included in this

binder), provides a complete description of INPUT'S market

structure and definitions, including Department ofCommerce
SIC Codes at the two-digit level.

Exhibit 2 Information Services Industry Market Sectors

Industry-Specific Sectors Cross-Industry Sectors

Discrete Manufacturing Accounting

Process Manufacturing Education and Training

Transportation Engineering and Scientific

Utilities Human Resources

Telecommunications Office Systems

Wholesale Trade Planning and Analysis

Retail Trade Other (Sales and Marketing)

Banking and Finance

Insurance

Health Services (Medical)

Education

Business Services

Federal Government

State and Local Government

Miscellaneous Industries

• Agriculture

• Construction

The objective of the MAP reports is to provide vendors in the

information services industry with the insights necessary to:

• Identify emerging market opportunities

• Focus on high-growth areas

4 © 1994 by INPUT. Reproduction Prohibited. MPRO
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• Understand competition in specific markets

• Assist in the allocation of resources for marketing and research

and development

The reports typically contain:

• Introduction and environment executive overview

• Market forecasts

• Industry structure, vendor market shares, profiles and activi-

ties of leading vendors

• Detail on information systems objectives, trends and issues

(industry-specific reports only)

• Competitive assessment and leading vendor miniprofiles

• Conclusions and opportunities for vendors

Program Content

1. Deliverables

The 1994 Market Analysis Program consists of the following:

• Program Introduction—description of the U.S. Information

Services Market Analysis Program

•Definition of Terms—detailed descriptions ofhow INPUT
defines the information services industry

• Market Reports (Product/Service Market)

- U.S. Processing Services Market, 1994-1999

- U.S. Network Services Market, 1994-1999

- U.S. Systems Software Products Market, 1994-1999

MPRO © 1994 by INPUT. Reproduction Prohibited. 5
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- U.S. Applications Solutions, 1994-1999

Applications Software Products

Turnkey Systems

- U.S. Equipment Services Market, 1994-1999

Note: Forecast falls outside ofINPUT'S information

services structure as shown in Exhibit 1.

• Individual, market-sector forecast reports on 15 industry

sectors plus a single-volume report on seven cross-industry

sectors

(Note: Detailed market forecasts for professional services and

systems integration markets are produced in the business

integration program. The outsourcing market forecast is

produced in the outsourcing program, but all forecast data in

these sectors is included in the MAP Forecast Compendium.)

• Four strategic perspective reports on topics of current interest

• Market Forecast Compendium—a simimary of the 1994-1999

market forecast tables, for all eight product/services markets,

and 22 industry/cross industry sectors

• Research bulletins—published twice monthly, research bulle-

tins provide synopses of research in process and analysis of

current industry events

• Annual client conference (held in September-2 seats)

• Hot-line consiiltant access service (40 hours)

• On-site annual presentation

2. Report Structure Format

The various deliverables of the U.S. Information Services Mar-

ket Analysis Program will be provided as follows:

• ProducVServices Market Reports—These reports are individu-

ally boimd and published throughout the year. The content of

the market reports is as outlined in Exhibit 3.

01 994 by INPUT. Reproduction Prohibited. MPRO
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• Program Binders—^These binders contain the Program Intro-

duction, Definitions of Terms, Market Forecast Compendium
and tabs for all industry sector (vertical market) reports.

• Industry Sector Report
—

^The 15 industry sector reports will be

published individually throughout the year. The program

binder contains tabs for each report. The content of each

industry sector report will follow the outline in Exhibit 4.

• Cross-Industry Reports Binder—^The seven cross-industry

reports will be published in a midyear, single bound report.

The program binder contains tabs for each report. The con-

tents are outlined in Exhibit 5.

Market Report Format Product/Service Markets

I. Overview
A. Purpose and Methodology

B. General Business Trends

II. Executive Overview

III. Information Systems Environment
A. Needs Influencing Use of IS

B. Technology
C. Key Issues and Trends

1. Driving Forces

2. Inhibiting Forces

IV. Market Forecast
A. Market Overview and Structure

B. Forecast by Submode
C. Analysis

V. Competitive Analysis

A. Major Players

B. Competitive Positioning

C. Opinion

VI. Conclusions and Recommendations

Appendix A - Forecast and Reconciliation

B - Methodology

© 1994 by INPUT. Reproduction ProhibKed. 7
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1994 Industry Sector Report

1. introduction

A. Report Purpose, Contents and Organization

B. Related Reports

C. Executive Overview

IL Trends, Events and Issues

A. General Business Trends and Events

B. Specific industry Trends, Events and issues

III. information Systems Environment

A. Global IS Issues

B. IS Applications Environment

C. IS Response to Environmental Forces

D. Impact of New Technologies

E. Organization and Budget (if possible)

F. IS Department Objectives (if possible)

IV. lUlarltet Forecast

A. Market Overview

B. Forecast by Delivery Mode

C. Analysis

V. Competitive Environment

A. Competitive Climate

B. Competitive Positioning

C. Selected Vendor Profiles

VI. User Buying Patterns (Optionai)

A. Near-Term Application Plans

B. Long-Range Application Plans

VII. Conclusions and Recommendations

A. Industry and Information Services
Market Conclusion

B. User Issues and Recommendations

C. Information Services Vendor Issues
and Recommendations

Appendix A Forecast and Reconciliation

A. Forecast Database

B. Forecast Reconciliation

Appendix B Industry Structure, Methodology and Related Reports

A. Industry Structure

B. Research Methodology
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Cross-Industry Markets

1. Purpose, Scope and Methodology
A. Purpose
B. Sector Definition

C . Key Issues

D. Organization

E. Methodology

II. Trends, Events and Issues

III. Information Services Market Forecast

A. Applications Software Products

B. Turnkey Systems
C. Processing Services

IV. Appendix A - Forecast Database and Reconciliation

3. Schedule

Exhibit 6 provides the general deHvery schedule for the 1994

MAP reports and conference.

Market Analysis Program Delivery Schedule, 1994

Deliverable Schedule

• Definition of Terms 2nd Quarter

• Product/Service
Market Reports

Ongoing

• Industry Sector Reports Ongoing

• Cross-Industry Reports 3rd Quarter

• Research Bulletins Twice Monthly

• Client Conference September

• Market Forecast Compendium 3rd Quarter

1994 by INPUT. Reproduction Prohibited. 9
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c

Research Methodology

input's methodology for market analysis and forecasting is

summarized in Exhibit 7. As in past years, INPUT continues

the process of: surveying information services vendors to deter-

mine their U.S. information services revenues; surveying infor-

mation systems organizations to determine their expenditures

and outside services acquisition plans; and interviewing selected

vendors a second time in greater detail to understand their

views of specific market opportimities and technology develop-

ments.

input's annual forecasting process is broken into two major

parts: base-year expenditure calculations and market forecasts.

Each is briefly described in Exhibit 7.

1. Base-Year Expenditure Calculations

• INPUT determines previous-year information services rev-

enues for the eight product/service markets and 22 vertical

and cross-industry sectors, for himdreds of vendors. This is

accomplished through interviews, use of public data and IN-

PUT estimates.

• The initial data is projected to represent the entire information

services market.

• Adjustments are made to eliminate duplications due to distri-

bution channel overlap and assure captive information services

expenditures are not included.

• The end result is a base-year (in this case, 1993) user expendi-

ture figure for each of the 30 markets described above.

2. Market Forecasts

• In the forecasting step, INPUT surveys more than 2,000 infor-

mation systems executives and fiinctional managers to deter-

mine their projected expenditure levels, in aggregate, for each

of the eight outside information services categories.

10 0 1994 by INPUT. Reproduction Prohibited. MPRO





MARKET ANALYSIS PROGRAM—PROGRAM INTRODUCTION, 1994 INPUT

Exhibit 7

INPUT Research Methodology
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• The end result is a five-year forecast for each of the 15 indus-

try, seven cross-industry and eight product/service markets.

• U.S. revenues—only revenues derived from products or ser-

vices sold in the U.S are included.

• Noncaptive revenues—only revenues available to all vendors

in a competitive marketplace are included. Revenues derived

from sales to the partners of affiliated organizations are ex-

cluded. An example would be the sale of processing services

from Litton Computer Services to another Litton division.

• Calendar-year revenues—approximately 30% of the vendors

surveyed have fiscal years that do not coincide with calendar

years. Revenues of these companies have been adjusted to a

calendar-year basis for consistency.

P
Vendor Revenue and User Expenditure Conversion

The size of the information services market may be viewed fi'om

two perspectives: vendor (producer) revenues and user expendi-

tures. While the primary data for INPUT's research is vendor

interviews, INPUT defines and forecasts the information ser-

vices 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 expenditures also eliminates the

double coimting of revenues that would occur if sales were tabu-

lated for both producer (e.g., Lotus) and distributor

(e.g., BusinessLand).

For most product^service markets, 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 indirect distribution chan-

nels. To capture the value added through these indirect distri-

bution channels, adjustment factors that incorporate industry

discoimt ratios are used to convert estimated information ser-

vices vendor revenues to user expenditures.
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For some sectors, 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. Whereas, turnkey vendors incorporate pur-

chased equipment into the systems they sell to users.

To account for such intra-industry transactions, INPUT uses

other conversion ratios to derive the estimate of user expendi-

tures.

Exhibit 8 summarizes the net effect of the various ratios used by

INPUT to convert vendor revenues to user expenditure (market

size) figures for each sector.

Exhibit 8

Vendor Revenue to User Expenditure Conversion

Product/Service Vendor Revenue

Sector Multiplier

Professional Services 0.99

Systems Integration 0.95

Outsourcing 0.95

Processing Services 0.99

Network Services 0.99

Systems Software Products 1.10

Applications Software Products 1.18

Turnkey Systems 0.95
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E

Economic Assumptions

Forecasts are presented in current dollars (i.e., 1998 market

sizes are in 1998 dollars, thus incurring inflationary effects). In

developing its five-year forecasts, INPUT has incorporated

current economic assumptions regarding the outlook for the U.S.

economy as a whole.

The GDP and GDP Deflator growth rates, used by INPUT'S

market projections, are from the CONSENSUS™ forecast of the

Blue Chip Economic Indicators of Sedona, Arizona. The Blue

Chip CONSENSUS forecast is derived from a panel of econo-

mists representing leading financial, industrial and research

firms across the U.S., and has a 13-year track record of balanced

and accurate projections.

The current blue-chip assvunptions are shown in Exhibit 9.

Exhibit 9

GDP and Inflation Growth Rate Assumptions
1994-2000

1994 Assumptions Based upon the March Blue Chip Consensus Report

Overall 1994 1995 1996 1997 1998 1999 2000
Average
1996-2000

Total GDP (1) 6.0 5.7 5.8 5.7 5.6 6.1 5.7 5.8

GDP Deflator 2.3 2.9 3.2 3.2 3.1 3.1 3.0 3.1

Real GDP (2) 3.6 2.8 2.6 2.5 2.4 2.8 2.6 2.6

Notes:

(1) Totals of GDP Deflator and Real GDP may not add due to rounding.

Current dollars.

(2) Constant 1987 dollars.
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