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Abstract

The systems operations market, often referred to as facilities manage-

ment, is defined by INPUT as the provision of those services involved in

the operation and management of all or a significant part of the user's

infoimii^on systems functions under a long-tenn ccmtract Hiese services

can be {novidBd in two distinct ways:

• PiofessliMial %rvices, where the vendcH* provides only the personnel to

run the system

• Processing services, where the vendor provides equipment and (option-

ally) faalities, as well as the personnel

This report provides market analyses and five-year forecasts for the

Western European systems operations market. Individual assessments

for each ccMintry mariciet aie included, exc^ for Greece, Ireland md
Portugal, which are treated as a group. The report also contains lists of

leading vendors in each country market for systems operations.

SESMO eiaoi ly MPUT. ftapraducBon PnNMad.
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Introduction

^
Scc^ and Obj^^ves S3f^eins operations (facilities management) is a concept of some

20 years' standing, originating in the U.S. in the late 1960s. The U.S. is

now the most developed market in the world for this delivery mode,

ai^mi^Sii^fmti^fptmSms!^ Ji^anis

also a sigoificant market, accounting for about one-fifth of the total.

Eioqpe has remained relatively undeveloped and only accounts for 9% of

the world market.

Exhibit I-l illustrates the position of systems operations within the

overall information services market. The systems operations market is

divided into two subsectors: processing sttvices, where the user

organisation's information systems applications are performed on ven-

dor-owned equipment; and professional services, where the vendor

provides the staff for systems operations services on client-owned equip-

ment

The objective of this report is to provide market analysis and five-year

forecasts for the Western European systems (^)erations mai^. The
report provides an overall assessment of the Western European market

and individual forecasts for each country market. Greece, Ireland and

Portugal are treated as a group. The leading systems operations vendors

in each coantry are beatified

1
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B
Methodology The research that contributed to this study was dmved torn two main

sources:

• A soies of interviews widi systems operations vend(»-s in Europe

• input's continuous analysis of the computer software and services

market, vMch includes interviews with both vendors and users

Additionally, INPUT'S extensive library and database of information

relating to the software and services industry were utilised.

• QmgtatH is lui ^ecutive overview smmnarising the salioit pdnts oi

the Kjpott.

• CSuipter in im}vi(tes a ctescripdonc^ the Western European asA^
wlK>le and contains the economic and occhange rate assun^pticms used

in formulating the market forecasts.

• CSmptear IV ccmtaiiis fflaiioet amlysis, forecasts and leading vendcn-

assessmrats for each ii^vidual cotmtry market

• The appendixes to the report contain detailed databases of each country

market forecast in local currencymdm ECUs, and a reconciliation of

the differences between this forecast and previous INPUT forecasts for

the systems operations market.

c
Report Structure The remaining chapters of this report are structured as follows:

S^MO e 19810 Iv MPUT. RtpRMhiclian ProMUM. 3
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Executive Overview

A
Historically, systems operations has been considered two niche markets

within the processing and professional services sectors. The increasing

complexity and cost of information systems is now creating considerable

demand for systems c^i^aticMis, estimattxl by INPUT to be growingu
20% per annum and forecast to exceed $2.5 billion by 1995. The market

is dominated by national firms serving their own local markets. How-
evo*, tlie k^^adng capital needs for ^icilities and for development of

sui^ioit mfrasmicture are now being met by multinational c(Hiq>anies diat

can Ofimtem a pan-European basis.

ThnMighoat tiie 1980s, tfie market fm confuting software and services

expanded at a higher rate than for computer equipment, reflecting the

additional support needs of in-house IS (information system) depart-

ments. These needs included software products, systems and applica-

ticms, and i^affing ^vices for systenis analysts aiul propamme^ How-
ever, users of IS have typically managed and retained responsibility for

all the development and operation of their computer-based applications.

As infcmnation systems have cmitinued to beccnx^ mcxc CK»nplex, and as

the costs of developing and operating them have grown, users have begun

to turn to external sources to assist in handling their management. Thus

has emergied a sectnr of market identifiai by l^n^UT as i^s^ man-
agement services. As indicated in Exhibit II- 1, this opportunity is com-

posed of two broad areas of activity: supporting a client's operational

needs (systems operations services), and supporting a client's develop-

moit needs (sy^i^»iiB int^ratkm services). Tht increased willingness on
the part of clients to contract management responsibility to infcmnatLon

services vendors is a trend often referred to as "outsourcing".

Systems Opei^ioiis

—

A Pan-European

Opportunity

^SMO ei991 bf MPUT. RtfMdoclianPioMMwL 5
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EXHIBIT M-1

Outsourcing Opportunities

Systems

K4anagement

Systems
Operations

Systems
Integration

Systems management servioi^ are differentiated from other types of

information services by tiifi specific management responsibility that the

v^dor hdik ffx the service i^nivity. This repeat is concerned only with

systems of^ratkms services.

The systems operation market, often referred to as facilities management,
is defined by DiFUT as the provision of services involved in the (ypexa-

tion and management of all or a significant part of a user's information

systems function under a long-term contract. These services can be
provided in eith^ citwo distinct submodes:

• Professional services, where the vendor provides only the personnel to

run the system

• Processing services, where the vendor provides equipment and (option-

ally) facilities as well as personnel

The captal-intensive nature oi systems operations—either to put suf^xnt

infrastructure in place or to acquire equipment and facilities from users

—

will lead to a market restructiuing that will favoiu: vendors big enough to

opotite on a peacBmopem bam. WitMn ibsl^Mng group clvendbrs in

Western Europe, oriy EDS and IBMopm^ Cm this scale; most oAcr
vendors' operations are limited to their own national markets.

B_
The Western Exhibit n-2 shows INPUT'S analysis and forecast for the Western Euro-

EuTOpean Market P^^'^ systems operations market. It can be seen that the majority of the

market (80%) is in the processing services subsector, in which service is

perfcamed using vento-owned equ^mient

6 e 1991ly INPUT. RapRi«Klion PishMad. 8ESM0
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EXHIBIT U-2

Systems Operations in Western Europe
1990-1995

User Expenditures

($ Billions)

Processing services systems operations business is often gained when
clients sell their information systems assets to the vendor and hand over

oMf^lete mma^ianaiem le^xmsitnlity for die running of the system to the

systems operation contractor. INPUT expects this part of the market to

grow at a slightly slower rate than that for professional services systems

operations. This is because the professional services sector will be easier

to penetrate dirough the adjacent mailxts of systems software siqqxnt,

application systems maintenance and other associated markets. The

^dopment of these professional services does not require the transfer

of IS musts to a vmiSm, an action tiNM floats with consic^a^ble xesii^aiK»

in Wesstem Europe, ttutt meatdo W0t take unless under ec(HK»mc

durm or, in govCTUiieDt sector, foix»d by policy (kcisions.

Oppcatunities for systems operations cK>ntracts can also be found in large

companies that are undergoing major change, either in their structure or

in their use of technology. Currently, European organisations are under-

going unprecedented change in both areas.

Not only the level of costs, but the control of costs can be a significant

advantage of a systems operations contract Some companies run their

in^hoi^^bmuakm ^sirans dX;psatiaeax& as cost centres, or even prc^t

centres, but there are significant difficulties in creating the costed s^vice

SESiyio e 19B1 by INPUT. RapMAieaonPmMUM. 7
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concept internally. Some systems operations vei«3ors therefore pay
much attention to this aspect of the service, and supply clients with a set

of tods that gives &tem a greater sense fsictmool of ti^dr ccfmpata
operatkKis.

Market assessments have to be made very carefully. For vendors, it is

imp<ntant to i»e^t a {Koven tmk lecofd in CHder to win systems opera-

tions contracts. There is thus a tendency for vendors to include other

revenues, such as those for processing services and professional services,

with revenues for systems operations. This is justifiable from the stand-

point that processuig mod pmimmmaX services both represent relevant

skills required for systems operations and may be organised internally in

one business unit However, it does underline the need for care in as-

sessmg tibe mex tjqi>&M&imes^ eaa beca^otj^mMa TtWWt's
market d^initicMi.

Ojuntry Nfoikets

EXHIBIT 11-3

France md^ United Kmgckxn are the two laifest countiy maikets in

Europe for systems operations: between them they account for over 56%
of the total market, as shown in Exhibit II-3. Despite Germany's impor-

tance in terms of overall software and services, the systems operations

market there is relatively small. Germany is recognised voodors as a

difficult market. A few vendors have been implementing systems opera-

tions contracts with littie or no publicity or competition. However, more
vendors are starting to emer^ in Garmmiy, sudi as IBM, Digital Equip-

ment and Daimler-Benz with its newly formed Siib^^ffiaiy, Debis

Systemhaus. The particular reluctance of German companies to adopt

service solutions is likely to continue to impede the German sector from
reacy^ lis pmi&a&al idative to the ovnall aze ofits ecxmomy.

Comparative ^gioital Maricet S^s-~Europe, 1990

U.S. Market Share

Region $ Millions (Percent)

United Kingdom 300 28
France 300 28
Italy 150 14

Scandinavia & Finland 85 8
Ben^ux 85 8
Gerrmny 75 7
Spain 30 3
Switzerland & Austria 25 2
Rest of Europe 7 1

To^ Europe (rounded) 1.060 100

8 e igei by INPUT. Rspwtottm PnhfeM. SESMO
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D
Industry Market

Opportunities

EXHBtT H-4

In contrast, Italy is a relatively significant country market for systems

cqjeratitMis and is s<Mnc way ahead of all the remaining country maifcets.

This situation is largely due to the activities of Finsiel, wilkh was specifi-

cally set up for legal reasons to handle the information systems needs of
Italian government departments.

Exhibit n-4 shows the leading industry sectors of the Western European

systems operations market The next largest sector to local govemment is

tuadcmg md fiinmos, at just undo- 6% maricet share, which ra^hasi^
the dominant role of the manufacturing and govemi^nts sectors to tfie

systems operations market.

Industry Markets
Systems Operations, Western Europe

Industry Sector

19^ Market

($ Millions)

Percent of

Total

Process Manufacturing 230 22

National Government 190 18

Discrete Manufacturing 180 17

Local Govemment 140 13

The iasptxaaaoe dtltut govofmncsit sectOT drives lately finxa the ovmll
importance of the United Kingdom market for systems operations. Gov-

emment policy to privatise services within the state-controlled sector has

created a strong need for systems operations. For example, in the U.K.,

ax of the fowteen feponal health authorities across the country have

systems open^cms ccmtiacts in place.

In the banking, finance and insurance sectors, there arc relatively few
systems operations contracts in Western Europe. These organisations

tend to have large and powerful in-house information systems functions

and a reluctance to transfer their assets to another organisation unless

i^bey him a ngiiil^»t itoehol^g in thitf cc»xptny. Itiis is difforat

from the situation in the United States market, and it remains to bes^
whether this situation will change in Europe.

SESMO eiWI by INPUT. n^MMtuellMPnhWMd, 9
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There are, however, a number of significant systems operations contracts

with large financial institutions. Some of these are with U.S. banks that

have start-up ventnres in Wesimi European maikets or witfi Einopean
iKUiks entering new country aierkets, and Kwac OfflBtracts are for less

significant parts of the company's total systems portfolio. Banks tend to

be very reluctant to release their main client databases to an external

vco^x, sad wasm hrnkx^ s^ssam cpecsg^is (q^atunities (x>nca:n

£ront-dl^ systom away frcwn the mainfiname jnocessing centre.

Systems Operaticms

Competitive

Environment

Ova- the last cou^ ofyem &«te has been increased vendor activity in

the provision of systems operations services in most of the country

markets in Eastern Europe. In addition to established systems operations

vendcnrs aad pRx^^ing stmsm companies, leading equipment vendors
such as IBM and Digital Eqdps^t have also (Altered the market. This

is being done either directly or via joint ventures such as Axone, the

Sema and IBM joint venture in France. Andersen Consulting is bidding

and winaingmmms in tfw U.K., and Price Wat^ouse is ti^oaght to be
considering market entry. BIS NYNEX has recently acquired Perthaiest,

a U.K. local government facilities management specialist, and CAP
Gemini Sogeti has acquired Hoskyns, the U.K. market leader.

EXHIBIT U-5

Exhibit II-5 lists the leading vendors of systems operations services in

Western Europe. EDS is the market leader, even excluding assessment

of its captiveOM bm^ness. All of the companies listed in Exhibit TL-S

are independent organisations (i.e., non-equipment vendors). IBM is the

only equipment vendor included in INPUT'S list of the leading ten

systems operations vendors in Western Europe.

Western European Systems Operations
Leading Vendors, 1989

Company Market Share

(Percent)

Estimated

Revenues

($ Millions)

EDS 10 88

Ho^yns 6 56

Finsiel 5 45

GSI 5 43

10 e 19B1 feymPUT. RipKiduoton PieNbM. SESMO
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Interestingly, the only systems operations vendors with pan-European

presence are EDS and IBM. The market still remains largely driven by
natioiial suppliers.

Tte relatively capital-intensive nature of systems operations (in the

pKK»ssing, not the professional services mode) is likely to lead to some
coa^ped^dve f^tmctraing in the future. Large, successful vendcn^ will

have the opportunity to acquire medium and small vendors within na-

tional markets that are unable to achieve sufficient economies of scale.

Ambitious, growth-orientated companies will seek to acquire companies

with good opeml&oosi. mana^ment skills or to buy up systems c^>aati(His

poatfolios.

In the UJC ^Idication, The Computer Users' Year Book, there were 46
companies listed as suppliers of facilities management in 1988; in 1990,

there were 80 suppliers listed. Similarly, in France, facilities manage-

ment was never mentioned in trade annuals a few years ago, and now
thCTe are at least 90 com^m&s in Frwce offering facilities nianagaiient

€x gerottce de centre.

The leading vendor in the United Kingdom is Hoskyns, which has a

significant lead in market share over its competitors, but does not figure

in any other European countries, having recently withdrawn from the

Dutch market. Systems operations accounts for nearly half of Hoskyns'

total revalues, and iu lecrat acquisiti<m by CAP Gennni Sog^ will

provide an opporuuity for levoaging Hoskyns' expertise in odier ccMjn-

tries in Europe.

In France, GSI is the clear market leader. Telesystemes has the second-

highest systems operations revenues in France, but a significant propor-

tion of these revenues are captive, placing Telesystemes fifth overall

bduiMi@XI,€i^andCisi. Th^ are ik> leading Fr^h voidors with a

aga^^t f»es«ice in all tl» Eurc^)^ country markets.

The Italian market is dl^EH^ted by Finsiel as a resuh its pivmal posi-

ticm in pami&ng information sovices to Italian govenxment depar&nmts.
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Market Analysis and Forecast

4
Market Structure and The systems c^^^tions market is divided into two subsectors:

Overview
• Processing services systems operations

• Profes^cmal so^c^ systems (q)mtions

In the processing services submode, the vendor takes complete responsi-

Hlity for the proviso erf an information systems s&tvke on a kmg-tam
basis (a contract of duration in excess of one y^) undo' a Sf^cMed
service-level agreement. To qualify for inclusion as a processing service,

the systems operations service must be provided on equipment owned by

ibe ^ndor. In many cases tbe isdcmmixm services assets of die client

are transferred to the vendor at tfie ccxncc^nceinent of the contract

This is in contrast to the professional services subsector, where the client

retains titte (ownership) of the information systems assets and contracts

to provide a peqple-based (i.e., i»x)fessioaal) service on ih& client's

installation,

Hic fundamental appeal of& systssm q^rations contract to a user is

economical. Information systems assets can be realised and ongoing

costs and direct employment reduced. Opportunities for systems opera-

ticms ccmtracts are also to be found in large companies that are undergo-

ing major change in structme or technology. Currently, European

organisations are undergoing unprecedented change in both areas.

Tbeaae is an unfHeeed^ted wave frfm&t§a[ and ^^[Wi^ticm activity that is

rci^ructuring most industry markets, and there is a very strong move
away from large centralised mainframes towards smaller distributed

systems. Therefore, systems operatiMis venders have a major opportu-

mty tluxHighout the 1990s to assist coQi|fflni» in m^dng these very

important and expensive changes. In some cases the need is for the

vendor to provide systems operations to facilitate change; in others, the
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client wishes to concentrate its resources on its core business and is keen

to gain the cost reduction and other benefits of outsourcing the informa-

tion systems Itmction.

Forecast Assumptions The market forecasts provided in this report cover the period 1990-1995

aiul include a^ssments for the base year of 1989. The forecasts have
been formulated in local currency and converted into U.S. dollars for

aggregation and comparative purposes. The U.S. dollar andECU ex-

change rates used are listed in Exhibit ni-1.

U.S. Dollar and ECU Exchange Rates, 1990

Country Currency

US Dollar

Exchange
Rate

ECU
Exchar^e

Rate

France FF 6.17 6.8

Germany DM 1.81 2.05

United Kingdom £ 0.631 0.74

Italy Lira 1.336 1,502

Sweden Sek 6.39 7.41

Dermiark DK 7.05 7.8

Norway NK 6.85 7.94

Finland FM 4.21 4.84

Netherlands Dfl 2.05 2.3

Belgium BF 38.06 42.29

Switzerland SF 1.61 1.8

Austria Sch 12.77 14.39

Spain Ras 115.8 129.7

Rest of Europe $ 1 0.83
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The forecasts have been expressed in actual monetary terms and they

therefore include an allowance for inflation. The general inflation as-

sumptions made by INPUT in formulating these forecasts are listed in

l&chibit in-2. This exhibit also shows the inflation assunqniom used in

INPUT'S 1989 nuoicet forecasts for compazative purposes.

Inflation Assumptions

Country

Assumption

1989-1994
Assumption

1990-1995 Change

rranco AH 4 fi rv.O

vjimiiicuiy 4-1 S

1 InitaH Kinnrfa\m 5 5 7f +1 5

iicuy
ew 7 +1 n

D 7

Dpnmark 6w 5 -1.0

norway A c

Rnland 6 6 0.0

Netherlands 2 3 +1.0

Belgium 3.5 4 +0.5

^w^zerlarx:! 2.5 5 +2.5

Austria 3 4 +1.0

Spain 5.5 6.5 +1.0

Rest of Europe 8 10 +2.0

European Average 4.5 5.5 +1.0
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Appendix A provides the detailed forecast data in local ciuiendes, and

Appendix B gives the forecast data in ECUs.

The Systems

Operations Market

EXHIBIT III-3

The forecast growth of the system opmdons maiket in Weston Europe

is shown in Exhibit 111-3.

Systems Operations in Western Europe
1990-1995

Profe^nal

Processing

Services

CAGR
(Percent)

23

20

User ExperKjitures

($ Billions)

Exhibit ni-4 provides more detailed numerical data for the two market

submodes. The overall forecast growth (a 20% CAGR, to exceed $2.5

billion by 1995) is based on an assessment of current observable trends

in the maiket. Howcvct, it sfKXild be recognised that tiie possibility

exists for far higher growth if user resistance to systems operations

weakens. INPUT recognises that this possibility exists, and since sys-

tems operations represents a direct transfer of expenditure from the "in-

hous«" to the services sectOT» it would be po^ible for this to happen quite

rapidly.

The financial aspects of systems operations contr^jts are an extren^y

imp(Htant factor. A user sells its IS (information systems) assets, thus

gaining additional funds, and generally negotiates to buy back the service

at a reduced rate. Additionally, the IS staff is removed from the payroll,

often going directly to the systems operation supplier. It is only the

vendor who needs to &id access to new capital to fti»i d^ expansicm of

the business.
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EXHIBIT III-4

Systems Operations Market Forecast, 1990-1995
Western Europe

Market Forecast ($ Millions)

Subsector 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Pnx^^ng
Services

725 860 1,025 20 2,100

Professional

Services

155 195 245 23 560

Total 880 1.055 1.270 20 2.660

Systems (qyeiations services can thus prove extremely attractive to

Cffganisaticms facing financial pressures. The recessionary trends now
beginning to appear in the European economies, notably in the U.K.,

along with continued cost increases in running large mainframe process-

ing c(»ities, ccMikl pxmgi a la0^ rate of growth tfian is ideated by
current trmds.

Traditionally, the cqyeraticm of the system has been managed in-house,

with ti» outside supplier pfxividing only specific services and products

such as systems software, programming support or training. However,

many in-house information systems departments are unable to keep pace

witfi fast-changing donands fisn^lioiltons, ot to respmul swiftly to tiws

need for major changes in technology. The appropriateness of systems

operations as a response to end-user needs is conditioned by a greater

willingness on the part ofchmm to cGtOtact giei^imnagement respon-

sibility to dieir supplim. Hiis trerui is oftra referred to as "outemncing".

As can be seen from Exhibits in-3 and ni-4, the majority (some 30%) of

the total systems c^)eraticHis market is accounted fw by ihc ^xx^dng
services subsector, where the service is run on vendor-owned equipment.

The business is often gained by the client selling the information systems

assets to the vendor and handing over complete management re^XMisiM-

ity for the numing of the system to the systems (^erati(ms ccmtractCB*.
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INPUT expects this part of the market to grow at a slightly slower rate

than that for professional services systems operations. This is because

the professional services sector win be easier to penetrate through the

entry markets of systenos software suppoat, £q)plication sys^ns mainte-

nance and other adjacent markets.

The development of these professicmal seivk;es does not require tlie

selling of IS assets to a vendor, an action that is reasted in Western
Europe unless users are forced by economic duress or, in the govaranent
sector, by a poUcy decision to outsource the service.

Exhibit ni-5 shows the country market analysis of the total Western

European systems operations market. The United Kingdom and France

clearly stand out as the two largest individual country markets, together

representing over half the total market. Italy is also a relatively signifi-

cant market and is some way ahead of the remaining countries' systems

operations markets. This situation is due to the activities of Finsiel,

which was !|)ed£ically %t up for legal remom tt» hmSis ft» tnfonnaticMi

systems needs of Italian govonment depaimnents

Comparative Regional Market Sizes
Europe, 1990

U.S. Market Share

Region $ Millions (Percent)

United Kingdom 300 28

France 300 28
Italy 150 14

Scandinavia & Finland 85 8

Benelux 85 8

Germany 75 7

Spain 30 3

Switzerland & Austria 25 2

Rest of Europe 7 1

Total Europe (rounded) 1,060 100

Interestingly, Germany has only a 7% share of the overall market for

systems operations. The particular reluctance on the part of German
conqjanies to adopt service solutkms is likely to condni» to prevent the

Gefmaa sec^ from reaching its potential idative to the size o£ its

ea»iomy.

Exhibit III-6 provides more detdled coiu^ wadsstd^ aiMi the five-

year forecast for each country, (xmveited into U.S. hilars for ccso^ara-

tive purposes.
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EXHIBIT III-6

Systems Opemtions Compamtive Country Markets
Western Europe, 1990-1995

Subsector

Maricet Forecast ($ l\/lillions)

1989 1990 1991

1990-1995

CAGR
(Percent) 1995

France 250 300 355 19 710

Germany 65 75 90 18 170

United Kingdom 240 300 370 23 830

Italy 130 150 180 22 400

Sweden 30 35 40 16 75

Denmark 11 13 15 17 30

Norway 10 12 15 16 25

Finland 20 25 30 19 65

Netherlands 45 55 65 20 135

Belgium 25 30 35 18 75

S^in 25 30 35 16 65

Switzerland 12 15 20 19 40

Austria 7 8 9 16 17

Rest of Europe 6 7 9 24 20

Total

(Rounded) 880 1,055 1,270 20 2,660
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D
Competitive Exhibit III-7 shows the 10 leading systems operation vendors in Western

Environment Europe in 1989. Only one of these vendors, IBM, is an equipment

imnufactQier, aldioagh there aie indicatkxDS Aat a&ier equipment ven-

dors such as Digital are entering the market Only three of these leading

10 are U.S.-owned companies, but of these, two—IBM and EDS—are

the only companies with anything approachmg a pan-European portfolio.

Hoskyns for example, is the number two vendca- in Europe, but since ite

withdrawal from the Dutch market, its systems operations revenues are

now derived entirely from the United Kingdom. It is possible that Cap
Gemini Sogeti will use its acquisition of Hoskyns to generate a pan-

Eurc|iean systems cq)eTations business.

Leading Vendors of Systems Operations
Western Europe, 1989

Rank Comf^ny

Market

Share
(Percent)

Estimated

Revenues

($ Millions)

1 EDS 10 88

2 Hoskyns 6 56

3 Finsiel 5 45

4 GSI 5 43

5 SD-Sdcon 3 30

6 AT&T Istel 2 19

7 Concept 2 19

8 IBM 2 18

9 Cisi 2 16

10 Telesystemes 2 15

Other 61 531

Total 100 880
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The relatively capital-intensive nature of systems operations (in the

processing, not the professional services mode) is likely to lead to some
competitive Testractiaing ifi tite future. Large, suc^s^^ v&idsm will

have the opportunity to acxpatcm^um and small vea^s v^ithin na-

tional markets that are unable to achieve sufficient economies of scale.

Ambitious, growth-orientated companies will seek to acquire either those

Qxmj^mi^ mtti good pp^iitional management ^dlls or to buy up systems

operation portfoUos.

Industry Market

Analysis

EXHIBIT III-6

The industiy m^tor Malysis of tiie ^sterns operatii^ madcet is i^iown in

Exhibit ni-8. The largest sector is process manufactitting, accounting for

just over a fifth of the total market

Systems Operations Industry Sector Market
Analysis—Western Europe, 1989

Industry Sector
Market Size

($ Millions)

Percent of
T" J. 1

Total

($ Millions)

Manufacturing

- Process

1 OVJ

230

1 7

22

Distribution

(Retail and Wholesale) 45 4

Transportation 40 4

Utilities 55 5

Banking and Finance 60 6

Insurance 30 3

Government
- National

- Local

190
140

18

13

Services 45 4

Others 40 4

Total 1.055 100
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CXher si^iificant differences between the systems operations industry

sectors and the software and services market as a whole are the relative

weakness of banking and finance and insurance in systems operations,

and the relative ^lengdi of central and local govenunent

The importance of the central and local government sectors is due to the

relative impoitance of the United Kjngdcxn market, and the fact that

^tmc sectors are the most active in the United Kingdom due to govern-

ment policies. There are also, however, important government contracts

in France and the Netherlands.

In the banking, finance and insurance sectors, there are relatively few

systems operations contracts throughout Westem Europe. These

organisations tend to have large and powerful in-house infomuoion

systems functions and are reluctant to transfer their assets to anoti^

organisation unless they have a significant shareholding in that company.

This is different from the situation in the United States market, and it

remains to be se«i wheAor diis ^taation will cfaan^ in Europe.

There are, however, a number of significant systems operations contracts

with large financial institutions. Some of these are with U.S. banks that

have start-i^ v^toi)^ in Weston European country maiicets or with

European banks entering new country markets, and some contracts are

for less significant parts of the company's total systems portfolio. Banks

tend to be very reluct^t to Tcl&am main cUott databases to an

external vendor, and noos^ bankingsymm opmas&om fx^pomsMts
concern front-office systems away from the mainframe processing

centre. However, Sopra in France has had a complete systems operations

contract wift a ftrach commercial bank since 1976.

It is possible that the pressures of deregulation and increased competition

could, in the long term, affect the banking, finance and insurance mar-

k^, just as they aie affecting the manufacturing markets. The break-up

of closed user group processing centres for banks in Scandinavia and

Germany could provide many opportimities for systems operations

ymdars mth fimmdal sector clients.
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Country Market Analysis

^
France France is one of the two largest individual country markets in Europe.

The market analysis and forecast for France is shown in Exhibit IV- 1.

The matioet for sy^ons operaticmi s«vices has devel(q)ed con^derably

in^ kst five years and potential cUents are now much more aware of

the concept of systems operations. This means that vendors can now
devote more of their marketing and sales effort to promoting then- unique

servKC offerings rather dian marketing tl^ geno^ systems op^^ons
ccmcept

EXHIBIT IV-1

Systems Operations Market Forecast, 1990-1995
France

Market Forecast (FF Millions)

Subsector 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

Services

1.250 1,450 1,700 18 3,280

Professional

Services

300 380 480 24 1,120

Total 1,550 1,830 2,180 19 4,400
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There are now at least 90 companies in France offering facilities man-
agement or gerance de centre. The leading systems operations vendors in

Fiance mt lilted in ExMUt IV-2, widi GSI as the clear maiket leado*.

Telesystfemes occupy the second position were it not for the fact

that a large proportion of its revenues has been designated as captive to

France Telecom. Axone, the newest entrant to the market, is a joint

v^tture betwe^ Senamd IBM. Ax(»ie also offers disas^ recovery

services.

Leading Systems Operations Vendors
France, 1989

Rank Company

Market

Share

(Percent)

Estimated

Revenues
(FF Millions)

1 GSI 16 250

2 EDS 8 130

3 GFI 8 125

4 Cisi 7 100

5 Telesystemes 6 90

6 Dataid 5 70

7 Sitb-Ageris 4 55

8 Sodinforg 3 45

9 Concept 3 45

10 Axone 2 30

Oilier 38 810

Total 100 1,550

The approach of systems operations vendors in France is distinct from

that of liie United Kingdnn ac the United States, in that there is less

emphasis on taking over the whole of the jwocessing resource. Compa-

nies such as GSI approach systems apfXdAom as a hiunan resources
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opportunity. Systems operations contracts initiate the transfer of people

from the user community to the vendor community. It is the opportunity

to employ these people and utilise thdr ^dUs, ciiten doing lix same bmc
jobfmc^m as w^^vi^ wcnking direcdy for the client, that

genmt^ icvraue eii^ansion.

B
To date, Germany has been a very difficult environment for systems

operations vendors. German users have not in general been predisposed

to service solutions, and systems operations presents an even greater

chidleiige than the sale oi id-hoc sei'vices. However, the jHessure on
users to reduce processing centre costs and retain key information sys-

tems staff are present in the market-place in Germany as elsewhere.

The developDdf^t of systems operations services by Debis Systemhaus

Gmbh (a division of Daimler Benz) for example, is a strong indication

that the market potential for systems operations services exists. Conse-

qimidy, IHKn'h pstME&ag sttmig growth over the next few years in

this market The f(«ecast for dieO&mm tmrkct is shown in Exhibit

IV-3.

EXHIBIT IV-3

Systems Operations Market Forecast, 1990-1995
Germany

Market Forecast (DM Millions)

Subsector 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

Services

100 110 125 16 230

Pmfessional

Services

20 25 32 25 75

Total

(Rounded)

120 135 155 18 305

The leading systems operations vendors in Germany are listed in Exhibit

IV-4. EDS clearly has market leadership, which it has been able to

develop firom its captive revenue \me oiAdam Opel (the German subsid-

iary ofGM). Whilst soxoR small c(»npanies, ratably AUdata, have

Geraiany
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developed systems operations services in response to the needs of certain

clients, newer entrants now include major companies like IBM, Digital

an4 as mratkHied above, Dainder Benz. This incre^ in vradc»- activity

will increase the market profile and user awareness of systems opmitUMis

as a service solution for Gennan companies.

Leading Systems Operations Vendors
Germany, 1989

Rank1 lui ir\ vywi 1 IUC4I ly

Market

Share

EstimatedWilli k \^ \Jt

Revenues
(DM Millions^I L^l V 1 IVIIIIIWI Ivl

1 EDS 50 60

2 IBM 13 15

3 Daimtsf Benz 8 10

4 Alldata 6 7

5 Digital 4 5

6 Taylorix 3 4

7 Siemens 3 3

8 AC 1 1.3

9 Datron 1 1

10 Sietec 1 0.7

Others 10 13

Total 100 120

Ve»dcx- exp^ii^iee iocUcates tiiat it can take many years of discussions

befoie a German Ci3m|)any will sell its assets to an external vendor, but as

more contracts are signed, and the advantages and nature of the service

become more widely known, systems operations is likely to develop into

a mcHe agai&^t imiket In my event, forecast powth for die (Hofes-
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sional services subsector is much higher than that for the processing

services subsector of systems operations. The sale of information sys-

tems assets is, of course, only required for the developnimt of the pro-

cessing services subsector.

It could be argued that multinational companies, having a more intema-

ticmal cultffipc, m^t be better prospects for systems operaticms services

in Germany. This does not take into account the likelihood that a multi-

national company's German subsidiary, particularly if well established,

will exhibit many of the traits of a German-owned company. The best

poti^al fix sdling systems operadcms services tnigjit therefore be into

multinational companies that are new to the German market, and that are

establishing start-up companies there. The most developed industry

mai^ in Qaamny is manufacturing.

C
United Kingdom The United Kingdom, with France, is one of the major systems opera-

ti<xis (xxmtiy markets in Emt^. In the last <^«iple c€ years s(«ie noajra-

operations contracts have been placed in the United Kingdom, signifi-

cantly raising the profile of this service mode amongst the user and

vendor communities. Some exan^le of tiiese major contracts are listed

below:

• The DRG Group placed a £4 million per-annum systems operations

contract wifli Andefsai Consulting.

• The Varity Corporation placed a £7 million per-annimi contract with

Data Networks PLC, part of the Sema Group.

• central computing facility of the defunct GLC (Greater London

CkHincil), the London Residuary Body, placed a £13 million per annum
contract wiA Hoskyns, now part c€the CAP Geadm Sogeti

o^aoisatkm. This (»Mitract is now being run down.

Vendors are reporting a considerable increase in user interest in systems

c^ieratims s«vi<»s in the U.K. miok^ Qttrently, re<»s^ffliary forces

within the United Kingdom economy are likely to further this trend, as

users seek approaches that can help them reduce costs for their informa-

tion systems organisations. Exhibit IV-5 i^tows the imric^ growth

fOTBcast for die United Kingdcnn noaiket

In addition to the interest and activity evident in the commercial sector

for tfiis <teliv«y mode, there has be«i very strtmg denmnd gei^ated in

the government sector. Government policy, both for central government

departments and local government organisations, has provided a consid-

erable boost to the market. Perthcrest, for example, is a vendor that has

^ledalised in tite local government systems operations market.

Perthcrest is now part ofNYNEC, following acquisition by NYNEX'
BIS subsidiary.
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EXHIBIT IV-5

Systems Operations Market Forecast, 1990-1995
United Kingdom

Market Forecast (£ Millions)

Subse(^or 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

ServU^s
135 170 210 23 470

Professional

Services

15 19 24 24 55

Total

(Rounded)

150 190 235 23 525

The growthd the potential vendor community in the United Ktngdmn is

evidenced by the growth in the number of companies listed in the U.K.

Computer Users Year Book as suppliers of facilities management ser-

vices. In 1988 the figure was 46; in the 1990 edition, 80 vendors are

listed. These new entrants include not only major multinational

organisations such as Andersen Consulting, but smaller processing

services companies. NMW, for example, is a processing services com-

pany spedaHsing in tfie finandd services sector ibst has developed a

system operations capability. ITnet is a systems operations vendor that

was developed from the internal information systems department of

Cadbury Schweppes. Management buyouts have also been a favoured

appoecbflicouraged by the availabili^ of finance aiki the increase

wc^taka^ ctf the sy^ems (q>eiaticms concept

Exhibit IV-6 lists the leading ten vendors in the United Kingdom opera-

ticms iicKUicei. Hc^l^ns, as menticmed above, is of course now part of tiie

CAP (kmini Sogeti i^map.
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Leading Systems Operations Vendors
United Kingdom, 1989

Rank Company

Market

Share

(Percent)

Estimated

Revenues

(£ Millions)

1 Hoskyns 25 38

2 EDS 10 15

3 AT&T Istel 10 14

4 Datasolve 8 12

5 Data Networks Pk: 5 7

6 SD-Sdcon 4 6

7 CMG 3 5

8 Andersen Consulting 3 4

9 CFM 1 2

10 ITnet 1 2

Other 30 45

Totel 100 150

J

The Italian market is the thmi liofest wSk'MmX country market in Eu-

rope, largely due to^ dominant position of Finsiel. Finsiel is the largest

independent software and services organisation in Italy and owes its

position to the unique nature of its market—the provision of processing

services to Italy's governmental and public sector instittttioiis. The

market analysis and forecast for the Italian market and the leading five

vendors are shown in Exhibits IV-7 and IV-8, respectively.
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EXHIBIT JV-7

Systems Operations Market Forecast, 1990-1995
Italy

Market Forec^t (Lira Billions)

Subse<^or 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Services

130 150 180 20 380

Professional

Services

40 50 63 25 155

Total

(Rounded)

170 200 245 22 535

Lei^nng Systems Operations Vendors
ttaly, 1989

Rank Company

Market

Share

(Percent)

Estimated

Revenues
(Lira Billions)

1 Fir^ei 35 60

2 CDS/Concept 9 15

3 Cerved 6 10

4 Sarin 4 6

5 Datitalia 2 4

Other 44 75

Total 100 170
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Apart from Finsiel's special market situation in the public sector there is

not, as yet, any evidence to indicate a significant shift in emphasis from

intemal to external sourcing for systems operations services. However,

die &mcept of outsourcing is well understood in genoral by liit user

community. The activities of EDS, for example, are well known, al-

though no contracts outside of the captive GM sphere have yet been

An area of opportunity in the Italian market is in providing systons

oporations contracts for financial institutions. Considerable

i^kmdisat^ wmoi^^ a teagmait&d bant^g sector ia tiiep«-1992
environing is likdy to gmaat& systems (q)erations business oppcHtnni-

ties.

Swed^ Although Sweden has a substantial processing service sector, this has not

led to the development of a strong systems operations market. There is

no evi^m^, for example, of users ecsstracting out their systems opera-

tions functions to assist them in tfae shift to new systms and new tech-

nology. However, the problems now evident in the economy and the

consequent need to control internal costs may have some impact on the

growth of tile syst^ns (^temtions ^ctor. The bieak-4ip ofco-opesntii^

processing services organisations and the need to adjust to change—for

example, the industrial restructiuing generated by merger and acquisition

activity—^may be further driving forces for systems operations. The most
powerful inhibitor to the growth of systems operations in Sweden is

labour legislation, which makes the transfer of staff between

organisations—^from the user to the systems operations vendor—a Com-

dex md cosdy (qieration.

In consequence, the growth of the systems operations market in Swedai,

shown in Exhibit IV-9, is at one of the lowest rates forecast for any

Bxsop&mcawmy. The leacfing five vendors in this n^ul^ sector are

listed in Exhibit IV- 10. The absence of the multinationals is notable.

However, IBM has an equity stake in Modulforetagen Piadata, and EDS
may gain an opportunity to penetrate the market through support activi-

ties at Saab now diatGM has takoi a 50% shareholding in di^ ccnnpany.
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Systems Operations Market Forecast, 1990-1995
Sweden

Martlet Forecast (Sei^ Millions)

Subsector 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

Services

180 205 235 16 435

Professional

Services

20 23 27 17 50

Total

(Rounded)

200 230 260 16 485

Leading %Mni8 Oiieralions Vendors
Sweden, 1989

Rank Company

Market

Share

(Percent)

Estimated

Revenues
(Sek Millions)

1 EOEBE 30 60

2 Svenska Datacentralen 15 30

3 Dataliolin 5 10

4 Modulforetagen Piadata 3 6

5 DAAB 2 3

Other 45 91

Total 100 200
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E
J)&an^a^ The forecast for growth in the Danish systems operations market is

shown in Exhibit IV- 1 1 , A Icey difference for the Danish market in

ccMx^arison wi^ that (tf Sweden is ttit mudi most Ubmd employn^nt
Uiw. This could allow systems operation ccmtracts to be develcqied wmh
mote quickly than is anticipated in Sweden.

EXHIBIT IV-1

1

Systems Operations Market Forecast, 1990-1995
Denmark

Market Forec^ (DK Millions)

Subsector 19^ 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

Services

60 70 82 17 150

Professional

Services

15 18 21 17 40

Total

(Rounded)

75 90 105 17 190

The restructuring of industry, commerce and finance— a common feature

in Europe in general in the run up to 1993—is certainly affecting Den-

m^. These changes could be a potent driving force for sy^^m opera-

tions contracts as new groupings create organisations without the neces-

sary skills to run their own facilities or that cannot develop them quickly

enough internally.

A good example of this restructuring is taking place within the Danish

banking system. Essentially, Denmark has too many banks with too

many Iminches to ccwnpete successfully in a deregulated envirwMnent

As a result, we are witnessing a restructuring of the sector—for example,

the merging of the Den Danske Bank, the Copenhagen Handlesbank and

the Provinsbanken. Another example is the merger of the Privatbanken,

SDS and the Andelst^iiken. Hie result of these m^ers is critical for a

service vendor like PBS, the largest processing services and systems

operations vendor in Denmark, that has seen six large clients reduced to

two. TMs reductkm In tbemaa^ ofcmnpetitors may als» kad ibese

two remaining org^misatioas to be more reluctant to outsource critical

functicms with the same v&adaac.
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Exhibit IV- 12 lists the leading five vendors in the Danish systems opera-

tions market. PBS and JDC are clearly the two most important vendors

Le»ling Systems Operations Vendors
Denmark, 1989

Company

Market

SharG

(Per(»nt)

Estimated

RevenuQS

(DK Millions)

1 PBS 27 20

2 JDC 20 15

3 IBM 8 6

4 OK Data 7 5

5 Datema 1 1

Other 37 28

Total 100 75

Q.
Norway Ir Norway, as in other Scandinaviiui countries, inoc«ssing snvices

companies are splitting up and restructuring. Amongst potential clients,

deregulation has meant that banics and insurance companies are having to

compete, and the rigidity of tl» c^bsedma group pro^sing centre, ^th
competitors using the same i^lications, is not appropriate to the new
situation. In addition, the cost of mainframes and mainframe software is

making the large processing centre less competitive in comparison to an

AS/400, or a riMcompntet udng UNIX. As Nc»wefian companies
reevaluate and change their information systems strategies, soms systems

operations opportunities will arise.

One reason for external cc^racting is a shortage (rf skills. However,
there is not the same shortage of information systems skills in Norway as

in other countries. Norway has one of the highest rates of unemployment
among people wiih isa&xmi&sm sysi»ns skills in Euit^. The ^blon
of restrictive labour laws in Norway is not as sevov as in Sw^en, nsx
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are labour laws as liberal as in Denmark. Firms reducing their

headcounts are a driving force in the Norwegian systems operations

market The aunfcet foiecast fcxN^way is^own in Exhibit IV- 13.

EXHIBIT IV-13

Systems OpentaisMmM Forecast, 1990-1995
Norway

Market Forecast (NK Millions)

Subsector 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

Services

55 65 80 17 140

Professional

Services

15 18 21 14 35

Total

(Rounded)

70 85 100 16 175

Exhibit IV-14 lists the leading systems operations vendors in Norway.

There is co^dmt^ ccmsolidaticHi taking place, as in the case ofNTT,

which has miefgcd out of Kommunedata. Additionally, Teamco and

Probus have merged their activities and will be known as Teamco AS
from January 1991. The availability of large contracts is limited in

NomsLy. ft is die sn^dl ccmipanies sharing large mainframe costs that aie

feeling the pressures and that are turning to outsourcing first. The move
away from the mainframe is one of the key drivers in the Norwegian

market.
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EXHIBIT lV-14

Leading Systems Operations Vendors
Norway, 1989

Rank CompEmy

Market

Snare

(Percent)

Estimated

Revenues
(NK Millions)

1 EDBA/S 14 10

2 NIT 11 8

3 IBM 9 6

4 T^UDCO 7 5

4 Nordata Vestdata 7 5

6 Fellesdata 6 4

7 CM 3 2

7 Sendee Data 3 2

9 Probus 1 1

9 Rogafansctei^ 1 1

Other 38 26

Total 100 70

H
Finland Computer users in Finland arc suffering from a combination of high

soitmm development cos^ and an inability to keep their informaticMi

systems staffs due to shortages of key skills. There is a major de-

cen&alisation of information systems processing currently taking place in

Hnland, and ^fstems operaticHis ism cq^rtunity for processing vendOTS

to ccmtinue their client relationships by levmging their skills base,

instead of losing out completely to in-house solutions. As a result of this

decentralisation, combined with lack of skills to implement new solu-

^om in-h(mse, Ftnlfmd is exMMting growth dian any otfaor coim-
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try market in the Scandinavian region. As indicated in Exhibit IV- 15, the

compound annual growth rate forecast for Finland over the next five

years is 19%.

EXHIBIT IV-15

System Oiimtkins Market Forecast, 1990-1995
Finland

Market Fore(^ (FM Millions)

Sul^ctor 1989 1990 1991

1990-1995

CAGR
(Perwrrt) 1995

Processing

Services

80 95 110 19 225

Professional

Services

15 18 22 20 45

Total

(Rounded)

95 115 130 19 270

Rimish-owned companies are dominant in the leading five systems

qporaftions vendors listed in Exhibit IV- 16, although Programatic is in

fact the subsidiary of Programator, a Swe^^-o^^ company.
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E»ietTIV-16
Leading Systems Operations Vendors

Finland, 1989

Company

Market

Share
(Percent)

Estimated

Revenues
(FM Millions)

1 Tietotehdas 26 25

2 Paakupunk 16 15

3 Programatic 8 8

4 VTKK 5 5

5 IBM 4 4

Other 41 38

Total 100 95

CThe Netherlands Dutch companies, as ethos in Western Europe, are invdvcd in review-

ing del^^g the issues raised by outsourcing—namely, the extent to

which it is appropriate to apply it to the critical "core" business systems

or only to supportive back-office functions. Large, in-house information

systrans d^a^oeitts mtcoo^g m6at pressure dirough their inability to

respond to the changing needs of business. As in many countries, the

shortage of IBM systems skills, exacerbated by the current confusion

over SAA and all the current changes in IBM software strategies, is

temptiag soms con^ianies to rid themselves of the problem by using an

outside ccHitractor.

The f(»%cast fcff the Dutch maiket is shovm in Exhibit IV- 17. One strong

inhibiting force in this market is the very restrictive Dutch employment
legislation, which makes it very difficult to shed labour. This lack of

flexibility could deter some vendors from developing the market.
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EXHIBmV-17

Systems Oporstions Market Forea»t, 1900-1995
The Netherlands

Mmrim Forec^ (Dfl Milions)

Subsector 1989 1990 1991

1990-1995

CAGR
(Pefoent) 1995

Processing

Services

70 82 96 19 195

Professional

Services

25 31 38 22 85

Total

(Rounded)

95 115 135 20 280

Chic company that has witibdcawn because of these labour problems is

Hoskyns, which no long^ coDductS s^t^nsqperations in the Dutch

market. At the same time, a new entrant to the market is Volmac, which

has acquired a government computer centre in Heerlen, and has been

q)erating a systems operatkms buidi^ss mux^ beguming of 1990.

Additionally, H.C.S. Facility Sa^<^ has^ iq) an (xpem^oa in

Nieuwegein.

RAET, which is the leading vendor in the Netherlands, as shown in

Exhibit rV-18, is restructuring its offering in this market with a view to

making itself more international, and to improve its networking capabili-

ties. It has, however, expericaoced pxkiksam ^i^iff to time of fih^kyns

due to employment legiidation diat is rei^ricdng its growtii in this maxket
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EJOilBiT iV-18
Leading Systems Operations Vendors

The Ndlfiertands, 1 989

Company

Market

Share

(Percent)

Estimated

Revenues
(Dfl Millions)

1 RAET 21 20

2 EDS 16 15

3 CMG 13 12

4 BV Computer Centaim 4 4

5 CSC/CIG 3 3

Other 43 41

Total 100 95

Belgium Belf^tm is a ndirtivdiy laiiall maricet for systems <^rati<ms smices and
is further fragmented by being split into a Dutcli-spealcing subsector and

a French-spealdng subsector. Exhibit IV- 19 shows the overall sys^ns
qp^^ions market fcaecast for Belgium. The list of leading vendors in

Belpun is^wn in ExMt^ IV-20.

Interestingly, only one of these vendors, Cegeka, is majority owned by a

Belgian company, underlining the international nature of tt» ffiaiio^t and
the role of Brussels as an attraction for European headquarters locations.

The Dutch-speaking area of Belgium is attractive for market entry by

Dutch companies, as shown by the start-up activities in 1990 of Volmac
and H.C.S. F^ility Services.
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EXHIBIT IV-19

Systems Operations Market Forecast, 1990-1995
Belgium

Market Forecast (BF Millions)

Subsector 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

Servk^s
900 1,040 1^20 18 2,420

Professional

Services

130 155 185 18 355

Total

(Rounded)
1.030 1.195 1,405 18 2.775

EXHIBIT IV-20

Leading Systems Operations Vendors
Belgium, 1989

Rank Company

Market

Share

(Percent)

Estimated

Revenues
(BF Millions)

1 CSC 29 300

2 Cegeka 15 150

3 EDS 12 120

4 IBM 10 100

5 CMG 6 60

Other 28 300

Total 100 1,030
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K
The systems operations market in Switzerland is very small (around $17
million in 1990) and forecast to grow at a rate below that of the European
maifo^ 1^ a whde. Tlie mailcet andy»s and fioitiaEt^ is k
IV-21. Hm assessanrat could change if there is a ccHisidamble revisicm

of the cimi^t ccmsovative attitude towards outsourcing.

Systems Operations Market Forecast, 1990-1995
Switzerland

^MakB^ Forecast (SF Millions)

Subsec^r 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

Services

20 24 29 18 55

Professional

Services

2 3 4 22 8

Total 22 27 33 18 63

It is important to recognise that the Swiss market in general is beginning

to face considerable challenges, as its independent role within a more
economically integrated Europe—^particularly in respect to the banking

mid finaace sectcx*—is feassessed. Potential ^)dtive moves towards

outsourcing could be generated by the Swiss process manufacturing

sector—a sttong sector for systems operations in general—and the high

costs of computer perscnmel.

The leading vendors in the Swiss systems operations market are listed in

Exhibit IV-22. Apart from the Swiss market leader Telekurs, the market

is d<8mnated by foieign-owned cxxapsa^.

Switzerland

EXHIBIT (V-St
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Leading Systems Operations Vendors
Switzerland, 1989

Rank Company

Market

Share

(Percent)

Estimated

Revenues

(SF Millions)

1 Telekurs 35 7

2 IBM 10 2

3 m 10 2

4 Digital 5 1

5 GSI 5 1

Other 35 7

Total 100 20

Austria The Attstrian tmikst demcmstrates ^milar resi^mce to tte systems

operations philosophy to that in the German market. The Austrian

market analysis and forecast is shown in Exhibit IV-23.

The leading syst»n operations vendors in Austria are listed in Exhibit

IV-24. German-owned vendors exploiting the German-language market

and major multinational equipment vendors, with their strong support

Tpxe^Go^Mt tihe most WBtly to be iMe to (kvdqp^ systems qpexaticns

c^XHtunities that do arise.
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EXHIBIT iV-23

Systems Operations Market Forecast, 1990-1995
Austria

Market Forecast (Sch Millions)

Subsector 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

Services

65 74 84 16 155

Professions

Servk^s
25 29 34 16 60

Total

(Rounded)
90 105 120 16 215

EXHIBIT IV-24

Lading Systems Operations Vendors
Austria, 1989

Rank Company

Market

Share

(Percent)

Estimated

Revenues
(Sch Millions)

1 IBM 17 15

2 Data Service 13 12

3 GRZ 9 8

4 Unisys 7 6

5 MsuT^ement Data 3 3

Other 51 46

Total 100 90
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M
Although Spain is one of the fastest growing country markets for soft-

ware and services generally, systems operations is not a market that is

expected to exhibit voy strcmg growtfi in the imminent ftrtore. As shmm
in Exhibit IV-25, the compound annual growth rate for Spain is 16%

—

which, allowing for inflation, indicates real growth of less than 10%.

Systems Operations Market Forecast, 1990-1995
Spain

Market Forecast (Ras Millions)

Rank

Subsector 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Processing

Services

1.500 1.700 1.940 16 3,540

Professional

Servkses

1,400 1.700 2.040 17 3.700

Total

(Rounded)
2,900 3.400 3,980 16 7,240

Spain

EXHIBIT IV-25

EDS, which naturally has been supporting General Motors in Spain at its

plant in Zaragoza, recently began a contract with Telefonica. However,

in general there is still no clear indication of strong interest in

CN^nuidBg in Spain. Two anempts to develop systems operaticms

contracts, one with Cadlniry Schweppes and the otha: with Font Vella,

have fallen through.

The leading weadms, apart from IBM, are likely to be dominated by
Eiench-owned companies. The strength of systems operations vendors in

France will allow vendors such as GSI to extend into the Spanish market

thixMigh their existing subsidiaries. The leading five vendors in Spain are

shown in ExhiHt IV-26.
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Leading Systems Operations Vendors
Spain, 1989

Rank Compffiiy

Maitcet

Share

(Peix^m)

Estimated

Rwenues
(Ras Millions)

1 GSI 9 250

2 Errtel 8 240

3 IBM 7 200

4 Alcatel 3 100

5 Eltec 2 50

Other 71 2.060

Total 100 2,900

IS

Rest of Europe "n»e renaiiiing countries, not identified individually above, are the three

smallest economies in Europe: Portugal, Greece, and the Republic of

Ireland. In total they represent only a very small market for systems

c^^en^am, m is ^k:^ in ExhiMt IV-27. The tteve&qnn^ of tiie maiket

in these three countries is most likely to be stimulated during the forecast

period by the severe shortage of experienced systems programmers and

other information systems support staff. It is also a market more likely to

be devetefed nm'ia^^emm v&idxm—bttt Matrix, aDublin-ba^
software and Servians cmnpany, has recently launched a system opCTa-

tions service.
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EXHIBIT IV-27

Systems Operations Market Forecast, 1990-1995
Rest of Europe

Market Forecast ($ Millions)

Rank

Subsector 1989 1990 1991

1990-1995

CAGR
(Percent) 1995

Procdssing

Services

5 6 7 22 16

Professional

Sen^^
1 1 2 32 4

Total 6 7 9 23 20
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Detailed Forecast Data, Local
Currencies

EXHIBIT A-1

Systems Operations Market Forecast by Subsector,
1990-199S (in Lml Currency)

France

1989
(FF Millions)

1989-1990

Growtti

(Percent)

FF Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

1,250 16 1,450 1,700 1.990 2,340 2,750 3,280 18

Professional

Service
300 27 380 480 600 745 920 1,120 24

Total

(Rounded)

1.550 18 1,830 2.180 2,590 3.085 3.670 4.400 19

EXHIBIT A-2

Systems Operations IVIarlcet Forecast by Subsector,
1990-1995 (in Local Currency)

Germany

1989

(DM mum)

1989-1990

Growth

(Percem)

DM Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Pro(^sing
Services

100 10 110 125 145 165 195 230 16

Professional

Service
20 25 25 32 41 51 62 75 25

Total

(Rounded)

120 13 135 155 185 215 255 305 18
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EXHIBIT

Systems Operations Market Forecast by Subsector,
1990-1995 (in Local Currency)

United Kingdom

1989

(£ Millions)

1989-1990

Growth

(Percent)

EMUUons 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Servfe3es

135 26 170 210 260 320 390 470 23

Professional

Services

15 27 19 24 30 37 45 55 24

Total

(Rounded)

150 26 190 235 290 355 435 525 23

EXHIBIT A-4

Systems Operations Marlcet Forecast by Subsector,
1990-1995 (in Local Currency)

Italy

1989

(Lira Millions)

1989-1990

Growth

(Percent)

Lira Billions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

130 15 150 180 215 255 310 380 20

Professional

Services

40 25 50 63 80 100 125 155 25

Total

(Rounded)

170 18 200 245 295 355 435 535 22
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EXHIBIT A-$

Systems Operations Market Forecast by Subsector,
1990-1995 (in Local Currency)

Sweden

1989

(Sek Millions)

1989-1990

Growth

(Percent)

Sek Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

180 14 205 235 270 315 370 435 16

Professional

Services

20 15 23 27 32 37 43 50 17

Total

(Rounded)

200 14 230 260 300 350 415 485 16

EXHIBIT A-6

Systems Operations Market Forecast by Subsector,
1990-1995 (in Local Currency)

Denmark

1989

(DK Millions)

1989-1990

Growth

(Percent)

DK Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing 60 17 70 82 96 112 130 150 17

Professional

Services

15 20 18 21 25 29 34 40 17

Total

(Rounded)

75 17 90 105 120 140 165 190 17
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E»1ffilTA-7

Systems Operations Market Forecast by Subsector,
1990-19^ (In Local Currency)

Norway

1989

(NKMiUions)

1989-1990 NK Millions 1990-1995

CAGR
Subseelor 1990 1^1 19^ 1993 1994 1995

Processing

Services

55 18 65 80 95 110 125 140 17

Professional

Services

15 20 18 21 24 27 31 35 14

Total

(Roundml)
70 19 85 100 120 135 155 175 16

vEXHIBITA^

Systems Operations Marlcet Forecast by Subsector,
1990-1995 (in Local Currency)

Rnland

1989

(FM |ytillii»is)

1989-1990

Growth

FM Millions 1990-1995

CAGR
(Percent)Subse(^ 1991 1992 1993 1994 1995

Processing

Ser\dcds

80 19 95 110 1^ 155 185 225 19

Professional

Service
15 20 18 22 27 33 39 45 20

Total

(Rounded)

95 19 115 130 155 190 225 270 19
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EXHIBIT A-9

Systems Operations Market Forecast by Subsector,
1990-1995 (in Local Current)

The Netherlands

19^
(Dfl Miions)

1989-1990

(Pe«»nt)

Dfl Millions 1990-1995

CAGR
(Percent)1990 1991 1992 1993 1994 1995

Services

70 17 82 96 113 133 160 195 19

Professional

Service
25 24 31 38 47 58 70 85 22

Total

(Rounded)

95 19 115 135 160 190 230 280 20

EXHIBIT A-10

Systems Operations Marlcet Forecast by Subsector,
1990-1995 (in Local Currency)

Belgium

1989
(BF MiHions)

1989-1990

Growth

(Percent)

BF Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Servk^
900 16 1.040 1,220 1,440 1,700 2,020 2,420 18

Professional

Services

130 19 155 185 220 260 305 355 18

Total

(Rounded)
1,030 16 1,195 1,405 1.660 1,960 2.325 2.775 18
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EXHIBIT A-11

SystemsOpmUom Market Forecast by Subsector,
1990-1995 (in Local Currency)

Switzerland

1989
1989-1990

Growth

SF Millions 1990-1995

CAGR
Suteector (SF Millions) (Percent) 1990 1991 1992 1993 1994 1995 (Percent)

Processing

Service
20 20 24 29 34 40 47 55 18

2 SO 3 4 5 6 7 8 22

Total 22 23 27 33 39 46 54 63 18

EXHIBIT A-1

2

Sys^s Opentions MaiMFepmst by Sub^ctor,
1990-1995 (in Local Currency)

Austria

1989

(Set) Millions)

1989-1990

Growth

(P^fcerM)

SchMifflons 1990-1995

CAGR
(Percent)1990 1991 1^ 1993 1994 1995

Processing

Services
65 14 74 84 97 112 131 155 16

Professional

Services
25 18 29 34 40 46 53 60 16

Total

(Rounded)
90 14 105 120 135 160 185 215 16
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THE SYSTEMS OPERATIOI^ MAIKET—WESTERN EUROPE, 1990-1995 INPUT

E}a41BiTA>13

Systems Operations Market Forecast by Subsector,
1990-199S (In Local Currency)

Spain

1989

1989-1990 Ptas Millions 1990-1995

CAQR
(Percent)SubteGisr 1990 1991 1992 1993 1994 1995

Processing

Service
1,500 13 1,700 1.940 2.240 2.600 3.020 3,540 16

Sendees
1.400 21 1.700 2.040 2.400 2.800 3.250 3.700 17

Total

(Rounded)
2.900 17 3,400 3,980 4,640 5,400 6,270 7,240 16

EXHIBIT A-1

4

Systems Operations Market Forecast by Subsector,
1990-1995 (in Local Currency)

Rest of Europe

19^
($MiWons)

1989-1990

Qrowlh

(P«i6irit)

$ Millions 1990-1995

CAGR
(Percent)subsector 1990 1991 1992 1993 1994 1995

Processing

Services
5 20 6 7 8 10 13 16 22

Professionsri

Services
1 0 1 2 2 3 3 4 32

Total 6 17 7 9 10 13 16 20 23
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Detailed Forecast Data, ECUs

EXHIBIT B-1

Systems Operations Market Forecast by Subsector, 1990-1995 (in ECUs)
France

1989

(ECU
Millions)

1989-1990

Growth

(Percent)

ECU MiUions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

182 16 211 247 290 341 400 477 18

Professional

Services

44 27 55 70 87 108 134 163 24

Total 226 18 266 317 377 449 534 640 19

EXHIBIT B-2

Systems Operations Market Forecast by Subsector, 1990-1995 (In ECUs)
Germany

1989

(ECU
Milfbns)

1989-1990

Growth

(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

49 10 54 61 71 80 95 112 16

Professional

Services

10 25 12 16 20 25 30 37 25

59 13 66 77 91 105 125 149 18
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THE SYSTEMS OPERATIONS MARKET—WESTERN EUROPE. 1090-1995 INPUT

EXHIBIT

Systems Operations Market Forecast by Subsector, 1990-1995 (in ECUs)
United Kingcioni

1989

(ECU
1989-1990 ECU Millions 1990-1995

CAGR
(Percent)Subset^ 1990 1991 1^ 1993 1994 1995

Processing

Services

182 26 230 284 351 432 527 635 23

Professional

Services

20 27 26 32 41 50 61 74 24

Total 202 26 2S6 316 392 482 588 709 23

EXHIBIT B^

Systems Operations Market Forecast by Sul>sector, 1990-1995 (in ECUs)
Italy

1989
(ECU Millions)

1989-1990

Growth

(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Proee^li^
Ser\Hces

87 15 100 120 143 170 206 253 20

Professional

Ser^;^
27 25 33 42 53 67 83 103 25

Total 114 18 133 162 196 237 289 356 22

EXHIBIT B-5

Systems Operations Market Forecast by Subsector, 1990-1995 (in ECUs)
Sweden

1989
(ECU

Millions)

1989-1990

Growth

(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

24 14 28 32 36 43 50 59 16

Professional

Services

3 15 3 4 4 5 6 7 17

Total 27 14 31 36 40 48 56 66 16
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THE SYSTBiBOPBROTIONS iMWCET—WESTEFW ElWOPE. 1880.1995

EXHIBIT B-6

Systems Operations Market Forecast by Subsector, 1990-1995 (in ECUs)
Denmarfc

1989

(ECU
Millions)

1989-1990

Growtli

(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

8 17 9 11 12 14 17 19 17

Professional

Services

2 20 2 3 3 4 4 5 17

Total 10 17 11 14 15 18 21 24 17

EXHIBIT B-7

Systems Operations Market Forecast by Subsector, 1990-1995 (in ECUs)
Norway

1989
(ECU

Millions)

1989-1990

Growth

(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Sut}sector 1990 1991 1992 1993 1994 1995

PrcK^ssing

Service
7 18 8 10 12 14 16 18 17

Professional

Services

2 20 2 3 3 3 4 4 14

Total 9 19 10 13 15 17 20 22 16

EXHIBIT B-8

Systems Operations Market Forecast by Subsector, 1990-1995 (in ECUs)
Finland

1989
(ECU

Millions)

1989-1990

Growth

(Percent)

ECU MHHons 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

17 19 20 23 27 32 38 46 19

Professional

Services

3 20 4 5 6 7 8 9 20

Tc^ 20 19 24 28 33 39 46 55 19
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EXHeiTB^

SysMsOpaM&m Martsit PeniMt by Subteetor, 1990-1995 (In ECUs)
The Nethenands

1989
(ECU

Millions)

1989-1990

Growth
(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Servk}^
30 17 36 42 49 58 70 85 19

Servtoes

11 24 13 17 20 25 30 37 22

Total 41 19 49 59 69 83 100 122 20

S^lems OperaHons itaffiet Fofmat by ^baector, 199&'1995 (in ECUs)
^gtum

1989

(ECU
Millions)

1989-1990

Growth
(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Proc^slng

Servk^
21 16 25 29 34 40 48 57 18

ftofessional 3 19 4 4 5 6 7 8 18

Total 24 16 29 33 39 46 55 65 18

EXHIBIT B-1

1

Systems Operations Market Forecast by Subsector, 1990-1995 (in ECUs)
Switzerland

1989
(ECU

Millions)

1989-1990
Growth

(Percent)

ECU Millfons 1990-1995
CAGR

(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

11 20 13 16 19 22 26 31 18

Professional

Services

1 50 2 2 3 3 4 4 22

12 23 15 18 22 25 30 35 18
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EXHIBIT B-1

2

Systems Operations Market Forecast by Subsector, 1990-1995 (In ECUs)
Austria

1989

(ECU
Millions)

1989-1990

Growth

(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

f^ocesslng

Services

5 14 5 6 7 8 9 11 16

Professional

Servk^
2 16 2 2 3 3 4 4 16

Total 7 14 7 8 10 11 13 15 16

EXHIBIT B-13

Systems Operations l\/lari(et Forecast by Subsector, 1990-1995 (In ECUs)

1989

(ECU
Millions)

1989-1990

Growth

(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

12 13 13 15 17 20 23 27 16

Professional

Services

11 21 13 16 19 22 25 29 17

Total 23 17 26 31 36 42 48 56 16

EXHIBIT B-1

4

Systems Operations Marlcet Forecast by Subsector, 1990-1995 (in ECUs)
Rest of Europe

1989
(ECU

Millions)

1989-1990

Growth

(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

4 20 5 6 7 8 11 13 22

Professional

Services

1 0 1 2 2 2 2 3 32

Total 5 17 6 8 9 10 13 16 23
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EXHIBIT B-1

5

Systems Operations Market Forecast by Subsector, 1990-1995 (in ECUs)
Western Europe

1989

(ECU
Millions)

1989-1990

Growtii

(Percent)

ECU Millions 1990-1995

CAGR
(Percent)Subsector 1990 1991 1992 1993 1994 1995

Processing

Services

638 18 756 900 1,075 1,282 1,536 1,844 20

Professional

Services

138 25 173 216 269 331 403 489 23

Total 776 20 929 1,116 1,344 1,613 1.939 2,333 20
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Forecast Reconciliation, 1989-1990

Exhibit C-1 shows the changes made in Has year's forecast in comparison

to the previous year's. The principal reasons for these changes are:

• The gaaacal rise of European cunendes against the U.S. dollar

accounts for some 3.3% of the increase

* A reevaluation of the market size, resulting fix>m the re^sarch carried

out for this report. This has affected the processing subsector more

significantly than the professional services subsector.
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THE SYSTEMS OPERATI0>»MAWgT—W^TETOI EUROPE. 199&-1WS

EXHerrc-i

Systems Operations Reconciliation of IMarlcet Forecast

Wi^mi Europe

Subsector

1^9Mar1®t 1994 Market
1989-1994
CAGR
Forecast

in 1989

1990-1995

CAGR
Forecast

in 1990

1989
Report

$ M

1990
Report

$M
Variance

(Percent)

1989
Report

$M

1990
Report

$ M
Variance

(Percent)

Processing 640 725 +13 1,570 1,770 +13 20 20

Services

Professional 145 155 +7 430 455 +6 24 23

Services
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