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Gartner analyzes execution, strategic vision, and data center outsourcing and hybrid

infrastructure services offerings for North America of 20 DCO/HIMS providers. Sourcing,

procurement and vendor management leaders should use this analysis to select the best

provider for their strategic initiatives.

Strategic Planning Assumptions
By 2021, many CIOs will fail to capitalize on technology innovation that could reduce the cost of

data center outsourcing services up to 50%.

By 2020, more than 50% of current manual operational tasks in infrastructure managed services

will be replaced by intelligent automation (IA) services.

Market Definition/Description
This Magic Quadrant evaluates 20 leading service providers’ ability to deliver data center

managed services (DCMS) in North America. DCMS comprises the following (see their

definitions below):

Data center outsourcing (DCO)■

Hybrid infrastructure managed services (HIMS)■

Private cloud managed services■

Mainframe managed services■

ERP hosting managed services■

Data center transformation services■

Cloud migration services■

Infrastructure utility services (IUS)■

Remote infrastructure management (RIM)■

Edge DCMS■
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This complex set of data center capabilities and services is shifting from legacy data center

services to hybrid IT with managed virtual private cloud services plus hyperscale public cloud

services. It is managed via a mix of remote infrastructure management (RIM) services

leveraging traditional tools, cloud management platforms (CMPs) and intelligent automation. As

in previous years, this Magic Quadrant excludes simple, dedicated web hosting and colocation

services, public cloud-only services, and providers that entirely subcontract their services.

Future growth in DCMS will come from the increasing demand of customers wishing to reduce

their own data center footprints, while leveraging hyperscale and providers’ economies of scale,

extensive capabilities, and intelligent automation effects. Key components for providers’ growth

will include:

As such, these providers must be successful in supporting not only this industrialization (Mode

1) wave, which focuses on IT efficiency and effectiveness, but also the rapid innovation and

DevOps requirements of their successful digital customers (Mode 2).

Unit prices for traditional and cloud services continue to decline, and customers are

accelerating their digital transformation to pursue business and volume growth. Market forces

are accelerating consolidation and requiring customers to focus on contract transformation.

Customers are implementing faster, more agile and more transformational approaches to their

infrastructure sourcing strategies (see “How to Select Your Global IT Infrastructure Service

Provider in 90 Minutes Instead of 90 Days, 2019”).

Agile selection and negotiation approaches are replacing the traditional RFI/RFP approach on

30% to 40% of the current deals. This approach is a fact-based, auditable approach, led by

Gartner and based on thousands of data points and evidence on providers’ capabilities, and on

more than 600 references and customers’ evaluations during inquiries performed by Gartner

analysts throughout 2018.

This Magic Quadrant is accompanied by three drill-down documents:

Infrastructure components (hybrid IT management services, private and public cloud, Internet

of Things [IoT] and edge computing)

■

Digital infrastructure transformation activities (cloud migration, data center transformation

and consolidation, and data center and workload optimization)

■

Exploitation of the synergy between infrastructure and application operations; developing

vertical solutions; identifying, targeting, delivering and jointly measuring business outcomes

and business value added

■

An analysis of the most important critical capabilities required to satisfy the transformational

requirements of North American customers (“Critical Capabilities for Data Center

Outsourcing and Hybrid Infrastructure Managed Services, North America”).

■
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Definitions

Data center outsourcing: These deals are mostly a bundle of standardized managed services

and customized transition and transformation services. They may include the management of

client premises, as well as colocation, hosting, cloud services and edge computing (micro data

centers, edge data centers). Information management software and system management tools

may be provided and used by the outsourcer or the enterprise client. Services may be provided

at the client site or off-site. IT assets may be owned by the client, the external service provider

(ESP) or a third party. Contracts may include the transfer of client employees, IT assets and

facilities to the service provider.

Hybrid infrastructure managed services: Gartner defines these as the service provider

managing the multiple infrastructures used by the organization (legacy and traditional

environments, private cloud, and public cloud). Hybrid managed services include the

management of traditional data center environments, other infrastructure utility services and

private cloud. They also include Amazon Web Services (AWS), Google, Microsoft Azure and

other public cloud service providers by the number of server instances, applications, users or

environments on the respective public clouds. All services are delivered seamless to the client

organization, as the HIMS provider maintains the relationship with the cloud and noncloud

providers and ensures end-to-end visibility and management of the hybrid environment.

Private cloud managed services: Private cloud computing is a form of cloud computing that is

used by only one organization, or that ensures an organization is completely isolated from

others. Private cloud managed services are services to deliver cloud-based compute

capabilities through a dedicated infrastructure — on-premises at the client location, or hosted at

private cloud managed service provider data centers or third-party data centers. Private cloud

managed services are restricted in access to the client organization. They can be delivered

through either dedicated cloud assets (known components dedicated to the client) or software-

defined assets (dedicated segments of shared assets), which form a virtual private cloud.

These services also include the delivery of IUS based on private cloud.

Mainframe managed services: Mainframe services reflect dedicated virtualization platforms

aimed at processing millions of instructions per second (MIPS). Mainframe services often refer

to supporting legacy applications, written in languages like COBOL or FORTRAN, running on

large IBM System/370 or z/OS systems. Mainframe services, however, include any proprietary or

other legacy mainframe solutions (e.g., Unisys and Fujitsu).

ERP hosting managed services: Hosting services comprise the infrastructure components and

facilities to physically or virtually host applications. Such hosting services comprise dedicated

A publication on specific aspects of outsourcing performances (“Evaluate Major

Infrastructure Service Providers on Their Global Operational Performance Metrics”)

■

A review of provider customer satisfaction (“Providers’ Strengths and Weaknesses: Cloud

Migration, Hybrid Infrastructure and Workplace Services”)

■
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or shared assets in preagreed data centers. The services include all layers up to and including

the specific OS to run the applications, and all the technology required to integrate the

application with other applications at the client location or third-party locations (B2B

interfaces). In regard to ERP hosting, the services are expanded to also include public or private

cloud hosting, with compute environments configured to maximize ERP application

performance. ERP hosting can therefore include, for example, SAP HANA Enterprise Cloud

(HEC) or Oracle Cloud propositions, or infrastructure utility for SAP (IU4SAP).

Data center transformation services: These services provide development, deployment or

integration of computing hardware. Increasingly, these services assist clients in migrating to the

public and private cloud. Services may include detailed design and implementation services

with specific activities around technology assessments and platform modernization, such as

rehosting, migration to a converged infrastructure system or migration to cloud-based

environments.

Infrastructure utility services: Gartner defines this as the provision of outsourced,

industrialized, asset-based IT infrastructure managed services below the business application

functional layer. IUS is defined by service outcomes, technical options and interfaces, and is

paid for based on resource usage, allocation or number of users served.

Remote infrastructure management: This is a delivery model that providers often embed in

DCO. This is an acceptable approach for DCO relationships that are based on a client-owned or

third-party-owned data center, and when a single service provider delivers RIM. In this case, the

client signs a single service contract with one service provider for the whole set of DCO

services. In this type of contract, the main provider is responsible for end-to-end service delivery,

including management and control of the hosting subcontractor. Managing data centers and

other computing capabilities from remote locations (control centers) is the delivery model most

often embedded in DCO. IT supports DCO relationships that are based on a client-owned or

third-party-owned data center when a single service provider delivers RIM. Labor-based RIM will

be replaced and augmented by intelligent automation services in the short to medium term,

while also extending to IoT infrastructures and edge computing.

Edge data center managed services: Edge computing describes a computing topology in which

information processing and content collection and delivery are placed closer to the sources and

repositories of this information. Edge DCMS includes services related to implementing, scaling

up and managing IoT platforms. IoT workloads often need to be processed in a timely manner

where information is generated by sensor and devices, requiring edge computing and micro

data centers.

Geographies

For North America: The combination of Canada and the U.S.

Magic Quadrant
Figure 1. Magic Quadrant for Data Center Outsourcing and Hybrid Managed Infrastructure
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Services, North America

Vendor Strengths and Cautions

Accenture

Gartner estimates that the DCO/HIMS business of Accenture had revenue of roughly $3.6 billion

globally in 2018, an increase of 11% year over year (YoY). In North America, we estimate that

Accenture’s DCO/HIMS revenue is $1.7 billion, up 7%. In this region, Accenture has 94,600

physical servers under management and manages 116,000 virtual machines (VMs) for clients

(up 42% YoY), while also supporting 44,200 instances in public cloud, for YoY growth of 25%.

Within its ERP operations in the region, Accenture hosts Oracle systems supporting 324,000

users (up 5%) and SAP systems supporting 260,000 users (also up 5%). In North America,
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Accenture had an average annual deal size of about $4.2 million, while globally, it averaged $3.4

million annually. Accenture takes an application-centric approach to address its clients’ legacy

challenges and their journey to the cloud by isolating legacy environments and developing new

functionality on cloud-native applications.

Strengths

Cautions

Atos

At an estimated 2018 revenue of $4.7 billion, the global DCO/HIMS business for Atos grew by

roughly 13%. We estimate that North America DCO/HIMS revenue for Atos is $1.3 billion,

Accenture differentiates its DCO/HIMS service offering by focusing on the application layer to

drive infrastructure transformation. It does this by creating an API layer to provide

microservices from its legacy applications to allow a progressive transformation of the

underlying infrastructure. Accenture’s private cloud environment is also focused on

optimizing application performance for the client’s most critical workloads. It strives to align

the applications, cloud, infrastructure and security holistically for a client cloud journey.

■

Accenture has continuously invested in intelligent automation and analytics. Its automation-

first approach is generating positive results, including a 26% reduction in the total number of

incidents since FY17. It focuses on the client’s business outcomes, having created a portal to

keep track of the savings generated by its initiatives.

■

Many clients praise Accenture for being a strategic business partner, and for focusing on

what matters for the client. Other clients also praised Accenture for its proactivity in bringing

new and innovative solutions.

■

Accenture’s application-centric approach to DCO transformation will be more effective in the

deals where it also holds application development and maintenance responsibilities.

Additionally, the various teams report to different management, so coordination is critical.

Accenture has maintained an asset-light approach. Clients looking to shift to on-premises “as

a service” (aaS) models with providers taking over the assets may not be considered prime

opportunities for Accenture.

■

Despite having achieved better results with its automation and artificial intelligence (AI)

initiatives, Accenture did not manage to offset staff increases relative to revenue increase,

and is below average in terms of full-time equivalent (FTE) reductions with automation. Its

inability to escalate automation and AI to aggressively reduce costs may hinder its ability to

deliver sustainable cost and price reduction to clients over a long-term contract.

■

Accenture scored below average in the quality of services delivered from low-cost

geographies. Some clients expressed concerns with miscommunication and lack of

coordination between Accenture’s onshore and offshore teams. Other clients reported that

Accenture’s cost structure can be challenging over a long-term contract.

■
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representing a 6% decline from last year. In North America, Atos supports 79,500 physical

servers and 103,000 VMs (or a 22% increase YoY), as well as 3,610 instances in public cloud

(11% annual change). Within its ERP operations for the region, Atos hosts Oracle systems

supporting 584,000 users (up 4%) and SAP systems supporting 267,000 users (down 12%).

Deals for Atos in North America averaged roughly $4.7 million revenue annually, compared to a

global annual average deal size of $2 million. Atos sees the future as requiring DCO to be

extended to the IoT device, with ubiquitous connectivity and end-to-end services. It is a hybrid

technology provider supporting customers on their journey to digital industry solutions.

Strengths

Cautions

Atos has reinvented its offerings over the last few years to support digital transformation, and

now supports hybrid orchestration, with the journey to cloud underpinned by cybersecurity

offerings, IoT and big data analytics. It has developed a plan called ADVANCE 2021 to

address the next 10 years of industry platforms, data insights and servitization (everything as

a service), along with strong security services. Atos’ position was further enhanced with its

two recent acquisitions of Syntel and SIX Payment Services, which will help its digital

business capabilities.

■

Atos’ plan for execution revolves around its TIME framework, which includes (T) technology

expertise and partnerships; (I) industry focus and go-to-market (GTM); (M) mobilization and

IoT; and (E) enhance and automated delivery model. Atos has a strong focus on IoT strategy,

edge computing and automation capabilities, and has completed several proofs of concept

and rollouts of these leading-edge technologies. Automation is at the heart of Atos’ IP-led

transformation, reducing time and cost in all phases of the journey.

■

Reference clients indicated that Atos’ technical knowledge and ability to deliver DCO and

HIMS are very good and that it is very flexible with the contract. Clients also praised Atos’

mainframe infrastructure modernization skills and overall mainframe support and operations.

■

Atos had a reduction in revenue in its North American business for 2018. It is moving away

from a traditional DCO model to more of a HIMS/cloud-first model, but it also needs to bring

all its new and existing customers through the digital transformation. Atos recognizes the

business value that technology can bring, but it is behind other Leaders in using consulting as

either a key route to market and method of client engagement, or as a driver of business

benefits.

■

As Atos develops new capabilities, it needs to make sure that it is still addressing its existing

customers for the delivery of DCO and HIMS. It needs to ensure that new offerings are also

discussed with existing customers and made available to help them meet their business

outcomes and objectives. DCO staffing grew significantly in North America as a result of the

Syntel acquisition, creating extra pressure on Atos’ deployment of automation solutions

across its entire customer base.

■
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Capgemini

At an estimated 2018 revenue of $2.6 billion, the global DCO/HIMS business for Capgemini

grew by roughly 3%. In North America, we estimate that Capgemini’s DCO/HIMS revenue is $546

million, a slight increase of about 1%. In this region, Capgemini has 7,160 physical servers under

management and manages 69,200 VMs for clients (up 56% YoY), while doubling its support for

public cloud instances to 13,200. In North America, 505,000 SAP users are supported through

Capgemini’s hosting, up 2% YoY, while it hosts Oracle ERP solutions supporting 16,500 users, an

increase of 20%. Average annual deal sizes for Capgemini are estimated to be $1.6 million in

North America, and $1.9 million globally. Capgemini is focused on migrating clients to its

Capgemini Cloud Platform (CCP) through a three-part journey that includes migration, operation

and innovation.

Strengths

Cautions

Some clients noted that Atos needs to improve its project management capabilities outside

of day-to-day operations. A few clients also mentioned that it needs to collaborate more with

clients and bring more innovative ideas and solutions to the table.

■

Capgemini takes a cloud-first, asset-light approach to deliver DCO/HIMS services to its North

American clients. Its CCP platform is a cloud integration and management platform that

connects legacy, private cloud and some public cloud environments, such as AWS, Microsoft

Azure and VMware. Capgemini continues to leverage its economic Application Portfolio

Management (eAPM) platform to assist clients in the identification of best opportunities to

improve costs by indicating which applications to keep, eliminate, migrate or invest. This

platform has helped clients to achieve substantial cost savings.

■

Capgemini’s new offerings in hybrid cloud migration and management, along with automation

and application optimization, set the foundation for higher revenue growth in North America.

It has created an automation factory to continuously improve service delivery performance.

Capgemini has also developed many accelerators to improve the speed to value for clients

making moves to cloud. Its SAP migration accelerators have dramatically improved

conversion times for clients.

■

Capgemini scored well above average in its ability to resolve incidents and address escalation

diligently. Several clients praised Capgemini for providing reliable yet cost-effective

infrastructure services.

■

Capgemini had 1% growth in DCO/HIMS revenue in North America over the last year,

indicating a possible low penetration of new value-added services to offset the challenges of

continuous pressure from clients to reduce spending. Its vision is limited due to a technical

view on how to utilize cloud. Although the innovation perspective focuses on modern

approaches to cloud usage, it lacks the customer business outcomes of others.

■
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CenturyLink

Globally, the DCO/HIMS revenue for CenturyLink grew to an estimated $1.1 billion in 2018, an

increase of roughly 65%, due to the acquisition of Level 3 Communications. Gartner estimates

that CenturyLink’s North American DCO/HIMS revenue was $792 million in 2018, which presents

a YoY growth of 53%. In the region, Gartner estimates that CenturyLink manages 5,390 physical

servers and 13,500 VMs for clients (down 2% YoY), and supports 63,000 instances in public

cloud, which represents significant growth. CenturyLink provides ERP hosting supporting

approximately 350,000 SAP users, up 25% YoY, and approximately 400,000 Oracle users in North

America, unchanged from last year. Deals for CenturyLink in North America averaged roughly

$200,000 revenue annually, which is the same as its global average annual deal size.

CenturyLink is a targeted DCO/HIMS provider, focusing on solving business problems through

its core networking services and then layering on additional services.

Strengths

Capgemini’s CCP cloud-native services are still relatively new to the market, which may reflect

in the low adoption rates and early stages of the maturity cycle. Its cloud-native practice

associated with containers and serverless computing are low compared to peers in this

group. Its drive for automation is encouraging, but lacks penetration into its existing client

base for some functions that Leaders in this Magic Quadrant consider standard. While

Capgemini has focused on increasing automation capabilities, most of these investments are

foundational in nature. Customers should discuss Capgemini’s roadmap for future

automation developments.

■

Capgemini scored slightly below average in the ability to provide staff and resources to meet

widespread geographic coverage. Some client references stated that they expected

Capgemini to be more proactive in addressing issues such as automation, storage

optimization and cloud migration.

■

CenturyLink is leveraging its secure network and telco heritage to enable DCO/HIMS through

its CenturyLink Cloud Connect Dynamic Connections. This allows it to link its private cloud

offerings with the hyperscale public cloud providers (AWS, Azure, Google Cloud Platform) and

with the client’s premises in a secure pay-as-you-go manner. CenturyLink focuses primarily on

midsize enterprise (MSE) organizations that rely on hybrid IT for growth, and promotes a

strategy of “Best Execution Venue,” where workloads are migrated to the right hosting

environment and supported through multicloud management tools. CenturyLink’s global data

network provides support for connecting client’s hybrid IT and multicloud environments at its

locations and cloud providers, and on-premises.

■

CenturyLink has been expanding its automation capabilities and is seeing significant

improvement. It has automated 75% of change requests and eliminated 900 hours of monthly

work in its RIM services. CenturyLink’s Cloud Application Manager is an automated

orchestration engine, providing multicloud management, managed services and cloud cost

■
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Cautions

Cognizant

Gartner estimates that the DCO/HIMS business of Cognizant had revenue of roughly $1.3 billion

globally in 2018, an increase of 21% YoY. In North America, we estimate that Cognizant’s

DCO/HIMS revenue is $1.1 billion, up 21%. In the region, Cognizant has 79,000 physical servers

under management, manages 409,000 VMs for clients (up 30% YoY) and supports 73,100

instances in public cloud, which is nearly triple last year’s number. Within its North American

ERP operations, Cognizant hosts Oracle systems supporting 565,000 users (more than triple

YoY) and SAP systems supporting 397,000 users (increased 60%). In North America, Cognizant

had an average annual deal size of about $4.9 million, while globally, it averaged $4.6 million

annually. Cognizant’s strategy is to unify and offer end-to-end services across infrastructure to

applications founded on its intelligent automation, security and compliance offerings.

Strengths

management. CenturyLink’s global data network provides support for clients’ edge strategies.

Its subsidiary, CenturyLink Smart Solutions, provides full IoT life cycle services.

Many clients cited strong domain and technical knowledge as a key strength for CenturyLink.

Additionally, some clients praised the strong partnership achieved with account teams and its

willingness to work with clients.

■

While CenturyLink is focused on an asset-light strategy and proper workload positioning, its

approach is technical in nature, and less consultative or application-driven. It needs to be

more proactive in linking to business objectives and driving technology to deliver business

results. While it has been able to drive business improvement for some clients, driving these

improvements needs to become embedded in its core.

■

CenturyLink is rooted in cloud and has limited capabilities in traditional legacy workloads of

mainframe and on-premises data centers. While CenturyLink has AWS and Azure capabilities,

currently, most of its managed cloud services are on its own public cloud. The number of its

cloud migrations is very low, consisting mainly of “lift and shift” projects, while its edge and

IoT businesses are still emerging.

■

CenturyLink did not score well among reference clients with value for money. Additionally,

some clients noted that CenturyLink’s process for change orders was time-consuming and

that contracting lagged. Finally, a few clients stated that more focus was needed on current-

state operations.

■

Cognizant has seen positive revenue growth through offering a holistic approach with end-to-

end services across applications and infrastructure. Cognizant’s hybrid offerings are in three

areas — edge and IoT offerings; consultancy-led, cloud-driven modernization of DCO and

HIMS; and traditional RIM services. Bringing its GTM and delivery operations into hybrid IT

■
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Cautions

Dell Technologies

In North America, Gartner estimates that Dell Technologies’ DCO/HIMS revenue is about $700

million. In this region, Dell Technologies did not provide its number of physical servers under

management but is supporting 50,400 VMs for clients (down 13%) and increased its public

cloud VMs to an estimated 53,400. Dell Technologies did not provide insight into supported SAP

users or Oracle users. In North America, it had an average annual deal size of about $1.0 million

annually. Dell Technologies offers a consulting-led transformational service mainly centered on

VMware cloud, while seeking to further establish itself as a multicloud infrastructure company.

Strengths

unified Cognizant’s approach to customers, while creating efficiencies and more agile service

offerings.

Cognizant’s Cloud Migration Factory provides cloud migration by design, identifying

applications for migration and rationalizing customer’s portfolios. Cognizant’s HiveCenter I&O

technology claims to drive faster app deployment, productivity gains and cost reductions,

which has contributed to a reduction of staff while growing revenue. It offers “everything as a

service,” including storage, network, database, mainframe and edge services. Cognizant is

stepping into edge/IoT with design, operations and analytics all offered as a service through

smart devices.

■

Client references sited Cognizant for its excellent customer service, depth of services,

expertise and attention to detail. References also cited Cognizant’s ability to be a strategic

partner that focuses on constant improvement and future technology capabilities or

roadmaps.

■

Cognizant is still primarily focused on technical delivery and at times places a reliance on the

customer to define the overall business outcomes. Growth aided by transformational services

will not materialize unless it takes an aggressive posture to drive revenue from new

transformational opportunities. IT will need to showcase those components within its

portfolio that enable the cloud journey and the shift toward an aaS model.

■

Cognizant offers complete solutions for ERP, mainframe, public cloud and IoT; however, these

lag behind the market average for this Magic Quadrant. Customers with substantial

investment in legacy environments or developing IoT analytics will want to review the

migration services and offerings carefully for proper fit. While Cognizant has focused on

automation capabilities, it needs to broaden overall capabilities, which may cause it to

struggle to compete in deals focused primarily on cost optimization.

■

Some client references cited lack of thought leadership and transitioning responsibilities with

offshore teams. Some clients also cited issues with staff turnover and availability.

■
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Cautions

DXC Technology

At an estimated 2018 revenue of $8.2 billion, the global DCO/HIMS business for DXC

Technology (DXC) dropped by roughly 2% last year. In North America, Gartner estimates that

DXC’s DCO/HIMS revenue is $3.5 billion, slightly decreasing YoY. In North America, DXC

supports 61,700 physical servers and 116,000 VMs (up 8% YoY), as well as growth of almost

Dell Technologies is focused on driving cloud transformation and takes a consulting-led

approach to deliver data center blueprinting and application assessment for its clients.

Additionally, it offers SAP ERP built on Virtustream Enterprise Cloud, with SAP cloud services

as the focus for future delivery.

■

Dell Technologies offers integrated planning, migration, backup, replication and disaster

recovery for its cloud services. Both infrastructure and application SLAs are available to

clients, with the possibility of having operating-level agreements (OLAs) across the entire

stack. It has initiated value-level agreements (VLAs) for its clients to focus on business

requirements. The integration of Virtustream into its operations offers significant cloud

migration and management capabilities.

■

Some reference clients were pleased with Dell Technologies’ SAP application hosting and

management services capabilities. Other references praised Dell Technologies for its simple

contractual terms and for providing a reliable support service.

■

The core of Dell Technologies managed services for the DCO/HIMS market is centered on its

VMware cloud, consulting and integrations services for the Dell brand of technologies. Dell

Technologies will address most legacy data center needs, such as physical server hosting

and mainframe support, through its partner network. Clients with a large legacy footprint that

are not looking for replacement in the short term will not benefit from Dell Technologies’

managed services strength. While under consideration for the future, it does not currently

have service offerings for IoT and data analytics aligned to the managed services space.

Additionally, public cloud managed instances on AWS and Azure are limited, and it lacks

capabilities related to platform as a service (PaaS) apart from Pivotal, a Dell Technologies

business.

■

Dell Technologies’ use of subcontractors (albeit for a small percentage of engagements) for

servicing technologies other than its own hinders its ability to deliver consistent business

results to its clients. While it indicates that many of its clients are leveraging automation, it

does not indicate that it has capabilities such as self-healing or data lake services.

■

Dell Technologies’ overall reference client satisfaction was low compared to peers in this

assessment. Some clients indicated that Dell Technologies lacks maturity in its service

offerings. Other clients indicated that they felt that it lacks maturity in its processes and

procedures.

■
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five times the number of public cloud instances, to 22,000. In the region, DXC provides ERP

hosting that supports 1.5 million SAP users, an increase of 7% YoY, and 70,300 Oracle users, a

decline of 11% YoY. In North America, DXC had an average annual deal size of about $4.4

million, while globally, it averaged $2.0 million annually. DXC uses a “launch, adapt and run”

methodology strategy, which leverages agile and its automation platform Bionix to reduce its

time-to-market for clients’ and prospects’ demands.

Strengths

Cautions

DXC is moving away from the traditional DCO model to more digital hybrid models with

increased focus on business outcomes. It assists client transformation through a

combination of industry insight, cloud skills, automated placement of workloads through

analytics and use of software-defined infrastructure. It has built its advisory services to assist

clients in the move to hybrid and digital. DXC saw significant growth in its private and public

cloud managed services footprint, while reducing its DCO staff and managed data centers.

■

DXC’s “launch, adapt, run” methodology helps manage the various delivery models for DCO

and HIMS. It has several solutions and platforms using its automation engine Bionix. DXC

implemented digital general managers in its top 100 global accounts and built Digital

Transformation Centers to better service the digital roadmap needs of its clients. DXC is

expanding its support for cloud-native application development, support for IoT, DevSecOps

and PaaS offerings for SAP, and has significant levels of container and serverless operations.

■

Client references indicated that DXC is very skilled in its ability to provide technically sound

solutions in its delivery of services. Clients also praised DXC executive management for its

engagement and ability to resolve issues in a timely manner.

■

DXC’s move toward digital hybrid models may be hindered or slowed by its installed base of

largely legacy systems. DXC’s edge computing and IoT offerings are still in their early days,

with limited customers benefiting from these technologies. Serverless is largely still in pilot

and proof of concept. Its approach is leading to smaller deal sizes, and future growth will

largely depend on generating additional revenue from these new offerings.

■

DCO and HIMS services are still separate operating groups within DXC, with product

development and application development run by a different part of the company. Providing

seamless customer service across all DXC portfolios will be something that DXC should

address to ensure it continues to drive client satisfaction. Despite the focus on cloud

adoption and inroads made in that area, its number of managed devices on hyperscale public

cloud providers is still in the middle of the pack compared to peers in this assessment.

■

A few client references noted that DXC is still siloed in its solution approach, thus impacting

its capability to deliver expedient resolutions to cross-platform issues. Reference clients also

indicated that thought leadership and innovation are areas for improvement, and that DXC is

slow in providing quotes and services for new offerings.

■
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Ensono

At an estimated 2018 revenue of $574 million, the global DCO/HIMS business for Ensono grew

by roughly 98%, largely due to the acquisition of the data center service business from Wipro.

With a YoY growth of 113%, Gartner estimates that Ensono’s North America DCO/HIMS revenue

was $445 million in 2018. In this region, Ensono supports 7,270 physical servers and 8,520 VMs

(a 15% change YoY), as well as 375 instances in public cloud. Ensono does not provide SAP or

Oracle hosting services, but does support some Microsoft Office 365 (O365) users. In North

America, Ensono had an average annual deal size of about $2.3 million, while globally, it

averaged $1.8 million annually. Ensono has placed making the right decision for the client as a

centerpiece to its success while expanding its focus on cloud.

Strengths

Cautions

Ensono is taking a consulting-led approach with clients and has shown significant growth in

its cloud capabilities. Its “right workload/right place” approach is based on making delivery

decisions aligned to clients’ priorities. Ensono is focused on hybrid infrastructure services,

with most of its revenue currently generated by traditional services, while also expanding in

public cloud and consultative services.

■

Ensono has continued to invest in automation with its IT service management platform,

Ensono Envision, where standards of service and cost-efficiency have also been improving.

Benefits in efficiency and effectiveness are made available to its clients. Ensono’s “5x5”

program measures account teams to ensure the documentation of five ideas and five risks to

its clients each month.

■

Ensono was highly praised for its account teams and its ability to partner with clients, which

also led to high scores in flexibility. Additionally, clients cited strong technical skills provided

and Ensono’s ability to deliver thought leadership and innovation as strengths of the

organization.

■

While Ensono’s private and public cloud capabilities showed strong growth, its overall

numbers of managed instances for these platforms is low relative to its peers in this Magic

Quadrant. The acquisition of Inframon in 2017 helped Ensono significantly grow its public

capabilities and results. However, the investment must be leveraged over the medium term,

and as such, Ensono must ensure that momentum continues and that it can capitalize over

time on those newly acquired capabilities.

■

While Ensono is solid in mainframe and server operations, with a promising start in public and

private cloud, it still has a gap in terms of ERP delivery capabilities. Additionally, support of

O365 and other SaaS capabilities is limited. It will need to make gains outside of legacy

spend and develop a better distribution of revenue. Ensono’s level of virtualization lags its

peers in this MQ, and in fact, the provider has a large number of staff that are outside of DCO

services, which could impact its profitability.

■
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Fujitsu

Gartner estimates that the DCO/HIMS business of Fujitsu had revenue of roughly $2.1 billion

globally in 2018, a 10% increase over last year. In North America, we estimate that Fujitsu’s

DCO/HIMS revenue is $223 million, down 21%. Fujitsu has 1,250 physical servers under

management. It also manages 2,060 VMs for clients (down 57% YoY) and supports a further 34

instances in public cloud. For ERP operations, Fujitsu hosts Oracle systems supporting 15,300

users (down 90%) and SAP systems supporting 50,200 users (down 78%). In North America,

Fujitsu had an average annual deal size of about $4 million, while globally, it averaged $700,000

annually. Fujitsu’s DCO/HIMS strategy is centered on application transformation, multicloud and

cloud-native applications, and sees the next wave of digital as a revolution centered on applying

technology for human and societal impact.

Strengths

Cautions

Ensono did not score well with reference clients in transformational capabilities with cloud

migrations and workload optimization. It also scored below average for its private cloud and

industrialized service offerings.

■

Fujitsu aims to go to market providing seamless connection to the cloud for people and

things. Its approach to DCO/HIMS is to work toward transformation of clients’ existing

environments, while co-creating the new. In North America, Fujitsu is moving away from

owning traditional data center services and has increased its focus on managed cloud

services. It supports this with consulting-led frameworks driving clients’ culture change and

fostering innovation through design-led thinking.

■

Fujitsu has created global standardization this year, with consistent GTM and delivery

capability, supported by global partnerships with AWS, Citrix, Microsoft, Oracle, SAP and

VMware. As part of global standardization, it has implemented new global centers of

excellence (COEs) for quantum, blockchain, AI and automation in the U.S. and Canada. It also

offers VMware Cloud Foundation stack and VMware Cloud on AWS (VMC). Fujitsu has

invested in supporting cloud-native capabilities, and has installed bases of containers, IoT

endpoints and IoT gateways under management.

■

Reference clients reported that Fujitsu has strong technical capabilities, especially in the

areas of private cloud and utility services, and provides a stable service and technology

environment. Others indicated that Fujitsu provides good cloud migration and workload

optimization.

■

Fujitsu has limited legacy capabilities in North America and will not be a suitable partner for

clients seeking hybrid services with primarily legacy systems. It also does not have a

mainframe presence and has a limited presence of most of the hybrid infrastructure

environment.

■
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HCL Technologies

Gartner estimates that the DCO/HIMS business of HCL Technologies (HCL) had revenue of

roughly $2.5 billion globally in 2018, an increase of 12% YoY. Gartner estimates that HCL’s North

America DCO/HIMS revenue was $1.3 billion in 2018, a YoY increase of 12%. In this region, HCL

manages 54,600 physical servers and 636,000 VMs for clients (up 6%), while supporting

104,000 instances in public cloud, an increase of 44% YoY. For its North American ERP

operations, HCL hosts Oracle systems supporting 558,000 users (up 15%) and SAP systems

supporting 720,000 users (31% increase). Deals for HCL in North America averaged roughly

$7.5 million revenue annually, similar to the global average annual deal size of $7.6 million. HCL

is deploying a three-mode strategy in which solutions are built across three towers: maintain

and automate (legacy), sustain and migrate (current functions), and explore (cloud-native).

Strengths

Cautions

Fujitsu has focused on shifting from data center management (standard outsourcing) to

cloud managed services and is approaching traditional data centers via partnerships,

meaning that it may not be suitable for clients looking to a provider willing to purchase their

assets. Fujitsu has a high no-bid rate in North America, indicating that it has a narrow GTM

focus, but high win rate. This may be part of the strong decline in North American DCO

revenue of 21%, from $283 million to $223 million.

■

Reference clients did not score Fujitsu well in thought leadership and innovation. A few

clients mentioned lack of flexibility in contract negotiations and pricing. Account

management engagement with the client also scored low compared to peers.

■

HCL sees DCO moving to a distributed architecture with a dynamic perimeter across hybrid

and edge hosting, supported through integrated orchestration and AI for operations (AIOps).

It leads clients on a staged adoption using an application-centric cloud adoption model and

prebuilt blueprints for vertical offerings. HCL’s strategies vary by mode of delivery, with a

legacy focus on automation, agile and lean.

■

HCL is moving to more vertical offerings, which account for about 30% of its DCO and HIMS

business. It is accelerating growth of cloud-native capabilities and growth of containers. HCL

is also moving away from service-level objectives and going to experience-level objectives

that focus on user experience, with a longer-term objective of driving business-level

objectives that focus on business outcomes and creating value for their clients.

■

Reference clients praised HCL for its technical skills and capabilities. They also mentioned

flexibility as a key strength in the relationship. HCL scored very well in value for money and its

transformational capabilities in cloud migration and workload optimization.

■

HCL’s offering focus remains technical in nature, with an increasing focus on co-innovation

and digital transformation. Despite investments in innovation, HCL can improve on driving

■
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IBM

Gartner estimates that the DCO/HIMS business of IBM had revenue of roughly $10.2 billion

globally in 2018, a small increase YoY. In North America, we estimate that IBM’s DCO/HIMS

revenue is $4.5 billion, up slightly. In North America, IBM has 57,500 physical servers under

management and 173,000 VMs for clients (down 20% YoY) while supporting 148,000 instances

in public cloud, which is more than double that of last year. In the region, for its ERP operations,

IBM hosts Oracle systems supporting 445,000 users (up 3% annually) and SAP systems

supporting 891,000 users (up 3%). In North America, IBM had an average annual deal size of

about $2.2 million, while globally, it averaged $2.3 million annually. IBM is leading its customers

to hybrid cloud, AI and analytics with a focus on developing open-source platforms to enable

client innovation.

Strengths

Cautions

these benefits through to its clients. With HCL increasingly focusing on strategic clients

whose areas fit its portfolio, clients who do not match its sales profile may find that HCL will

not bid for the work.

HCL’s transition and transformation revenue is low compared to other Leaders in this Magic

Quadrant, particularly for the number of public cloud managed instances. It should consider

bolstering capabilities to help clients transform their legacy applications to cloud-enabled

solutions. While HCL continues to grow its automation and innovation offerings across the

board, the actual impact on its operation is below average.

■

Some clients cited that HCL could do better in the areas of continuous improvement and

innovation. A few clients also mentioned that project management and communications

needed to be improved.

■

IBM’s strategy is to accelerate its customer’s journey to the cloud while applying a fit-for-

purpose or “cloud your way” approach to deployment of workload types. To achieve this, it

has restructured the way it approaches the market, and has launched project-based services

that leverage IBM Cloud Private, IBM Multicloud Manager, security, automation, resiliency and

data protection. It has also made further investments in automation and AI for digital

solutions and acquired Red Hat to expand its hybrid cloud capabilities.

■

IBM drove increases in hybrid cloud growth and adoption of its private cloud. It also worked

on expanding its multicloud capabilities with AWS and Azure. Automation continues to be a

major focus of IBM, and 85% of its servers now leverage at least one component of IBM

Services Platform with Watson.

■

Client references cited IBM as a strategic partner with strong global reach that provided very

good continuous improvement and innovation. References also cited IBM as being proactive,

flexible and having outstanding execution, and praised their quality of services.

■
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Infosys

Gartner estimates that the DCO/HIMS business of Infosys had revenue of roughly $1.5 billion

globally in 2018, growth of 8% YoY. We estimate that the North America DCO/HIMS revenue for

Infosys is $851 million, a 9% increase. In the region, Infosys manages 80,200 physical servers,

while it has 168,000 VMs under management, an increase of 15% over the past year, and its

public cloud footprint now covers 9,000 instances, growing 50% YoY. Within its ERP operations,

Infosys hosts Oracle systems supporting 959,000 users (11% annual growth) and SAP systems

supporting 474,000 users (14% growth). In North America, Infosys had an average annual deal

size of about $4.9 million, while globally, it averaged $4.6 million annually. Infosys is leveraging

its significant applications and consulting capabilities to support each client’s digital journey.

Strengths

IBM is still heavily invested in data center offerings, purchasing clients’ data centers and

rebadging them, making it asset-intensive. A majority of its DCO/HIMS revenue is generated

from mainframe. It is behind other Leaders in its cloud enablement, although it has more than

doubled public cloud instances managed in the last year. IBM is also still focused on large

deals, with its average deal length of five years and value of $76 million. This makes it less

attractive for smaller clients looking for a flexible relationship.

■

IBM’s solutions are technology-centric and present functionality gaps, even if the acquisition

of Red Hat and additional focus on establishing containerless technology will aid IBM in this

area. While IBM is well-known for its Watson platform and solutions, some evaluations

indicated that it was not as strong on overall automation when compared to its peers. IBM

also needs to increase its focus on business outcomes for clients.

■

Reference clients did not score IBM well for value for money, and have expressed concern

about IBM being process-heavy and rushing contract negotiations. Additionally, client

references cited segmented product and service organizations that can create delays in

escalation.

■

Infosys focuses on helping customers to utilize existing assets, and uses cloud solutions to

launch its layered approach and start customers on a digital transformation journey. It

leverages its extensive application base and background to migrate clients to cloud using the

AI-powered Infosys Infrastructure Management Solution (IMS) Suite to discover and assess

the IT components that support a business process. Infosys has also made user experience a

focal point in delivering customer success based on business SLAs and KPIs.

■

As part of the digital journey, Infosys has entered in agreements with OEMs to offer truly

flexible consumption-aaS models. This allows Infosys to place servers in client locations to

provide aaS compute in a private cloud model while application remediation is performed.

Infosys can support the full IoT stack through an ecosystem of providers and has developed

IoT gateway platforms and analytics.

■
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Cautions

NTT DATA

Gartner estimates that North America DCO/HIMS revenue for NTT DATA is $824 million, a slight

YoY gain. Global revenue was not estimated, as European revenue was estimated at the NTT

Group level (inclusive of more NTT companies, as opposed to NTT DATA solely). NTT DATA has

33,600 physical servers under management. It also manages 87,300 VMs for clients (up 14%

YoY) and supports 4,930 instances on public cloud, a threefold increase. NTT DATA’s hosting

supports 363,000 SAP users, and it hosts Oracle ERP solutions supporting 159,000 users. The

average annual deal sizes for NTT DATA are estimated to be $300,000 in North America. NTT

DATA leverages the complementary capabilities of the NTT Group family of brands to allow it to

deliver outcome-based solutions for clients, focusing on key industry verticals — financials and

insurance, healthcare and life sciences, manufacturing, and commercial and public sector.

Strengths

Infosys scored well in some key categories, with many reference clients citing Infosys as

having strengths in partnership capability and the active involvement of management with the

account. Infosys also scored well in value for money among its reference clients.

■

Infosys’ workload-centric approach sets the right foundation for vision, which delivered

positive YoY growth. However, a significant percentage of revenue is being generated from

migration and transformation services. This revenue migration bubble will be cyclical, and it

will be imperative for Infosys to demonstrate that it can fill the void when the need for these

services disappears.

■

Infosys is investing in automation — staff growth was less than its revenue growth — but it

lags Leaders in the Magic Quadrant. While it has a high degree of penetration within its

clients for its hybrid cloud management platform, the overall numbers of VMs under

management for public cloud are below average. Infosys has a low number of next-

generation solutions under management, with very low numbers of containers, IoT gateways

and edge data centers.

■

Some clients cited resource constraints and turnover as key weaknesses in their relationship

with Infosys. Contract flexibility and responsiveness to outages were also cited by reference

clients as needing improvement. Infosys scored below average in its overall satisfaction

scores.

■

NTT DATA recently announced its chief digital officer (CDO), whose primary charter is global

portfolio management to coordinate the efforts of its horizontal services (applications,

infrastructure and cloud, business process outsourcing [BPO], and automation) to these

vertical markets. It is driving client transformation with a multicloud model, professional

services, cloud implementation and migration services, as well as enhancing its cloud-native

capabilities.

■
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Cautions

Sungard AS

Globally, the DCO/HIMS revenue for Sungard AS is estimated to be $984 million in 2018, down

roughly 11%. Gartner estimates that North America DCO/HIMS revenue for Sungard AS is $768

million, an annual decrease of 11%. In the region, Sungard AS supports 2,880 physical servers

and 9,910 VMs (up 7% YoY), as well as 500 instances in public cloud (up 41% annually). In North

America, Sungard AS provides ERP hosting supporting 6,950 SAP users and 1,200 Oracle users.

In North America, Sungard AS had an average annual deal size of about $200,000, while globally,

it averaged $300,000 annually. Sungard AS combines colocation, hosting, private cloud and

public cloud to provide unique resiliency-focused infrastructure solutions to its clients.

On 3 May 2019, Sungard AS emerged from a prepackaged Chapter 11 reorganization bankruptcy

and named a new CEO. This was after the research cut-off date and did not impact the vendor’s

evaluation in this Magic Quadrant. Prospective customers should assess potential positive and

negative implications for the postemergence operational environment.

Strengths

NTT DATA is leveraging its overall relationship with the larger NTTGroup to invest in

automation and innovation in DCO and HIMS environments ($2 billion in R&D in FY18). It is

driving client transformation through the following offerings: cloud advisory, cloud

implementation and cloud management, which are supported by its cloud security

foundation. NTT DATA partners with several companies to create its hybrid infrastructure

management, IA and global delivery management framework.

■

Reference clients praised NTT DATA for its operational excellence in delivering data center

infrastructure services. Several cited technical capabilities and process orientation as key

strengths, in addition to NTT DATA’s flexibility.

■

NTT DATA’s chief digital officers’ model will need some time to mature and start executing in

the DCO and HIMS space. Its native cloud capabilities are still relatively small compared to

other peers in the Magic Quadrant, although it is considered a key growth area for next year.

■

NTT DATA’s public cloud practice is still small compared to Leaders in this Magic Quadrant,

and its public cloud managed VMs have grown significantly, but remain well below average

for the Magic Quadrant. IoT has been identified as a significant area of investment for next

year, although it currently represents only a small portion of NTT DATA’s business.

■

NTT DATA did not score well among reference clients in thought leadership or continuous

improvement. While a few cited partnership as a strength, overall, it was below average for

active engagement of the account team with the client. Other clients mentioned NTT DATA

needs to work on its project delivery for new opportunities.

■

Sungard AS’ differentiation in the competitive North American market is provisioning IT

infrastructure focused on business resiliency. Sungard AS has further enhanced its portfolio

■
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Cautions

TCS

Gartner estimates that the DCO/HIMS business of TCS (Tata Consultancy Services) had revenue

of roughly $2.9 billion globally in 2018, up 16% YoY. In North America, we estimate that its

DCO/HIMS revenue is $1.4 billion, an increase of 10%. In the region, TCS manages 154,000

physical servers and 1,040,000 VMs for clients (up 20% YoY), while supporting 43,600 OS

instances in public cloud, for an increase of 35% over last year. Its North American ERP

operations host Oracle systems supporting 855,000 users (up 22%) and SAP systems

to include self-service for managed cloud and hosted private cloud high-performance

computing, as well as managed backup to AWS that includes offering proof of concept for

AWS cloud recovery services. Sungard AS has increased its focus on consulting services to

enhance its customer-centric view to adapt to individual client needs. Its goal is to integrate

all of these services into a total IT transformation service.

Sungard AS has updated its commercial model to allow more flexibility for clients to migrate

from colocation to hosted private cloud, managed AWS cloud or a combination of both. It has

reskilled its sales staff to leverage managed services, and now its integrated solutions

(technology and services) account for up to 47% of Sungard AS’ revenue. Sungard AS’

offerings appeal to midsize North American organizations, and it wins a majority of its

business in the midsize sector.

■

Sungard AS scored above average for its standardized methodologies and quality assurance

processes. Several clients cited Sungard AS as having strengths in technical management,

and praised its account teams as well as its ability to provide infrastructure and high-

availability services with consistent quality.

■

The evolution of Sungard AS’ offerings to include more comprehensive managed cloud

services is a step in the right direction. However, it still lacks capabilities and reputation in

important services that are offered by leading vendors in this market, including intelligent

automation and cloud-native services (serverless computing, APIs and so on). Sungard AS’

strategy to use AWS as its exclusive public cloud provider might push away client

organizations that opt for a multivendor cloud strategy.

■

Sungard AS has not had DCO/HIMS revenue growth over the last two years, and the lack of a

more holistic portfolio limits its ability to attract larger clients that seek to have fewer vendors

in its ecosystem. Sungard AS’ limited approach to digital transformation hinders its ability to

deliver efficiency through longer contract terms. It is also behind the leaders in this market at

driving transformational deals and business outcomes for its clients.

■

Sungard AS scored below average on contractual and negotiation flexibility when compared

to all other vendors in the Magic Quadrant. Some clients reported that at times Sungard AS

engineers may lack the necessary technical and service knowledge.

■
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supporting 2,320,000 users (up 49%). In North America, TCS had an average annual deal size of

about $4.7 million, while globally, it averaged $3.4 million annually. TCS’ Cognitive Business

Operations strategy is focused on business outcomes and customer experience. It is moving

toward integrating consulting, application and transformation services.

Strengths

Cautions

Tech Mahindra

Globally, the DCO/HIMS revenue for Tech Mahindra grew to an estimated $629 million in 2018,

an increase of roughly 23%. In North America, Gartner estimates that Tech Mahindra’s

DCO/HIMS revenue is $296 million, which evinces growth of 17%. In the region, Tech Mahindra

TCS’ Cognitive Business Operations division delivers digital IT infrastructures through

orchestration across infrastructure, applications and business processes, and is measuring

business outcomes and delivering value. Business results achieved are quantified by

business growth enabled by availability and new channels of delivery for customers. It takes

an experience-first approach to customers’ needs, bringing insights through innovation, like

ignio Cheetah, TCS Pace and Jile platforms. This helps customers automate and transform IT

operations as they go through digital transformation.

■

TCS focuses on service excellence and elimination of technical debt by auditing of

operations. It uses agile methodology for DevOps and has created a co-innovation network,

TCS Pace. TCS has built accelerators for client transitions that speed time to value and audit

usage to ensure internal compliance, optimizing client outcomes.

■

Client references rated TCS very high in value for money, its attention to customer needs and

success at standardizing processes to meet contracted SLA requirements. These references

also cited TCS as collaborative and flexible, with leadership that is approachable and willing

to collaborate.

■

While TCS is implementing a sophisticated approach to business transformation,

customization, its Machine First Delivery Model (MFDM) and value-added measures, its

approach may be too complex for immature or legacy-heavy organizations. TCS’ focus on

transformation to cloud could exclude it from clients that don’t have the appetite to tackle the

transformation quickly.

■

While TCS’ progressive approach to service excellence and outcome-based results is driving

the right outcomes, clients must actively collaborate with TCS to ensure they have the right

combination of skills, industrialization, customization, key partners and performances they

need. Its IoT business is still small, and in an early stage and emerging.

■

TCS did not score as well in thought leadership as some of the other parameters, and some

client references stated that TCS needs to mature in the areas of cloud, AI and automation.

Additionally, some references cited lack of speed for implementing innovation.

■
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supports 97,700 physical servers and 218,000 VMs (or 51% growth YoY), as well as 12,200

instances in public cloud (7% annual growth). Tech Mahindra provides North American ERP

hosting supporting for 142,000 SAP users, a change of 4% YoY, and 120,000 Oracle users,

almost no change from last year. Average annual deal sizes for Tech Mahindra are estimated to

be $1.8 million in North America, and $2.8 million globally. Tech Mahindra is driving client data

center and application modernization efforts with a hybrid cloud focus across five industries:

communications, retail, manufacturing, financial services and healthcare.

Strengths

Cautions

Tech Mahindra is taking a consulting-led approach to cloud migrations and data center

modernization for clients. It has also refocused its operations approach to a digital

framework that fosters collaboration across its business units. It is striving to enable

application modernization to drive hybrid infrastructure with a focus on cloud. It is investing

in transforming the customer experience, creating data connectivity and network capability to

support operational and hosting platforms of the future.

■

Tech Mahindra is willing to demonstrate its faith in its execution ability with contractual

obligations to cost reductions that place the risk of performance on itself. It combines its

TACTiX platform as the basis for automation and operational efficiency with FixStream AIOps

to provide analytics on its operational efficiency across the client environment for both legacy

and cloud operations. Its automation demonstrated efficiency, with staff growing slower than

revenue and server growth.

■

Reference clients noted that Tech Mahindra provided good value for money and took a client-

centric approach to accomplishing what needed to be done. They also scored contract

flexibility high for Tech Mahindra.

■

Tech Mahindra’s consultative approach did help drive growth of revenue in migration support,

but it is yet to achieve a heavier emphasis in public cloud, with an even distribution between

private and public. It has de-emphasized mainframe management services, and ERP growth

was limited. Its public cloud managed services also saw limited growth. Tech Mahindra will

need to continue to focus on establishing ongoing revenue streams as the migration revenue

begins to slow in the next few years. Market awareness of Tech Mahindra is limited, and it

needs investment in its profile to drive its deal pipeline.

■

Because of its contractual obligations to savings, the client is placing a lot of faith in Tech

Mahindra’s ability to identify operational efficiencies it can achieve on the front end. If there is

a missed calculation, there will likely be margin pressure on the local account team. Clients

looking for committed cost savings need to feel comfortable that the opportunities identified

will come to fruition, placing a great deal of emphasis on due diligence.

■

Client references rate Tech Mahindra low in some key transformation capabilities, such as

innovation and thought leadership, migration to cloud, and private cloud capabilities. A few

■
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T-Systems

Gartner estimates that the DCO/HIMS business of T-Systems had revenue of roughly $3 billion

globally in 2018, growth of 31% YoY. We estimate that North America DCO/HIMS revenue for T-

Systems is about $211 million, a 4% increase. In the region, T-Systems manages 2,807 physical

servers, while it has 7,920 VMs under management, a slight decline YoY. It supports 2,369 public

cloud instances, which is new for this region this year. Within its ERP operations, T-Systems

supports 635,000 SAP users (a 7% decline) and does not support Oracle users. Globally, its

average deal size is estimated at $1.9 million annually. T-Systems centers its offerings on

secure transmission and analysis of the client’s data to provide insight and process redesign.

Strengths

At the global level, T-Systems has adopted a cloud-first, multicloud strategy to assist its

clients’ digital business needs. It will cater to individual clients’ needs and adjust its delivery

model on a deal-by-deal basis leveraging a standardized set of service components. T-

Systems supports both legacy requirements and cloud services, provides connectivity

services and offers security as a service.

Globally, T-Systems has one of the largest managed SAP user bases among all vendors in the

Magic Quadrant, while it is slightly below average for North America-based providers. Its SAP

management capabilities expand beyond traditional environments and include AWS, Azure

and SAP HANA Enterprise Cloud (HEC). T-Systems is putting some effort into automation and

had a significant overall decrease in major and high-priority incidents.

Cautions

clients cited concerns with resource availability as an area for improvement.

Some client references praise T-Systems for reliability and operational excellence,

competence and stability, and flexibility. They also appreciate T-Systems’ focus on quality

assurance, consolidation of data center, and operational and tool expertise.

■

T-Systems’ DC transformation strategy lacks the application-driven approach that allows the

containerization of legacy applications to enable a cost-effective transformation of legacy

infrastructure. When viewed globally, T-Systems offers a full scope of hybrid services, though

this is more limited in North America. In North America, it also has no mainframe support and

its ERP support volumes are below average. Its public cloud support is limited, with just over

1,000 OS instances managed. T-Systems does not have a focus on providing business

outcomes for its customers, which constrains its innovation for clients.

■

Despite having grown 11% in revenue for North American DCO/HIMS services in 2018, T-

Systems mostly focuses on European-centric deals and its North American capabilities are

mostly to accommodate such global clients. North American companies seeking regional

coverage only would not find a good fit in T-Systems’ offerings. T-Systems has also had a

■
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Unisys

With estimated global revenue of $575 million, the DCO/HIMS business of Unisys grew by

approximately 16% in 2018. With a YoY increase of 13%, Gartner estimates that Unisys’ North

America DCO/HIMS revenue was $401 million in 2018. In the region, Unisys manages 9,910

physical servers, while it has 30,600 VMs under management, an increase of 66% YoY. Its public

cloud footprint now covers 52,400 instances, representing a tenfold increase for the year. Unisys

provides North American ERP hosting support for 153,000 SAP users, up 5% YoY, and 525,000

Oracle users, a 73% increase. In North America, Unisys had an average annual deal size of about

$4.4 million, while globally, it averaged $2.4 million annually. Unisys provides a comprehensive

set of hybrid offerings, underpinned with structured migration approaches and a strong security

mindset, to assist clients with modernizing their legacy hosting solutions.

Strengths

Cautions

decrease in several important metrics in North America, such as physical servers managed,

number of SAP users and total storage managed.

Some clients still report that T-Systems needs to increase its innovation, international

presence and proactivity. They would also like T-Systems to enhance its industry thought

leadership.

■

Unisys made strides last year in driving a transformational cloud journey as part of the core

mission for its clients. It has expanded its cloud consulting and advisory services to include

application modernization with Kubernetes and containers, and partners with major

hyperscale cloud service providers. It is using its CloudForte platform as the foundation for

hybrid infrastructure operations, automation and cloud delivery. Unisys maintains client

centricity as a fundamental component of its business success.

■

Unisys uses CloudForte, a cloud, infrastructure and application set of tools/services spanning

across its advise, transform, operate and optimize services, to help clients in native, private,

hybrid and multicloud environments. It made significant investment and gains in automation

as well, which helped it drive significantly improved efficiency. Unisys also took the step of

combining its application and infrastructure operations.

■

Unisys scored very well in satisfaction across the board. Clients praised Unisys for its DCO

capabilities, citing attention to detail and operational excellence. Other clients noted that

Unisys was knowledgeable, professional and flexible.

■

Unisys takes a technology-centric view of the move to hybrid cloud, believing that what clients

need is operational capability and security. It has limited transformational consultancy

services to offer as part of a digital journey. It offers limited hosting of SAP and IBM

mainframes, and its cloud practice is still emerging.

■
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Wipro

Gartner estimates that the DCO/HIMS business of Wipro had revenue of roughly $2.2 billion

globally in 2018, up 19%. In North America, Gartner estimates that Wipro’s DCO/HIMS revenue is

$1.1 billion, an increase of 22%. Wipro has 120,000 physical servers under management in

North America, and manages 764,000 VMs for clients (up 10% YoY) while supporting 33,000

instances in public cloud, which is more than double last year. Its North American ERP

operations host Oracle systems supporting 3,410,000 users (up 10% annually) and SAP systems

supporting 1,050,000 users (up 33%). In North America, Wipro had an average annual deal size

of about $3.9 million, while globally, it averaged $2.3 million annually. Wipro’s business-first

strategy and investment in DCO, hybrid, blockchain and IoT are driving significant increases in

North American revenue.

Strengths

Unisys needs to ensure that all its clients — new and existing — have adapted the CloudForte

platform if it wants to succeed in delivering high task automation and efficiency gains while

leveraging its technology investment. Future sustainable growth will depend on Unisys’ ability

to drive an application- and consultative-driven approach in support of client change. Unisys’

visibility in the global DCO/HIMS pipeline is limited, and should continue to be increased by

showing more differentiation and a more aggressive growth strategy based on IoT and

automation.

■

A few clients noted that Unisys needs to improve its balance between global support and

client needs, in that they are not always aligned. Additionally, some clients mentioned a need

to improve its balance between speed and risk, in that it was slow to react.

■

Wipro’s consultative approach on its clients’ digital journeys and investment in key areas

drove its 2018 vision. This resulted in good growth in revenue, new customers and complex

deals. Blockchain, IoT and innovation centers are also driving its success. As part of a

business-first approach, it invested in a business-first showcase at its Innovation Centers.

Wipro also invested in Cloud Migration Studio and Enterprise Digital Operations Center, which

provide plug-and-play options for HIMS and IoT.

■

Wipro’s focus is on advancing digital investments, accelerating its partner ecosystem and

streamlining legacy offerings. Wipro has invested in IoT, edge and software-defined anything

(SDx) capabilities, delivered through its core BoundaryLess DataCenter (BLDC) 2.0. The

divestiture of its physical data centers in North America to Ensono has allowed Wipro to

detangle from the need to grow a legacy DCO business. It has developed plug-and-play

models across industry verticals to foster faster adoption of cloud transformation and

increased penetration of HOLMES, its automation platform.

■

Wipro references cited its strengths in leadership, collaboration and responsiveness. Some

references cited commitment to getting the job done, strong processes and consistent global

capabilities. Several references mentioned Wipro’s technical strengths in certain areas.

■



16/09/2019 Gartner Reprint

https://www.gartner.com/doc/reprints?id=1-6N8BU2S&ct=190508&st=sb 27/45

Cautions

Zensar

Gartner estimates that Zensar’s North America DCO/HIMS revenue was $313 million in 2018, a

YoY growth of 19%. Zensar has 142,000 physical servers under management and 65,800 VMs

for clients (up 15% YoY) while supporting 2,570 instances in public cloud in North America.

Minimal SAP users are supported through Zensar’s hosting, while it hosts Oracle ERP solutions

supporting 21,500 users, an increase of 15%. In North America, Zensar had an average annual

deal size of about $600,000, while globally, it also averaged $600,000 annually. Zensar is taking

an application-centric approach to cloud migrations that is tailored to the individual client’s

needs.

Strengths

While Wipro is successfully driving innovation and transformation, it may not be ideal for

customers with immature environments or that are not ready for complete transformation.

Wipro’s “Big Bang” infrastructure strategy can be perceived as aggressive for clients that are

not ready to drive transformation from the infrastructure level. Leveraging Wipro’s phased

approach may be more appropriate. A large percentage of its revenue is being generated on

nonrecurring revenue streams associated with cloud migration and transformational efforts.

■

The nature of transformation and business-centric deals requires high customer proximity

and constant adjustments. Wipro has increased its local North American footprint of account

management staff. However, the dynamic nature of such deals might compromise gross

margins over a long-term deal, if the price model is wrong or add-on opportunities do not

materialize.

■

Some of the same categories that were cited as strengths by some clients were cited as

areas that need improvement by others. The list includes processes, technical skills in certain

areas and effective escalations.

■

Zensar went through some significant management changes recently and is focused on

automation and orchestration to reduce cost and improve efficiencies. It is continuing to

expand capabilities of The Vinci service platform, which is tailored to individual client needs.

It has also made helping clients with application modernization a mainstay of its operations.

It has continued development of its RoD NeXT (Return on Digital, with New and Exponential

Technologies) strategy, which includes capabilities and starter kits to speed time to value.

■

Zensar has migrated a significant number of applications to public or private cloud.

Additionally, Zensar enjoyed a very high success rate in closing new business, which means

its message resonates with clients. Although currently at an early stage, it has continued to

work on improving the automation of moving applications to the cloud, and has improved its

speed of refactoring applications by 30%.

■

Many reference clients noted that Zensar is flexible to work with and responsive as needs

arose. A few also cited that they have good partnerships with their account teams. Zensar did

■
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Cautions

Vendors Added and Dropped

We review and adjust our inclusion criteria for Magic Quadrants as markets change. As a result

of these adjustments, the mix of vendors in any Magic Quadrant may change over time. A

vendor’s appearance in a Magic Quadrant one year and not the next does not necessarily

indicate that we have changed our opinion of that vendor. It may be a reflection of a change in

the market and, therefore, changed evaluation criteria, or of a change of focus by that vendor.

Added

Dell Technologies was added in 2019 because it now meets this Magic Quadrant’s criteria. Dell

Technologies acquired Virtustream last year and now provides cloud migration and hybrid

infrastructure services.

Dropped

CGI was dropped in 2019. Specifically, CGI did not provide any requested information related to

its data center outsourcing to Gartner, and publicly available information does not allow Gartner

to independently determine these figures for CGI’s North American business. Additionally, based

on historical information provided, current projections and interactions with Gartner customers,

we derived that CGI no longer meets the criteria for inclusion in this Magic Quadrant.

Inclusion and Exclusion Criteria
This Magic Quadrant evaluates the abilities of service providers to deliver data center managed

services. These include DCO, HIMS, private cloud services, mainframe services, ERP hosting,

data center transformation, cloud migration services, edge data center managed services and

score above average in those categories, as well as in its private cloud capabilities.

Zensar’s DCO staff is growing almost at the same rate as its revenue growth. It is currently

hiring additional staff for next-generation technologies and innovation, which is a needed

investment, as analysis indicates a low level of overall automation compared to peers in this

Magic Quadrant. Its number of public cloud managed instances grew at 15%, but the total

number of instances under management for public cloud service providers is relatively low.

■

Zensar’s focus on small opportunities means that cost of sales will remain high. It has a high

close rate on deals and a large number of applications it has migrated to cloud, but an overall

small deal size that it has not been able to grow into additional support services. A significant

portion of Zensar’s revenue is generated from migrations and transformation services, each

of which must be resold. It will need to successfully sell value-add services to its client base.

■

Zensar did not score well in innovation or thought leadership with its reference clients. Value

for money was also scored relatively low by the reference clients, and their overall

satisfaction was reported as below average.

■
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other IUS. Services are enabled by RIM services, IA services and software-defined

infrastructures.

Included are service providers that:

Gartner excludes from this analysis service providers that:

Evaluation Criteria

Ability to Execute

Gartner evaluates providers based on the quality and efficacy of the processes, systems,

methods and procedures that enable their performance to be competitive and effective, while

positively affecting revenue, retention and reputation. We judge providers on their ability to

capitalize on their vision, their success in doing so, and their regional footholds in terms of

resources, coverage, seamless delivery and ability to meet clients’ requirements.

Ability to Execute is judged by seven main criteria. Each criterion is described below, and the

respective weightings are shown in Table 1.

Product or Service: For this category, we evaluate each provider’s service delivery capabilities

and the services offered. We give special consideration to practice area profile and defined

critical capabilities, service definition, effective “resourcing,” and transition management. The

categories of service for our study are as follows:

Demonstrate that they provide DCO/HIMS services as a sole-source direct provider (although

direct ownership of a data center is not required for inclusion). This excludes data center

services delivered entirely by partners or subcontractors.

■

Show that they manage nonmarginal data center delivery capabilities in either in Canada, in

the U.S. or both.

■

Show that they generate at least $100 million of DCO and IUS annual revenue in North

America (note that this should not include pure hosting/colocation or unmanaged cloud

revenue).

■

Deliver data center services entirely through partners or subcontractors■

Focus exclusively on pure hosting services, such as colocation or simple/dedicated hosting,

as well as those that take a purely rental approach to data center capabilities

■

Engage in DCO service relationships that only manage clients’ data center resources remotely

or that are not bundled — for example, when a client has one contract with a hosting provider

and a second contract with a RIM provider

■

Practice area profile and critical capabilities, with a focus on:■
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Overall DCO revenue, client numbers and staff allocated in the region■

Data center location, ownership (provider, client or third party) and size; control center

location and size

■

Management team and position in the corporate structure■

Amount of MIPS, servers and users supported, and relevant metrics for each critical

capability

■

Percentage of capabilities managed in the public cloud, such as AWS, Azure and others■

Effect of automation on process performance and customer satisfaction■

Core services and SLAs, with a focus on:■

The management of SLAs, which includes the provision of core and ancillary data center

services, such as full facilities management, remote management, customer on-site

support, capacity/configuration planning, cloud migration, and data center consolidation

and transformation

■

SLAs provided on public cloud environments■

Typical SLAs offered to market for services and procedures for defining, reviewing,

measuring and reporting SLAs

■

Penalties or incentives that are tied to SLAs, including measurement of customer

satisfaction

■

Resourcing and transition management, which measures:■

Effective provision of relevant resources to customers■

Effective tools and procedures to assist with resource allocation■

Specific transition tools and methodologies for IUS and cloud transitions, and for data

center consolidation and transformation

■

Practices in place to recruit, train and retain qualified staff, and the key skill sets and

competencies of those resources; methodologies specific to public cloud transition; and

workload migration across hybrid clouds

■

In relation to transition management and staff, with a view toward the next two years, we

inquire about service providers’ ability to:

■

Integrate staff coming from client organizations through competitive job offers, achieved

by addressing (in different countries) such things as salary and benefits packages,

■
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We also ask reference customers for their feedback on their experiences with cloud transition

projects and day-to-day service of hybrid environments.

Overall Viability: An assessment of the organization’s overall financial health, the financial

success of the provider’s data center operations and the likelihood that the individual data

center business unit will continue investing to support state-of-the-art delivery of the

organization’s portfolio of services.

In particular, we consider:

Sales Execution/Pricing: For this category, we assess each provider’s capabilities in all presales

activities and the structure that supports them. We consider teams in charge of deal

management, pricing and clarity of scope. In addition, we investigate flexibility in negotiating

key terms (like unlimited liability, security, confidentiality and data privacy, and exit terms).

We also interview clients to gather feedback about their experiences with the provider in the

areas of negotiation and pricing.

Market Responsiveness/Record: For this category, we assess each provider’s ability to respond,

change direction, be flexible and achieve competitive success as opportunities develop,

competitors act, customers’ needs evolve and market dynamics change. Our particular focus is

on cloud-first strategy implementation, rapid migration capabilities/methodologies/factories,

HIMS architecture, intelligent automation tools, processes and resources.

We also ask clients for feedback on their service provider’s flexibility, continuous improvement

and innovation.

Marketing Execution: For this category, we assess the clarity, quality, creativity and efficacy of

programs designed to deliver an organization’s message. Such a message serves to influence

the market, promote the organization’s brand and business, increase awareness of its services,

retraining, career progression opportunities, and minimized disruptions to employees due

to job relocation

Provide measurable and well-documented processes and project plans for transition, as

well as procedures for shifting workloads to their facilities or to hyperscale public cloud

providers

■

Growth in the volume per unit (MIPS and/or servers) and revenue in the outsourcing data

center segment in recent years

■

The outlook for this outsourcing segment of the business, including expectations for growth,

and decline or stability of revenue, margins, units and unit prices

■

Replacement of the providers’ resources with public cloud resources, additional revenue from

migration and HIMS, and accrued competitiveness due to intelligent automation

■
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and establish a positive association in the minds of buyers between the organization and its

services and brands.

Customer Experience: For this category, we evaluate reference customers’ overall satisfaction

with the service and the relationship, taking into account other Gartner-client interactions. We

obtain access to reference customers by asking each provider for at least 10 references for DCO

services in North America. We require these references to observe the geographic distribution

needed to participate in the study and the different industries addressed. We also require

vendors to provide enough evidence of each 2018 critical capability (mainframe managed

services, ERP hosting managed services, private cloud managed services, HIMS, data center

transformation services and cloud migration services). In addition, we ask for samples of global

reports on SLAs, customer satisfaction and other relevant measures during the past 12 months.

In particular, we consider important elements of a successful DCO customer experience. These

include client satisfaction, incentive plans for account teams and continuous improvement

processes in place, both centrally and within the account management team.

Operations: For this category, we assess each provider’s ability to meet its goals and

commitments, including contractual service delivery obligations to clients. Factors include the

quality of the organizational structure, skills, experiences, programs, systems and other vehicles

that enable the service provider to operate effectively and efficiently on an ongoing basis.

In particular, we consider communication processes, quality control and assurance processes,

relationships, contract and service delivery management, continuous improvement plans,

methodologies — especially relating to ITIL processes — and other certifications available for all

sites and specific data centers or clients.

We assess processes, procedures and resources for HIMS at a high level. We ask for how

integration of ITIL and self-service is managed from a roles-and-responsibility matrix

perspective, SLAs, exclusion clauses, tooling and others. We focus on architecture and tools for

hybrid infrastructure management and operation. We measure the specific achievements in

terms of labor activities replaced by automation (percent of automation achieved).

We speak to the providers about their main procedures (operational and transitional, and those

relating to program management, relationship management and change management), and ask

reference customers for feedback about those procedures.

Also, we ask providers to supply information about the facilities and services they provide, the

principal system platform they manage, locations, capabilities and resources, disaster recovery

plans, physical and IT security, and backup procedures.

Table 1: Ability to Execute Evaluation Criteria

Product or Service High

Evaluation Criteria Weighting
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Source: Gartner (June 2019)

Completeness of Vision

Gartner evaluates service providers on their ability to convincingly articulate logical statements

about current and future market directions, innovations, customer needs and competitive

forces, and on how well these map to Gartner’s position. Ultimately, we rate providers on their

understanding of how they can exploit market forces to create opportunities for their

organizations.

Completeness of Vision is judged using eight main criteria. Each criterion is described below,

and the respective weightings are shown in Table 2.

Market Understanding: For this category, we assess each provider’s corporate view of the data

center services and outsourcing market in North America. We evaluate how each provider is

trying to address its clients’ main requirements. We also look at the main effect that new

technologies, delivery models and services are likely to have on each provider’s business and on

delivery models in the short term and the medium term.

In particular, we consider each provider’s:

Overall Viability High

Sales Execution/Pricing Medium

Market Responsiveness/Record Medium

Marketing Execution Low

Customer Experience High

Operations Medium

Evaluation Criteria Weighting

Vision for DCO and utility services, including infrastructure as a service (IaaS)-enabled and

PaaS-enabled offerings and HIMS

■

Plans to differentiate itself from major competitors and leverage cloud-first strategies, while

mitigating the price/margin cannibalization effect

■

System for segmenting and analyzing the target market to drive marketing and sales,

inclusive of addressing the midsize market (MSEs — for example, organizations with less

than $1 billion in revenue)

■
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Marketing Strategy: For this category, we assess each provider’s main marketing messages

relating to DCO services in North America.

In particular, we consider:

Sales Strategy: For this category, we require each provider to illustrate its:

In particular, we consider:

Offering (Product) Strategy: For this category, we require each provider to specify the most

important aspects of the service offering that differentiate it in the market and deliver value to

Plans to position its infrastructure services within a broader offering, particularly bimodal and

digital innovation, aaS, and DevOps

■

Current and future value propositions for DCO, IUS, cloud and HIMS■

The importance of DCO services within the broader portfolio of IT services■

Channels for internal and external communication■

Establishment of partnerships for secure, regional/national and privacy-compliant public

clouds

■

The differentiation of a provider’s message from its competitors’ messages■

Overall sales strategy for DCO/HIMS (for example, direct selling versus indirect selling via

partners, allies and channels)

■

Reactive answers to RFPs compared with its proactive activities (for example, bimodal

approach, vertical bundles, industry-specific solutions)

■

Stand-alone offerings compared with offerings bundled with other services■

Dedicated sales force compared with its general sales force■

A high-level sales organization chart to illustrate the provider’s go-to-market strategy■

The number of dedicated personnel in the relevant geography■

The number of new client wins during the past 12 months, as well as the number of potential

clients in the pipeline

■

Direct sales versus partner sales versus self-service (public cloud) commercial approaches■

Client retention rate (driven by the ease of doing business with the provider and its focus on

relationship management)

■
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its clients.

In particular, we consider each provider’s ability to:

Business Model: For this category, we ask each provider for a high-level description of its

business model for DCO services, and how it fits within the overall business model. In particular,

we consider the ability to address and satisfy two competing requirements: client-specific

requirements (driving client satisfaction) and industrialized, centralized delivery of DCO services

(driving low costs and protecting margins).

To evaluate how well the provider’s business model addresses account management, we ask for

information about:

To evaluate how well the providers’ business models address delivery, we ask each provider to

describe its strategy for centralized delivery of standardized data center services. We focus on

how much of the service is based on virtualized and automated platforms, and how much uses

cloud IaaS and PaaS platforms. We ask for information about the provider’s approach to the

global delivery model for DCO services, as well as established and planned remote premises,

and the progressive effect of intelligent automation on service quality, time to market and cost.

We also ask each provider’s reference customers for their judgment about the provider’s

business model, including account management and service delivery, and factor the answers

into our evaluation.

Integrate client assets, including data centers in North America■

Transfer data center staff from client to provider■

Combine standard service elements with customized service delivery to provide flexibility,

low-cost and cloud-enabled service offerings

■

Provide end-to-end business process management of hybrid infrastructure and applications■

Automate labor-based tasks by leveraging robotic process automation tools and intelligent

process automation solutions (for example, AI, smart machines, cognitive services)

■

The structure of the management teams used to support and manage customers■

The structure of the teams managing the relationship with public cloud providers and other

third parties and partners

■

The average experience, knowledge and skills level of executive managers and key customer-

facing managers

■

Processes to address customer issues locally, compared with centrally, including customer

access to the appropriate level of management within the service provider and to escalation

procedures both internally and toward public cloud providers

■
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Vertical/Industry Strategy: For this category, we assess each provider’s strategy to direct

resources, skills and offerings to meet the specific needs of individual market segments,

including vertical markets.

In particular, we consider each service provider’s:

Innovation: For this category, we evaluate each provider’s position in the market as a thought

leader and innovator. We also evaluate each provider on its leadership and investments to both

achieve its vision and develop innovative strategies in the DCO market.

In particular, we ask providers to answer the following questions:

We also ask for details about each service provider’s utility-based offerings, including:

Penetration of different industries for DCO services■

Penetration of public cloud (especially IaaS), which may drive different public cloud platforms

in different regions/vertical industries

■

Ability to demonstrate expertise in the vertical markets and business processes underpinned

by DCO services

■

What investments is your company making to sustain and enhance its vision for innovative

DCO services?

■

How do you offer innovation to your established and new customers?■

What innovative solutions have you provided to customers in the past 12 months?■

What global alliances do you have with other leading suppliers, and what investments support

those alliances?

■

Highly standardized services, processes and SLAs■

Virtualized and automated computing platforms■

HIMS■

Utility pricing units■

Reduced baselines, increased flexibility, cloud enablement and application/workload/data

portability

■

Intelligent process automation■

Support of IoT platforms and development of IoT managed services■

Management of edge computing and edge data centers■
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We ask reference customers for their judgment about their provider’s ability to innovate. This

includes the technical aspects of innovation, the provider’s ability to lower costs and improve

the service by delivering innovative utility-based services, and the provider’s degree of

proactivity, adaptability and service flexibility.

Geographic Strategy: For this category, we look at regional capabilities, global consolidation

processes, local alliances and partnerships, including:

We also ask reference customers for their feedback on local capabilities, and the current or

potential effects of consolidation and global delivery processes.

Table 2: Completeness of Vision Evaluation Criteria

Each provider’s strategy to target the specific geography with resources, skills and offerings

appropriate for specific client needs

■

How infrastructure consolidation processes are affecting the practice area landscape■

Relationships with product and service providers to add value, provide full-service solutions

or bring innovation closer to clients

■

Relationships with public cloud providers for the establishment of

regional/national/compliant public cloud platforms

■

How each provider takes responsibility for managing the service delivered, even when using

subcontractors or partners

■

Market Understanding Medium

Marketing Strategy Low

Sales Strategy Medium

Offering (Product) Strategy High

Business Model High

Vertical/Industry Strategy Low

Innovation High

Geographic Strategy Medium

Evaluation Criteria Weighting
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Source: Gartner (June 2019)

Quadrant Descriptions

Leaders

Leaders perform skillfully. They have a clear vision of the market’s direction and develop

competencies to maintain their leadership. They shape the market, rather than follow it. This

year, the Leaders quadrant includes Accenture, Atos, DXC Technology, HCL Technologies, IBM,

TCS and Wipro.

Challengers

Challengers execute well today, but have a less-well-defined view of the market’s direction. They

need to be more aggressive in outlining and communicating their strategy for the future. This

year, the Challengers quadrant includes Capgemini, Cognizant, Infosys, NTT DATA and Unisys.

Visionaries

Visionaries have a clear vision of the market’s direction and focus on providing services to meet

future market needs. They need to improve their ability to deliver to and to penetrate the North

American market. This year, there are no providers in the Visionaries quadrant.

Niche Players

Niche Players focus successfully on a particular service. This narrow focus may affect their

ability to outperform or innovate. This year, the Niche Players quadrant includes CenturyLink,

Dell Technologies, Ensono, Fujitsu, Sungard AS, Tech Mahindra, T-Systems and Zensar.

Context
According to the 2018 Gartner CIO Survey (see “Research Presentation for ‘The 2018 CIO

Agenda: Mastering the New Job of the CIO”), the nature of the CIO’s job has changed from

delivery executive to ITbusiness executive. As such, the role of the IT organization is changing

to focus on business transformation (namely digital transformation) and rapid development of

new digital products, services and processes. Additionally, most enterprises are having trouble

moving from experimentation to sustained innovation. Very few have started harvesting results

from their efforts, and as such, there’s a wall between initiating and scaling digital business.

Part of this challenge is the lack of an industrialized digital platform to sustain the digital

transformation and the new products (see “A Digital Business Technology Platform Is

Fundamental to Scaling Digital Business”).

The migration to cloud has increased the propensity to outsource infrastructure and operational

services (an average of more than 45% of workloads have already been moved to private and

public cloud). Additionally — since 70% of the critical digital components are sourced

externally 1 — organizations are starting to divest themselves of internal infrastructures and

migrate toward externalized, ecosystem-based hybrid infrastructures, spanning legacy, private

and public cloud, IoT architectures, and their partner ecosystem.
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Worldwide CIOs are rebalancing their portfolios with accrued investments in BI/analytics, cloud,

digitalization and cybersecurity, while reducing investments in infrastructure and data center by

more than 30%, in some cases.

The 2019 Gartner CIO Survey reveals that IT leaders are also focusing on a long list of disruptive

innovation initiatives involving competencies and services in new areas. These include:

These initiatives had shown significant increase in the past three years and will drive the

evolution of the digital platform.

There is an impressive acceleration of innovation coupled with an increase in uncertainty both

at the macro level (economy, Brexit outcomes, globalization versus protectionism) and at the

micro level (innovation speed, competitors’ actions, success versus failure of single initiatives).

This uncertainty, combined with the mandate to become more agile, is making traditional

sourcing approaches obsolete.

As a matter of fact:

1. Providers in this market are increasing the percentage of revenue (both as percentage of

revenue and as unit price) generated from transformation-related activities. Providers now

average 14% of their revenue from cloud migrations or DC consolidations.

2. In 2018, enterprises started to implement agile strategies and accelerated selection

processes in place of traditional RFPs. Between 30% and 40% of deals are now reached

through meetings/workshops with a limited number of providers, and not the traditional

RFI/RFP process (see “How to Select Your Global IT Infrastructure Service Provider in 90

Minutes Instead of 90 Days, 2019”).

3. Providers in this Magic Quadrant are showing the beginnings of significant traction in IoT

deployment (865 million IoT devices and 23 million IoT gateways managed globally).

4. References report an accelerated increase of volume associated with digital transformation,

with servers growing at 27%, storage at 29% and endpoints (users and IoT) at 17%.

Cloud is already an essential enabler for digital business initiatives and the digital platform.

Providers’ references report that 38% of their workload is now in the hybrid cloud: 22% in the

private cloud and 16% in the public cloud. This will mean increased dependence on cloud and

IoT (36%)■

Artificial intelligence (25%)■

Conversational interfaces (21%)■

3D printing (17%)■

Smart robotics (16%)■
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hybrid infrastructure management initiatives. For this reason, we have extended the scope of

our traditional DCO/HIMS Magic Quadrant to focus mostly on hybrid infrastructure service

management capabilities, and then expand to include edge computing, IoT support, intelligent

services and relevant critical capabilities.

In addition, the data center services market, when cloud-enabled, can offer price points as much

as 50% lower than clients’ internal or traditionally outsourced costs. The data center services

market is reducing the unit price of outsourced and cloud data center infrastructure services by

more than 10% per year. 2 Infrastructure costs compose about 50% of the average IT budget, 3

with most of this coming from data center services (20% of the whole IT budget). Therefore, this

year’s Magic Quadrant analysis offers must-have support for informed decisions on how to

spend a large portion of the IT budget and transform from legacy data centers into the required

hybrid IT infrastructure.

This Magic Quadrant assesses the Ability to Execute and Completeness of Vision of 20 DCO

and HIMS providers in North America. This information and analysis, coupled with the relevant

Critical Capabilities analysis, will help guide sourcing, procurement and vendor management

(SPVM) leaders, as well as CIOs and infrastructure and operations managers, involved in

procuring infrastructure services. They will be able to select a provider for medium-term and

long-term DCO and IUS contracts that support critical functions and business objectives.

Gartner also has significant derived research that offers key guidance in this area (see “Evaluate

Major Infrastructure Service Providers on Their Global Operational Performance Metrics” and

“Providers’ Strengths and Weaknesses: Cloud Migration, Hybrid Infrastructure and Workplace

Services”).

SPVM leaders and CIOs looking for truly worldwide service provisioning can leverage Gartner’s

three regional Magic Quadrants, which together cover almost the entire globe. These

documents are produced with a single methodology by combined research teams. Therefore,

for a truly global view, see the most recent versions of the “Magic Quadrant for Data Center

Outsourcing and Hybrid Infrastructure Managed Services, Europe” and the “Magic Quadrant for

Data Center Outsourcing and Hybrid Infrastructure Managed Services, Asia/Pacific.”

Evaluate Gartner’s Vendor Positioning to Find Candidates That Meet Your
Specific Requirements

Gartner’s positioning of vendors does not imply that clients should simply select service

providers in the Leaders quadrant. Selection requirements are enterprise-specific, and vendors

in the Challengers, Visionaries or Niche Players quadrants may prove to be more appropriate for

a particular engagement. Each provider will have a different “sweet spot” that reflects the types

of deals in which it excels, its culture and industry coverage, and the maturity of its service

provision. 4 In addition, the online features of this Magic Quadrant enable users to tailor

evaluation weights for further analysis, based on the aspects that are most important to their

organizations.
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To support the requirement for faster selection of global infrastructure providers, and to reduce

the risk of transformational deals, we are leveraging the extensive amount of information

gathered to provide a fast and fact-based approach to the shortlisting of providers. The method

is based on identifying your deal critical success factors (across more than 35 that are

measured across all major providers) and leveraging the following data to down-select the most

credible providers:

This process is described in “How to Select Your Global IT Infrastructure Service Provider in 90

Minutes Instead of 90 Days, 2019.” Also see the factual database available in “Toolkit: How to

Select Your Global IT Infrastructure Service Provider in 90 Minutes Instead of 90 Days, 2019.”

Clients should not disqualify a provider simply because it is not in this Magic Quadrant.

Gartner’s inclusion criteria result in our analyzing the most established providers in the

infrastructure service market, but other IT services providers may prove to be valid alternatives

for your business requirements. Additional providers (agile, niche, regional) can be added to

those selected using the described method. The comparison of their capabilities, references

and performances can be done using the same framework used for the Magic Quadrant

providers, and leveraging the advice, direction and further linked toolkits reported in the

previously referred notes.

Market Overview
For 2018, the collective global estimated revenue of the providers in this Magic Quadrant

reported an increase of more than $1.9 billion compared to 2017. This revenue growth of about

9% brought the revenue covered by this Magic Quadrant to roughly $22 billion. This revenue is

31% of the overall Gartner forecast of $70.1 billion for data center services for North America.

This is inclusive of DCO, cloud IaaS and IUS, colocation and hosting for North America in the

same year; see “Forecast: IT Services, Worldwide, 2017-2023, 1Q19 Update.” Since pure hosting

and colocation are excluded from this Magic Quadrant, the percentage covered by this research

is 74% of the $29.6 billion market for DCO, cloud IaaS and IUS service for North America.

Our analysis shows a healthy double-digit growth rate for over half of the providers, and single-

digit growth for 25%, with the remaining having flat to declining revenue. Three providers saw

declining revenue. In the past, most traditional and large providers lost market share due to the

effect of cloud cannibalization and price decreases. Looking back to 2017, a majority of the

major providers were only able to realize single-digit growth. Providers have restructured to

compete in today’s combined market.

Geographical fit (the international coverage)■

Service capability fit (the critical capabilities)■

Reference scores fit (the voice of the customers)■

Industrial performances (the performance of service industrialization)■
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The worldwide market for data center services — including DCO, IUS, hosting colocation and

cloud IaaS — remains the largest segment of the IT outsourcing market in 2019, 5 which is

dominated by DCO/HIMS. More and more businesses are migrating to private and public cloud

services to increase their competitiveness, accelerate agility and time to market, and lower their

IT costs. Based on analysis of the data supplied by providers, revenue per server equivalents

continues to drop. This was caused by the increased level of automation, price cannibalization

and market-focused pricing due to increased competition from fast-growing players, like the

offshore outsourcers and cloud-based providers. Interestingly, some providers have been able to

slightly increase the revenue per server equivalent as they transition from pure RIM to HIMS.

These hybrid services embed compute assets (offshore), increase the amount of

transformational services (cloud migration, digital transformation) or move from asset-intensive

services into more value-added services (digital transformation, aaS, vertical solution).

We are seeing the continuous decline in traditional DCO services, while the share of

industrialized services (private and public cloud) continues to grow. Many CIOs are

reconsidering data center build-out and expansion projects in favor of cloud computing and

hybrid infrastructures. Some are looking to become “data center free” (or as close as reasonably

possible) by the end of the decade, while some hyperscale players are redefining the data center

services market, and clients are massively moving into cloud-first sourcing strategies. Overall,

our North American references report that they are targeting a hybrid mix of 52% legacy, 18%

private cloud and 26% public cloud by end of year 2020, with IoT making up the remainder at

less than 5%.

Gartner predicts that the key business indicators of data center services providers will continue

to improve during the next five years, making them a more competitive outsourcing choice.

Growth in data center services has shifted from traditional to new models. This reflects a shift

in competitive delivery models, and the rapid increase in automation to replace labor for the

more repetitive tasks. In some cases, automation is managing more than 60% of events. It is

also enabling providers to be more competitive, and to commit to improved operational

efficiency parameters. Providers are taking advantage of this by creating and delivering low-

cost, industrialized HIMS, and by producing higher numbers of new offerings (such as cloud

IaaS and PaaS). Additionally, they are managing the hybrid platform from an end-to-end

perspective, thanks to their investments in tools, processes and automation.

Evidence
Gartner analysts collect a relevant amount of quantitative information about each provider for

this Magic Quadrant. They do this directly (more than 1,000 data points per provider), through

providers’ references (more than 340 references globally, with more than 500 data points for

each reference) and via Gartner client inquiries. Providers are asked factual information about

managed data centers, assets, revenue, and other business and technical measures. When a

provider will not disclose information or references, Gartner analysts rely on public, customer

and our own research information to make appropriate estimates. During this study, a total of

156 North American references were surveyed or interviewed for more than 500 data points per
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average provider. Gartner analysts also regularly interact with these providers’ customers during

inquiries, in conversations that most often focus on problems that need to be solved.

1 See Figure 29, “Relentlessly Rebalance Your Technology Portfolio,” in “The 2018 CIO Agenda:

Mastering the New Job of the CIO.”

2 See “How to Leverage Industrialized ‘Low-Cost’ Market Prices to Optimize Your Data Center

Infrastructure Service Cost.”

3 See “IT Key Metrics Data 2018: Executive Summary.”

4 See the concept of using a deal sweet-spot analysis in “Deal ‘Sweet Spot’ Analysis

Accelerates Service Provider Evaluation and Selection.” Then see process and data to execute it

on a global scale in “How to Select Global Infrastructure Service Providers in 90 Minutes Instead

of 90 Days Using Fit, References and Performance Metrics.”

5 The worldwide IT services market will reach $1 trillion in 2019, growing 3.5% over 2018 in U.S.

dollars (4.7% in constant currency). With outsourcing contributing 60% of market growth, the

market will reach $1.2 trillion in 2023 (see “Forecast: IT Services, Worldwide, 2017-2023, 1Q19

Update”).

Evaluation Criteria Definitions

Ability to Execute

Product/Service: Core goods and services offered by the vendor for the defined market. This

includes current product/service capabilities, quality, feature sets, skills and so on, whether

offered natively or through OEM agreements/partnerships as defined in the market definition

and detailed in the subcriteria.

Overall Viability: Viability includes an assessment of the overall organization's financial health,

the financial and practical success of the business unit, and the likelihood that the individual

business unit will continue investing in the product, will continue offering the product and will

advance the state of the art within the organization's portfolio of products.

Sales Execution/Pricing: The vendor's capabilities in all presales activities and the structure

that supports them. This includes deal management, pricing and negotiation, presales support,

and the overall effectiveness of the sales channel.

Market Responsiveness/Record: Ability to respond, change direction, be flexible and achieve

competitive success as opportunities develop, competitors act, customer needs evolve and

market dynamics change. This criterion also considers the vendor's history of responsiveness.

Marketing Execution: The clarity, quality, creativity and efficacy of programs designed to deliver

the organization's message to influence the market, promote the brand and business, increase

awareness of the products, and establish a positive identification with the product/brand and

organization in the minds of buyers. This "mind share" can be driven by a combination of

publicity, promotional initiatives, thought leadership, word of mouth and sales activities.
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Customer Experience: Relationships, products and services/programs that enable clients to be

successful with the products evaluated. Specifically, this includes the ways customers receive

technical support or account support. This can also include ancillary tools, customer support

programs (and the quality thereof), availability of user groups, service-level agreements and so

on.

Operations: The ability of the organization to meet its goals and commitments. Factors include

the quality of the organizational structure, including skills, experiences, programs, systems and

other vehicles that enable the organization to operate effectively and efficiently on an ongoing

basis.

Completeness of Vision

Market Understanding: Ability of the vendor to understand buyers' wants and needs and to

translate those into products and services. Vendors that show the highest degree of vision

listen to and understand buyers' wants and needs, and can shape or enhance those with their

added vision.

Marketing Strategy: A clear, differentiated set of messages consistently communicated

throughout the organization and externalized through the website, advertising, customer

programs and positioning statements.

Sales Strategy: The strategy for selling products that uses the appropriate network of direct and

indirect sales, marketing, service, and communication affiliates that extend the scope and depth

of market reach, skills, expertise, technologies, services and the customer base.

Offering (Product) Strategy: The vendor's approach to product development and delivery that

emphasizes differentiation, functionality, methodology and feature sets as they map to current

and future requirements.

Business Model: The soundness and logic of the vendor's underlying business proposition.

Vertical/Industry Strategy: The vendor's strategy to direct resources, skills and offerings to

meet the specific needs of individual market segments, including vertical markets.

Innovation: Direct, related, complementary and synergistic layouts of resources, expertise or

capital for investment, consolidation, defensive or pre-emptive purposes.

Geographic Strategy: The vendor's strategy to direct resources, skills and offerings to meet the

specific needs of geographies outside the "home" or native geography, either directly or through

partners, channels and subsidiaries as appropriate for that geography and market.
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