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so Definition

Contracting for all or a major
portion of an IS operation on
a long-term (more than one

year) basis
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Systems Operations
Characteristics

• Hardware Ownership

- Vendor-owned

- Customer-owned
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Systems Operations
Characteristics

• Method of Operation

- Remote

- On-site

- Distributed
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Systems Operations

Characteristics

• Equipment dedication

- Single customer

- Multiple customers
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Systems Operations

• Processing services

-Vendor-owned equipment

• Professional services

- Client-owned equipment
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Applications

Systems Operations

• Outsourcing of IS applications

and IS operations
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Platform

Systems Operations

• Outsourcing of computer
operations and/or

communications networks
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System Operations

Market Trends
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Systems Operations
Driving Forces

• Core business focus

• Business transition

• Expense reduction

• Capital preservation

so- 10 INPUT

Notes

© 1990 by INPUT. Reproduction Prohibited.
INPUT





Systems Operations
Driving Forces

• Increasing complexity of operations

• Scarcity and expense of required

talents

• Costs and problems of systems
upgrades
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Perceived SO Inhibitors

• Cost

• Employee loyalty

• Vendor employee turnover

• Loss of control

• Acceptance by user community
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SO-97

3/8/91

Perceived SO Inhibitors

• Savings uncertainty

• Loss of control

• Service quality

• Organizational threats
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Major Buyer Issues

• Loss of control of IS

• Dependency on vendor

• Vendor industry knowledge

• Reversing the decision
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U.S. Systems Operations
Market Forecast, 1990-1995
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U.S. Systems Operations

Market Forecast, 1990-1995

Professional

Services

Processing

Services

12.2

^4.1 ^1990
1995

CAGR
(Percent)
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U.S. Systems Operations
Market Forecast, 1990-1995

Platform

Applications

CAGR
(Percent)
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Systems Operations Market by
Industry Sector, 1990-1995

Banking and
Finance

Federal
1.3
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Systems Operations Market by
Industry Sector, 1990-1995

Discrete

Manufacturing

Education

Wholesale
Distribution

V/////////A \

^ 1990
12 1995
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Systems Operations Market by
Industry Sector, 1990-1995

Health
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so Buyer Practices
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SO Procurement

Process

•Evaluation

• Negotiation

• Transition
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so Procurement
Process

Evaluation
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Length of Evaluation

Process

6 Months

4 Months

3 or Fewer Months
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Vendor Evaluation

Chteria

Personnel Transfer

Service Levels

Flexibility

z

21

5.0

4.8

4.7

Tech. Ability ^^^^^.612 3 4

Importance Rating
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Vendor Evaluation

Criteria

Financial Condition

Price of Services

SO Experience

Tech. Ability

z

7

8

A

A

7

7

7

0 2 4 6 8 10

Number of Responses

SO- 174
INPUT

3/8/91

© 1991 by INPUT. Reproduction Prohibited. INPUT





Evaluation Phase
Lessons Learned

• Provide all information to vendor

• Request vendor cost data
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so Procurement
Process

Negotiation
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Length of Negotiation

Greater than

1 Month

1 Month

Less than 1 Month

0 12 3 4

Number of Responses
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Personnel Issues

Negotiated

Personnel ^/Z^Z^.
Transfer

Management ^ .

Interface m
I I I I
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Number of Responses INPUT
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Equipment Issues

Negotiated
Equipment

Location

Equipment
Dedication

Equipment
Ownership
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Financial/Legal Terms
Negotiated

Performance
Penalties

Early

Termination

Extension

0 2 4 6 8 10
Number of Responses
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Financial/Legal Terms
Negotiated

77

Volume Increase // 1

Inflation

A

1
1
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Number of Responses
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Negotiation Phase
Lessons Learned

• Avoid early staff announcement

• Avoid complex contracts
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so Procurement
Process

Transition
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Transition Schedule

Buyer-Set ^ .

Schedule ^ '

Mutual ^^^^^
Schedule

Vendor-Set

Schedule

Number of Responses
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Personnel Transitions

• Guarantee vendor employment

• Transfer seniority and benefits
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Personnel Termination

Provide good severance
package

Provide outplacement service
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User Support Transition

User On-Site

Vendor Remote

Vendor On-Site

0 2 4 6 8
Number of Responses

so- 186
INPUT

3.8/91

©1991 by INPUT. Reproduction Prohibited. INPUT





Post-Transition Strategies

• Applications Operations

-Weekly meetings

- Monthly reports

- Quarterly VP meeting
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Post-Transition Strategies

• Platform Operations

- Daily communications

- Executive to executive

-Account manager on site

- Ad hoc contacts

Notes
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Transition Phase
Lessons Learned

• Minimize transition time

• Address employee morale
problems

Notes
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so Vendor
Practices
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so Contract Types

Combined

Resource
Utilization

Fixed Price

0 20 40 60 80 100

Percent of Respondents
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SO Contract Length
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Typical Vendor Personnel
Profile

Systems
Operations

Tech. Support

Administration

User Support ^9
10 20 30 40

Percent of Staff

50
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Typical Vendor Personnel
Profile

Network Design
z

Appl. Dev. ^
Project Mgmt.

Sales 1

3

2j
8

7

i

0 10 20 30 40
Percent of Staff
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Vendor Capabilities and
Alliances

% HaVP/O 1 1 CI V c % Use
Capability Alliances

Computer operations 100 90

Applications/ 90 60
development

Business consulting 90 50

SO-131
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Vendor Capabilities and
Alliances

% Have % Use
Capability Alliances

Applications 80 60
maintenance

Packaged appl. software 80 60

Disaster recovery 60 80

SO-132
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Vendor Capabilities and
Alliances

% Have % Use
Capability Alliances

Equipment maintenance 50 70

Network management 10 30
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so Vendor Trends

Client/vendor relationship=partnership

Vendor assumed risks

-Acquire client hardware

-Assimilate client staff

Long-term relationships increasing
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so Competitive

Trends
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Leading SO Vendors, 1989

Vendor Market Share (%)

Electronic Data Systems 16

Computer Sciences

Corporation
5

Systematics 3

Affiliated Computing
Services

so- 193
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Leading SO Vendors, 1989
Vendor Market Share (%)

Shared Medical

Systems
2

Securities Industry

Automation Corporation

2

Boeing Computer
Services

2
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Vendor Motivations

Professional

services

Follow systems
integration contract

Processing

services

Expand remote
processing

so- 195
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Vendor Motivations

Equipment Protect distribution

manufacturer channels

Others Leverage functional

expertise
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so Vendor Classification

Professional Services

• Andersen • CSC
• CTG • Perot Systems

• SAIC • McDonnell Douglas
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SO Vendor Classification

Processing Services

EDS • STM
SAIC • Shared Medical

Systematics • SCT
GENIX . Affiliated Computing
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so Vendor Classification

Equipment Manufacturers

• IBM

• Unisys

• DEC
• CDC
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so Vendor Classification

Other

• Mellon Bank

• FMC
• Citicorp
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so Vendor Issues

• Account control

• Potential conflicts of interest

• Profit maximization vs.

performance

SO-77 INPUT

© 1991 by INPUT. Reproduction Prohibited. '

' INPUT





so Vendor Profiles
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EDS

Systems Operations

Systems Integration

Processing Services

Communication Mgt.

CT-14
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EDS

• 1990 sales - $6 billion

• 60,000 employees

• SO market leader

• Large accounts focus

• Equity position emphasis
INPUT

so- 202

Notes

3/8/91

© 1991 by INPUT. Reproduction Prohibited. INPUT





so- 203

EDS
Targeted markets

- Finance

- Insurance

- State and local government

- Banking

Recent moves into travel

reservation input

Notes
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IBM
Software Products

— Network Services

L-
|

Systems Integration

H Solution Development

HSystem Operations

L-
|
Consulting Services

INPUT
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IBM

• 1990 sales -$69 billion

• 374,000 employees

• World information technology
leader

• New ISSD SO focus

• U.S. "trading areas" focus
INPUT
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IBM
• Targeted markets

- Federal government
- Banking

- Manufacturing

- State and local government
• SO not integrated into "trading

so- 205
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Andersen Consulting

Management Consulting

Software Development

'— Software Products

Education

L
CT-4a
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Andersen Consulting

Systems Integration

Systems Management

Systems Operations

INPUT
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Andersen Consulting

• 1989 sales -$1.5 billion

• 14,000 professionals

• Expanding consulting focus

INPUT
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Andersen Consulting

• Targeted markets

- Manufacturing

- Medical

- Energy

- Consumer products

• Still has strong CASE
orientation input
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Systematics

Software

Turnkey Systems

Facilities Management

Systems Operations

INPUT
so- 208

Notes

3/8/91

© 1991 by INPUT. Reproduction Prohibited. INPUT





Systematics

• 1990 sales - $255 million

• 3,900 employees

• 20+ years in finance/banking

• 948 banking/finance clients

INPUT
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bystematics

• Targeted markets

-Commercial banks

- Saving and loans

- Credit unions

- Mortgage servicing

so- 210
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Computer Sciences

Corporation

Systems Integration

Tj Systems Operations

Professional Services

so- 21
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Computer Sciences
Corporation

• 1991 sales -$1.7 billion

• 22,000 professionals

• Index Group will provide

- Reengineering

- Application management
• Concentrating on "full service" SO

INPUT
SO- 21
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Computer Sciences
Corporation

• Targeted markets

- Strong federal markets

• Resurgent interest in

- Health and insurance

- Distribution (logistics)

- Retail distribution input
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GENIX

Facilities Management

Systems Operations

D Communications Mgt.
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GENIX

• 1990 sales - $50 million

• 270 employees

• Recent merger with MCN
doubled revenue base
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GENIX
• Targeted markets

- Manufacturing

" Process

° Discrete

- Engineering

so- 21
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Vendor Strategies

• Full service providers

• Vertical market focus

• Target companies in transition

• Vendor-client partnerships

• Shared resource use
INPUT
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Vendor Strategies

• Client assets purchase

• Client business investment

• Client staff hiring

• Global networks added

INPUT
so- 27

Notes

© 1991 by INPUT. Reproduction Prohibited. INPUT





Vendor Strategies

• SI projects lead to SO
opportunities

• "Flow-through" prospects

-Add-on equipment
-Software

-Supplies
INPUT
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Summary

INPUT
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Summary

• Renewed SO acceptance

• Large vendors' market entry

• Track record importance

• SI stimulation of SO growth

INPUT
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Summary

• Commercial sector emphasized

• Buyer/vendor partnership

encouraged

• Buyers buy reliability/experience

INPUT
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About INPUT

INPUT 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, turnkey systems, systems integration,

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

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

experience in their areas of specialization. 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 Villa 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. (071) 493-9335 Fax (071) 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) 3864-0531 Fax (03) 3864-4114
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- Multiple customers
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• Processing services

• Vendoppw^hed equipment

• Profy^ional services

- Client-owned equiprent





by: XEROX TELECOPIER 7010 ; 2-28-91 ll:41fiM ;

by: INPUT WASHINGTON DC ; 2-28-91 2:41PM ;

7038476872-*

7038476872^

I





RCU by: XEROX TELECOPIER 7010 J 2-28-91 ll:41fiM ;

SENT by: INPUT WftSHINGTON DC ; 2-28-91 2:41PM ;

7038476872-)

7038476872-^

.n 4

CCITT G3;n 4

f 5 O

Systems Operation^ ^
Drivln orces

• Core business focus

• Business transition

Expense reduction

• Capital preservation
^^^^

Systems Operations

Driving Forces

'Increasing complexity of operations

•Scarcity and^pense of required

talenii^^

—

!osts and problems of systems

upgrades

il

Pet ^eived S< fnhibitors . /

.personh^Coricems

. EmployeeVo^ity

•Vendor en^lo^^^^^'"^ ^ .

.ptar/ce by us^fTimuiflHL

Major Buyer Issues

Perceived Systomo
Operatio riQ Inhibitors

• Savings uncertainty

" Loss of control

• Ser\'ice quality - --j^ .

• Organizational threatsV
. [

* ^P"ce''n abo ut aependency©f^i^ndo7)>w^

»*U 'L^^ »

• Information systems business success

• NoQrito reduce operating cests/preserve capital

• Chollenga it keep abreast of technology

- Lack of skilied pe rsonnel

1





RCU by: XEROX TELECOPIER 7010 ; 2-28-91 li:42fiM ;

SENT by: INPUT WASHIN6T0N DC ; 2-28-91 2:42PM ;

7038476872^

7038476872^

;« 5

CCITT 133; 5

r U.S. Systems Operations
Market Forecast, 1990-1995

1M

U.S. Systems Operations
Marl^et Forecast, 1990-1995

Professional

Services

Processing

Services

CAQR
(PwctnO

13

18

0 4 8 12
Utar Expend&jfvs

($ BiKiont)

11.8

U.S. Systems Operations

Market Forecast, 1990-1995

Piutbrm

1980

1M6

CAGR

14

Systems Operations Market by
Industry Sector, 1990-1995

Banking/

Finance

Federal

Slate/

Local

' 2 3 , s

CAQR

16

12

Systems Operations Market by
Industry Sector, 1990-1995

Discrete

Manuficturtng

Education

1.3

CAQH
(P«rotnt)

22

09
.17

Wholesale 09
Distribution P6.S2

12
-1960

19S5 • 19

0 i 2
UMrExpmdtow

inpBt

Systems Operations Market bv
Industry Sector. 1990-.995

CAGR
(Ptrceni)

to- a

\77777^\ 1 qiggg
y

UwE«pwdiiurti(|BflIteni)



1



RCU by: XEROX TELECOPIER 7010 ; 2-28-91 ll:42ftM ;

SENT by: INPUT WfiSHINGTON DC ; 2-28-91 2:43PM ;

6 . \

7038476872^

7038476872-^

; 6

CCITT 33; n 6

Length of Cvatuatton Process

6 Months

' 4 Months

3 or Fewer Months

1 2 3 4V 5

Number of Respondents

Vendor Evaluation—IroportaTKCe q^Crlterla

Psrsonnet Transfer

Service Levels

Flexibility

Tech.Ab:;'.v

e 3 4 V !

Importance Rating ^
j ^"^^





RCU by: XEROX TELECOPIER 7010 ; 2-2S-91 ll:43fiM ;

SENT by: INPUT WfiSHINGTON DC ; 2-28-91 2:43PM ;

7038476872^

7038476872^

Vendor Evaluation Criteria

Financial Condition

Price of Services

SO Experience

Tech. Ability

rreiiiuain^yufMejiiiurT.,,/ >.y^

5 0 f^^^v^^Lx^"**^ ^

EXHIBIT IV-1

Length of Negotiation

Greater than

1 Month

1 Month

Less than

Month

Number ©
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EXHIBIT lV-7 ^ C^^^'^

Personnel Issues Ne.jO'^i

ffeque rtcy of Mcfi<iof»

\

Management
Interlace

2 4 6

Number of Responses

Equipment llssues Mjt^i'^f^

Equipment
Location

Equipment
Dedication

Equipment
Ownership

2 4 6

Number ot Responses
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EXHIBITW^

Financial/Legal Terms ^Uj^rtsi^e^
-Ffgq utfi

'

icy of y^ention

Performance

Penalties

Early Termination

Extension

Volume Increase

Inflation

V Number of Responses

^0 P/vj/cu«idXlaJ^ /^A^^

Buyer-Set

Schedule

Mutual Schedule

Vendor-Set
Schedule

Number of Responses
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I

Personnel StFato§^

•Guarantee employment wittt^

vendor—5"

•Transfer seniority and benefits

\

User Support iS^'^'^-

2 4 6

Number of Responses

8

J

7038476872^

7038476872^

;«10

CCITT G3;«10

1.0

7
Applications Operations

* Weakly Meetings
* Monthly reports
. Quartertly VP Meeting

Itawag^ycnt strategies

Platfom Operations

« Daily Communicationa
, Executive to Executive

, Account Mgr. on -site
Ad Hoc Contacts

a--vw-j_

6
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5 0 Ci^n^ "^t//^

S 0

Systeins-Opeffitioi It. Pricing
" * MflW

^

1^Combined

Resourca
Utilization

55

0 a 40 flo

PtmntofRaipondMtt

_5 o Contract Length
(Usere' viewpoint)

loor

INPUT I -

TvDical Vendor Personnel

- Profile

Tech. Support |

'

|10

139

20

Admtntetratlon

User Support I

9

6-11*

^ jp 3D 41) SO

7"

Typical Vendor Personnel

Profile

Netwoik Design

Appl. Dev. 3 7

Prplect Mgmt. 3 *

Sales g3 .

3D 40

p»f«nte<St»tt i^pyT
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Vendor Capabilities and

Alliances
%Have
OpabUHy

Computer operations

Applications/

development

Business consulting

100

90

90

%Usa
Alliances

90

60

50

INi

"SI

Vendor Capabi

Allianct

lities ar

3S
% Have
Capability

id

SUse
Alliances

Applications

maintenance

Packaged appl. software

Disaster recovery ^

80

80

1
60

60

60

80

Vendor Capabilities and

Alliances

%Have
Capability

%Use
Alliances

Equipment maintenance

Network management

50 ^
10

70

30

^c> -Syotomc Oftcratlw^e Trends

• Client/vendor relationship=partnGrshlp

• Vendoi^ssumAisk*

• Acquire client hardware

• Assimilate client staff

• Long-term relationships increasing





Leading Sf^»ms Opcnuiows Vendors, 1989

Vendor
Market Share

Electronic Data Ctrvices^
'j'ito

Computer Sciences Corporation

Syslematlcs

Affiliated Computina Services

16

5

3

3

Shared Medical Systems

Securities Industry Automation

Corporation

Boeing Computer Services

Vendor

Professional Services

Processing Services

low-

Equipment Manufacturer

Others

System^ inieoratio\i2l

ProtecUeW-W^tnbut'on

channels 4^
I' erag+f^^^^fKjnctiona! expertise

\
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X 6

•Account control

.Potential conilicts of interest

• Protitmaximization^s.

perlormance
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S 0
EDS

Systems Operations

'—
I Systems Integration

Processing Services

INPUT

^0 5

' -Finance

-Insurance

'State and local gcverrr7,cnt

•Banking ,? f

IBM

SoKwarq Predugi

Network Soryiot

Cus tom«r S^rvie*

^—

T 6 9^

cJUaju-L Ut.5
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Andersen Consuiting

Seflwv* Devtloiiment

{

SyttfTn lnt>or>tion
J

r
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If

Computer Sciences Corp

• Resurgent interest in

X^Heaith and insur

/ll^Pn/Sl 1 ,..ni,T —- _

p— -— T
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Vendor Strategies

• Full service providers

. Vertical market focus

• Target companies in transition

. VendorKjlient partnershtlRS

. Shared resource use ^J)^

Vendor Strategies

client business

. i^client staff ^'-^-'^ri

. jyd global networks ^f^^

Vendor Strategies

^MLluiiiifinlWLirwtinn prnjrrt- lead

to SO opportunities ^ ,

. -Flow-through- cfwte^fiif P-^''*/!^

eppertunitlas

-Add-on equipment

-Software

-Supplies
M- IN
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INPUT
1953 Gallows Road. Suite 560. Vienna VA 22182^ (703) 847-6870

FACSIMILE TRANSMTTTM. FQKM

Date

Destination: Y t^^^ /

ATTENTION:

telephone Number:

Facsimile N^ iiber:

From:

I of ^Number of Pages:

Confidential: Yes.

Urgent: Yes ^ No.

Description:

No ti

INPUT Project aarge Code:,

File:

Chron:
Contact:

Other: . (specify)

CALIFORNIA - NEW YORK - WASHINGTON, D.C. • LONDON - PARIS - TOKYO
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