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~ The Global IT Market

Survey and
IT M‘?RK” Book Scope
) [ | l
Hardware Hardware Software Processing services (e.g., ADP)
products maintenance products and and Internet services
services services (e.q.,Yahoo!)
Embedded Software
software products
including I ]
AL Professional Enterprise Packaged mass-market
software services solutions software
REVENUEST Sm REVENUESZ M REVENUESZ SM
Top TEN 1. Andersen 5,300 1.1BM 10,270 1. Microsoft 11,600
PLAYERS Consulting 2.Oracle 4,260 2. 1BM 2,560
S‘EN EACH 2. IBM 4920  3.Computer 3240 3. Computer 1,080
UMENT 3. EDS 3,750 Associates Associates
. (1997 4.CSC 3,510 4, SAP 2,360 4. Adobe 760
estimated 5. Science 1910 S HP 2,190 5. Novell 710
Tevenues Apphcatio_n_s 6. Fujitsu 1,810 6.Symantec 550
in SPECTC 6.CapGemini 1620 7 Hitachi 1270 7. Intuit 520
SBGUEOS), o Hp 1520 8. Parametric 760 8.Autodesk 420
8. DEC 1,410 Technology 9. Apple 380
9, BSFJ Origin 1,320 9 Eeopiesoft 700 10. The Learning 350
10. Fujitsu 1,370 0. Siemens 680 Company
26,630 27,540 18,930
! Warldwide professional software services revenues.
2 Worldwide software ficenses and maintenance/support revenues.
Source: IDC, McKinsey database, McKinsey analysis.

Figure 2-1. The segmentation of the IT market todayy
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Figure 2-3. Degree of productization and unit volume in the three market
segments



Services vs Products

PROFESSIONAL SERVICES

PRODUCT BUSINESS

MARGINAL COSTS Almaost constant

MARKET STRUCTURE Highly fragmented

REGIONAL Mainly regional, with increasing
APPEARANCE tendency to globalization
CUSTOMER One to one

RELATIONSHIP

MOST IMPORTANT Capacity utilization rate

NUMBER TO WATCH

RELEVANCE OF 1. Human resources
MANAGEMENT AREAS* 2. Software development
3. Marketing and Sales
4. Strateqgy

Source: Global McKinsey software survey.

Almost zero

Drive towards high
concentration

Highly globalized

One to few,
one to many

Market share
(installed base)

1. Stategy

2. Marketing and Sales

3. Human resources

4. Software development

* According to significance analysis of key success factors in each management area.

Table 2-1. Dynamics of software product versus professional services

business




The Strategy Quotation of the day

« Strategy in software should be treated like chess:
the “maneuvers” game is always easier and can be fun,

but players who excel come from the “positions” game
»

Mr. M. Song
Lead Assessor, ISO/TickIT

BVQl International



The 5 Key Issues for Services

PROFESSIONAL SOFTWARE SERVICES
Top Five
Management
Areas by Priority Key Balances to Find within the Top Five Areas
1 People Invest in developing versus  Focus on short-term
management and retaining individuals profitabiliity by
long term “utilizing people”
efficiently
2 Human resource  Spend time on future versus  Ensure full capacity
assignment business and reputation utilization
building
3 Development Keep project schedules versus  Deliver all features
and top quality
4 Marketing Invest in personal trust- versus  {nvest in more
based relationships and aqggressive brand
keep “professional touch” building
5 Partnering Tie up with many versus  Build up deeper
product partners and relationships with
expand quickly only a few product
partners, but slow
the expansion
Source: McKinsey.

Table 10-1. Key balancing acts of leaders of professional software services

Sfurmis



The 5 Key Issues for Mass Software

MASS-MARKET SOFTWARE

Top Five
Management
Areas by Priarity Key Balances to Find within the Top Five Areas

1 Marketing Invest in marketing to versus  Limit marketing
build dominance expenses to raise
profitablility
2 Partnering Grow the market, but versus Focus on a smaller
share it with partners market, but “take it
alone”
3 Globalization Invest in fast international versus Keep organizational
expansion focus and profitability
4 People Invest in developing and  versus  Focus on short-term
management retaining people long profitability by “utiliz-
> term ing people” efficiently

5 Development Shorten time to market ~ versus Deliver all features
and top quality

Source: McKinsey.

Table 10-3. Key balancing acts of leaders of software mass-market product

firms



The 5 Key Points for Enterprise
Software ?

Point Rank
(1-5)

Development

Globalisation

HR Assignment

Marketing

Partnering

People

Services/Products Strategy

Name (s):




And the winner is ...

Top Five
Management
Areas by Priority

ENTERPRISE SOLUTIONS

Key Balances to Find within the Top Five Areas

1

Partnering

Service strategy

Marketing

People

management

Development

Source: McKinsey.

Grow the market, but
share it with partners

Grow revenues with
products and services
combined

Invest in brand and
relationship building to

reach market dominance

Invest in developing and

retaining people long
term

Shorten time to market

Versus

Versus

VErsus

VETSUS

Versus

Focus on a smaller
market, but “take it
alone”

Maintain organiza-
tional focus on
product business only

Limit marketing
expenses to raise
profitablility

Focus on short-term
profitability by “utiliz-
ing people” efficiently

Deliver all features
and top quality

Table 10-2. Key balancing acts of leaders of enterprise solutions firms
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