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Disruptive Business Transformation
Strategic

The “new normal”

Business-centric

Integrated value-add

“Grow/Expand the Business”

Sustained IT Transformation

Vital Maintenance: 
“Beyond Infrastructure”

Fundamental Redesign: 
“Beyond Infrastructure”



% of organizations



Accelerating Time to Market While Lowering Business and Technology Risk
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Lower risk

Speed time to market

Improve product or service quality

Lower costs

Increase revenue



Increase Revenue

Improve marketing/ promotion of products & 

services 

Compete aggressively for market share

Cross-sell/upsell opportunities in customer base

Improve Product/Service Quality

Innovate or deliver new products or services

Find/Develop/Retain Talent

Focus on customer convenience

Lower Risk

Identify threats in business exposure or 

competition

Analytics to recognize risks sooner

Reduce cybersecurity attacks

Speed Time to Market

Improve production processes

Use data to drive strategic decision making

Automate business processes

Lower Cost

Create more efficient/streamlined business 

process

Make workforce more productive

Improve financial analytics

Optimize supply chain and logistics



52%

9.2%

14.2%

28.9%

38.4%

8.9%

Q. Which of the following best describes your organization? n=1738

Market Disrupter: fundamentally changing 

an existing market, such as Uber or Airbnb.

Market Maker: creating a market that did not 

previously exist, such as iRobot, Facebook or 

Twitter

Under Reinvention: reinventing and/or 

repositioning your organization, such as GE's 

focus on environmental technologies

Staying the Course: continuing to execute 

existing strategies

Transitioning: being sold/acquired/divesting/ 

bankruptcy etc. Market

Disruptor

Market

Maker

Under

Reinvention

Staying

The Course

Transitioning

High Business Transformation 61.9% 63.0% 64.0% 39.4% 60.6%

High IT Portfolio Transformation 64.4% 62.6% 63.0% 41.4% 56.8%

% Digital Infrastructure in 2 Years 54.7% 55.8% 56.9% 54.4% 54.3%

% Digital Infrastructure Change 3.5% 5.6% 9.8% 16.5% 11.7%



31% 29% 26%

69% 71% 74%

2015 2016 2017

Beyond

Infrastructure

Infrastructure

Hosting

▪ Managed and Security 

Services holding steady

▪ Application Hosting 

decreasing as percentage of 

total “beyond infrastructure” 

spending: indicative of 

direct-to-SaaS trend

▪ Professional services added 

as a new “beyond 

infrastructure” category in 

2017, accounting for 25% of 

the spending



The New Normal

Basic 

Infrastructure, 

46%

Managed 

Services, 54%

Q. Of your organization's current spending on hosting and cloud infrastructure, 
what percentage is unmanaged (purchased without value-added managed 
services or security services) versus managed (bundled with at least one 
managed, application or security service)? n=1738

Q. Thinking about your organization's managed 
infrastructure spending, what percentage of the 
spending is allocated to each of the following? n=1738

Unmanaged 

Infrastructure, 

38%

Managed 

Infrastructure, 

62%



Changing Mix

Infrastructure Services Application Services Security Services



Storage, Business Continuity, and Full Service Management Drive Adoption

42%

43%

44%

45%

45%

49%

49%

50%

51%

52%

55%

69%

Capacity Planning

Enhanced Service Level Agreements

Application Development Tools & Platforms

Enterprise Mobility Management

Incident Management & Remediation

End-to-End Application Management

Premium 24/7 Support Services

Networking/CDN

Disaster Recovery

Infrastructure/Application Monitoring & Alerting

Archiving

Backup & Recovery



++

Professional Services for Cloud-Enablement

60%

54%

58%

53%

63%

56%

53%

48%

 Cloud Integration Services

Cloud Migration Services

Cloud Assessment, Readiness

and Enablement Services

Cloud Transformation

Services

Coming Year Past year 65%

66%

66%

68%

68%

69%

69%

69%

70%

Cloud orchestration & management

Workload placement

Network consulting for cloud environments

Cloud platform training

Cloud business strategy

Compliance & risk assessment

Backend/frontend integration

Application modernization

Legacy systems/SaaS integration

18% of total hosting/cloud infrastructure spending currently

Two-year window of opportunity until “beyond infrastructure” spending shifts to steady-state mode

Cloud-Enablement Professional Services Adoption Digital Transformation Needs Addressable by Professional Services



Majority Cloud (60%) in 2018

Dramatic workload migration over the 

next two years: from 41% currently to 

60% expected in two years

On-premises to off-premises shift: 

from 35% to 52% 

Significant expansion of public clouds 

(IaaS and SaaS) as workload execution 

venues

Source: 451 Research, Voice of the Enterprise: Cloud 

Transformation, Workloads & Key Projects 2016



The Journey Begins with Private Cloud 

++

Q. Which of the following best describes how your organization will use 

different on-premises & off-premises cloud environments over the 

next two years? (n=1738) 

40%

42%

61%

55%

57%

64%

Hosted private cloud with a
public cloud

On-premises private cloud
with a public cloud

On-premises private cloud
with a hosted private cloud

2017 (n=554) 2014 (n=989)

Q. Has your organization configured any of the following 

cloud deployments for workload migration or seamless 

workload operability? (n=554)



++

60%

63%

67%

68%

69%

72%

CRM

App development/

DevOps

Website hosting/

Web presence

Email/collaboration/

productivity apps

Database/

data warehousing

File storage

Top Workloads in Hybrid Environments

Q. Which workloads is your organization running in a hybrid 

environment? (n=550; respondents with interoperable hybrid 

environments)

40%

44%

47%

49%

49%

56%

56%

64%

Off-site backup /disaster recovery/business

continuity

Private cloud for production workloads;

public cloud for development/test

Integrate backend core systems with cloud-

based digital front-end systems

Enable private/public, on-prem/off-prem

workload migration

Balance between agility/innovation and

security/risk

Extend on-premises  IT resource capacity

without capex

Maximize ROI: on-prem IT for current

workloads; public cloud/IaaS for net-new

Flexibility and choice: run workloads in best

execution venue

Q. Which of the following factors are driving your organization's 

adoption/usage of hybrid environments? (n=550; base: 

respondents with interoperable hybrid environments)



40%

41%

46%

46%

56%

56%

57%

63%

64%

Workload Placement

Advisory and Planning Services

Building and Implementation Services

Cloud Brokerage/Marketplace Solutions

Application/Workload Migration

Cloud Automation and Orchestration

Integration Services

Private Cloud Networking/Interconnection

Cloud Management Platforms

++

Build, Manage, Network, and Integrate
Q. How is your organization implementing and 

managing your hybrid cloud environment? (n=480)

Q. Which of the following hybrid cloud implementation and management 

capabilities have you purchased/ would you consider purchasing from 

a service provider? (n=550)
Other, 1%

3rd party-built 

& managed, 

13%

Self-built & 

3rd party-

managed , 

16%

3rd party-built 

& self-

managed, 30%

Self-built & 

managed 

(DIY) , 41%
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Catalyst for Service Provider Opportunity

89% of organizations are willing to pay a premium for service provider assistance 
60% of organizations want some level of third-party service provider assistance 

Organizations where app developers hold sway are especially keen on service provider solutions

Q. What types of service providers does or would your organization 

look to for hybrid cloud implementation and management 

capabilities? (n=490)

31%

33%

36%

39%

41%

51%

51%

53%

55%

57%

Cloud Broker

VAR

Telco

ISV

Hardware Vendor

Cloud Enablement Specialist

SI/IT Outsourcing

Security Service Provider

IaaS Provider

MSP

Q. Which of the following best describes how your organization would 

like to obtain hybrid cloud implementation and management 

services? (n=549)



++

67% 
of Organizations Consider Service 

Providers ”Strategically Important” to 

Digital Transformation Project Success

54% 
of Organizations Face Skills Shortages 

in Cloud Expertise, Adversely 

Impacting Digital Transformation

50% 
of Organizations Prioritize Working 

with Service Providers For Skills 

Acquisition

70% 
of Organizations Develop and Initiate 

Digital Transformation Projects 

Without IT Input



48%

49%

49%

49%

51%

53%

55%

56%

56%

57%

61%

62%

64%

65%

65%

66%

3D printing

Nanotechnology

Wearables

Containers

Robotics

Artificial intelligence

Serverless computing

Governance/regulatory tools

Sensor-based technology

Social-media enabled business process

Agile software development processes

Data mining and analytics

Data integration across multiple platforms/LoBs

Customer experience management systems

Mobile platforms and applications

Cybersecurity protection

Follow the Investments

% Rating 8-10
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Hefty Premiums On the Table for End-to-End Solutions

Organizations Will Pay Considerable (2x) 

Premium for End-to-End Digital 

Transformation Solutions 
(Infrastructure, Applications/Software, and 

Services (Managed/Security/Professional)

▪ Larger Organizations

▪ Application Developer and Marketing/

LoB IT Decision Markers

▪ Key verticals: Retail, Resources, Infotech, and 

Government

▪ Pre-production cloud adopters/ 

implementers

Q. Which of the following best describes your organization's approach 

to dealing with hosting/cloud service providers to obtain the IT 

services needed for digital transformation projects? (n=773; base: 

engaged in or planning digital transformation projects; preference 

for obtaining IT expertise from service providers)

Other

4%

End-to-end 

single-sourced 

provider 

solution

26%

Multi-

sourced/partner-

based provider 

solution

34%

Best-of-breed 

sourcing & DIY 

built/managed 

solution

36%
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26%

29%

30%

32%

32%

39%

40%

41%

41%

41%

Cloud Broker

VAR

SI/IT Outsourcing

Telco

ISV

Hardware Vendor

Cloud Enablement Specialist

Security Service Provider

IaaS Provider

MSP

Q. Which of the following best describes the type(s) partner(s) 

that your organization's primary hosting/cloud service 

provider works with? (n=1117)

Broad awareness of primary hosting/cloud providers partnering for service delivery

Partner ecosystems expand with digital transformation complexity

Trusted Expertise is the key to successful digital transformation partnerships

33%

33%

35%

36%

38%

38%

38%

40%

41%

44%

Economical/low cost

Competitive Products/Services

24x7x365 support

Solutions for my industry

Product performance & reliability

Secure products and services

Innovative

Technical expertise

Experience

Trustworthy company

Q. In your opinion, which of the following attribute apply to 

the partners your organization's primary hosting/cloud service 

provider works with? Please select all that apply.? (n=1117)



Cloud Share Increases from 7% to 43% 

$0

$20,000

$40,000

$60,000

$80,000

$100,000

$120,000

$140,000

$160,000

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Dedicated Hosting $3,050 $3,257 $3,436 $3,690 $4,562 $4,844 $5,123 $5,414 $5,718 $6,033 $6,534

Shared Hosting $7,734 $8,640 $9,727 $11,256 $12,632 $14,045 $15,528 $17,071 $18,666 $20,293 $21,997

Managed Hosting $12,150 $17,270 $20,954 $25,367 $30,434 $36,256 $42,962 $50,756 $59,663 $69,712 $80,998

Infrastructure as a Service $717 $1,633 $2,994 $4,764 $6,995 $9,698 $12,724 $15,840 $19,082 $22,496 $26,092

Platform as a Service $283 $549 $940 $1,516 $2,279 $3,148 $4,144 $5,172 $6,271 $7,294 $8,615

Infrastructure Software as a Service $695 $1,054 $1,539 $2,176 $3,004 $4,111 $5,476 $6,592 $8,564 $10,288 $12,162

$
U

S 
M

ill
io

n
s

Total Hosting + Cloud $24,629 $32,402 $39,590 $48,760 $59,906 $72,102 $85,956 $101,206 $117,964 $136,216

CAGR  ‘10-’20

7.6%

11.0%

20.9%

43.2%

40.7%

33.1%

20.3%
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Key Takeaways: The Digital Transformation Race
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