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Executive Summary

Report Author: Bruce Guptill

Managing combined, adaptive services
is the needed next step to predictable
IT and business outcomes.

As the commercial and consumer use of cloud-
based IT infrastructure continues to grow, its
use among state, local and education (SLED)
and other public-service client organizations
also increases. This, in turn, is driving rapidly
growing interest in, and purchases of, private/
hybrid/data center managed hosting and
managed services by SLED organizations.

Cloud use by SLED organizations is by no
means new. However, with the COVID-19
pandemic, digital work environment, which

had already started evolving, rapidly expanded.
To support this expansion, SLED organizations
began adding more and different types of cloud,
on-premises, and hybridized solutions.

Uncertainty regarding the role and value of
traditional data centers has further complicated
SLED IT management and decision making.
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Few SLED organizations are building new data
centers because instead they are moving to
cloud-based IT-as-service models. However,
hundreds of legacy data centers continue to
support thousands of critical software, data and
business systems. Most of these operations
will shift to hybrid cloud environments over
the coming years. This will increase the need

to effectively manage many IT resources being
shifted to the cloud; however, lack of skilled
professionals will be a challenge. Thus, we

have seen significant sector initiatives toward
taming, if not controlling, complex private and
public cloud environments that include legacy
data center landscapes. Providers serving
SLED entities indicate to ISG that public sector
revenue from managed cloud services grew,

on average, more than 20 percent in 2022
compared to 2021. There are no signs of this
growth abating.

The core change drivers that we noted in the
2022 report not only remain, but continue to
grow themselves. These include ever-expanding
adoption of cloud services overall, end-of-

life for core business software and server
processing, increased use of edge computing,
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Merging hybrid-
cloud-optimized
IT and business
eNVITONIMeEents
enables sustainable
control of both.
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Executive Summary

new computing styles and development
methods, rising cybersecurity threat levels and
continuing staff shortages.

Practically, there is no easily discernable end

to the growth. We expect continual movement
of workloads to and within multiple clouds,
including mainframe applications, while new
types of workloads (for example, edge and

|oT) proliferate. Simultaneously, public sector
organizations will continue to face challenges in
attracting and retaining IT staff.

SLED-specific complications must be
addressed

SLED organizations in the U.S. face many
hybrid/multicloud complications that
commercial enterprises do not. Many U.S.
municipalities rely upon core IT capabilities
from state government agencies, including
infrastructure, applications, data management
and cybersecurity. State- and municipality-
controlled educational institutions frequently
rely even more heavily on such resources.
According to data published by the National
Association of State ClOs (NASCIO), more
than half of state IT organizations in the
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U.S. deliver multiple IT services to cities, towns
and educational entities. These services can
be important revenue sources for state-

level IT organizations. However, they also
increase IT environment complexity, cost, data
management overhead, and IT security needs,

further straining limited state-level IT resources.

Meanwhile, state agencies must also continue
to expand (and accelerate) their own digital
business transformation capabilities, improve
data privacy compliance and overall IT security,
enhance citizen services and experiences,
collaborate across a growing number of
internal and external organizations and reduce
costs. And they must do all of the above
rapidly, to satisfy economic, regulatory and
political requirements.

What makes a Leader?

There is no shortage of providers qualified

to support U.S. SLED organization needs for
private/hybrid cloud hosting and managed
services. There is, in fact, an influx of providers
that either did not previously support SLED
clients or did not actively pursue such
opportunities. In ISG's 2022 Private/Hybrid Cloud

© 2023 INFORMATION SERVICES GROUP, INC. ALL RIGHTS RESERVED.

and Data Center study for the U.S. public sector,
12 qualified managed hosting service providers
and 19 qualified managed services providers
were identified and assessed. In 2023, we
identified and assessed 17 qualified managed
hosting services providers and 24 qualified
managed services providers. The key selection
criteria for managed hosting and managed
services provider are detailed in each relevant
section of this report.

Recognition as a Leader in these quadrants
does not depend solely on provider size or
portfolio. Although such factors are important,
Leaders must also understand and satisfy
current SLED client needs while anticipating
and enabling next steps and ongoing
improvement. This include proven capabilities
supporting strategic imperatives such as
infrastructure consolidation, the effectiveness
of user services (for example, help desk and
provisioning), and centralization of IT project
management and oversight.

PRIVATE/HYBRID CLOUD - DATA CENTER SERVICES QUADRANT REPORT |

Leadership also requires excellence in
delivering services required to deliver
significant business improvement for clients.
This requires demonstration of experience
and expertise in working with U.S. public
sector organizations resulting in high levels of
client satisfaction.

ISG expects continual movement
of workloads to and within
multiple clouds, including

mainframe applications,
while new types of workloads
proliferate (for example, edge
and IoT).
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Provider Positioning
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Provider Positioning

1“) Provider Positioning Page 2 of 3
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Introduction

This study focuses
on what ISG perceives
as critical for

Private/Hybrid Cloud ——  Managed Services
and Data Center —
OutsourCIng SerV]'CeS p— Managed Hosting

for U.S. public sector
clients in 2023.

Simplified Illustration; Source: ISG 2023
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1SG Provider Lens”  ©2023 INFORMATION SERVICES GROUP, INC. ALL RIGHTS RESERVED.

Definition

This ISG Public Sector Provider Lens™ research
study examines service providers that develop,
enable and deliver the scope of private cloud,
hybrid cloud and data center outsourcing IT
capabilities needed by public sector entities
and agencies in the U.S. as they work to reduce
IT and operational costs.

For the purposes of this study, ISG includes
state and municipal government organizations,
public utility, healthcare, education entities

and similar organizations in the definition of the
U.S. public sector.

Services assessed in this study are typically
extensions of clients' computing environments.
Private clouds may be hosted at a client facility,
but usually include third-party IT services with
scalable virtual computing, networking and
storage resources, either in providers’ data
centers or over shared infrastructure. Clients
seeking strict security and governance, large
data volumes, and tight integration with
enterprise applications and workflows often
prefer private cloud environments.

PRIVATE/HYBRID CLOUD - DATA CENTER SERVICES QUADRANT REPORT | JUNE 2023

Hybrid cloud environments combine on-
premises infrastructure with private and public
cloud services. They allow organizations to
leverage public cloud capabilities without
offloading entire systems to a third party. This
offers adaptability and flexibility while keeping
vital IT within the client’s firewall.

Data center outsourcing transfers the
responsibility of orchestration, provisioning,
monitoring and management of core IT assets
and infrastructure to a third party. The data
center may be owned by the client or by a
services provider. Integrated monitoring and
management services are usually delivered
from the provider's offshore, onshore or
nearshore shared or dedicated delivery center.



Introduction

Scope of the Report

In this ISG Provider Lens™ quadrant report,
ISG covers the following two quadrants for
services/solutions: Managed Services and
Managed Hosting.

This ISG Provider Lens™ study offers IT
decision-makers with the following:

e Transparency on the strengths and
weaknesses of relevant providers/software
vendors

o A differentiated positioning of providers by
segments (quadrants)

e Focus on the regional market

Our study serves as the basis for important
decision-making in terms of positioning, key
relationships and go-to-market considerations.
ISG advisors and enterprise clients also use
information from these reports to evaluate
their existing vendor relationships and
potential engagements.

iSG Provider Lens

Provider Classifications

The provider position reflects the suitability

of IT providers for a defined market segment
(quadrant). Without further additions, the
position always applies to all company sizes
classes and industries. In case the IT service
requirements from enterprise customers differ
and the spectrum of IT providers operating

in the local market is sufficiently wide, a
further differentiation of the IT providers by
performance is made according to the target
group for products and services. In doing so,
ISG either considers the industry requirements
or the number of employees, as well as

the corporate structures of customers and
positions IT providers according to their focus
area. As a result, ISG differentiates them, if
necessary, into two client target groups that are
defined as follows:

o Midmarket: Companies with 100 to 4,999
employees or revenues between $20 million
and $999 million with central headquarters
in the respective country, usually privately
owned.

© 2023 INFORMATION SERVICES GROUP, INC. ALL RIGHTS RESERVED.

e Large Accounts: Multinational companies
with more than 5,000 employees or
revenue above $1 billion, with activities
worldwide and globally distributed
decision-making structures.

The ISG Provider Lens™ quadrants are created
using an evaluation matrix containing four
segments (Leader, Product Challenger, Market
Challenger and Contender), and the providers
are positioned accordingly. Each ISG Provider
Lens™ quadrant may include service providers
that ISG believes have strong potential to move
into the Leader quadrant. This type of provider
can be classified as a Rising Star.

o Number of providers in each quadrant:
ISG rates and positions the most relevant
providers according to the scope of the
report for each quadrant and limits the
maximum of providers per quadrant to
25 (exceptions are possible).

PRIVATE/HYBRID CLOUD - DATA CENTER SERVICES QUADRANT REPORT | JUNE 2023




Introduction

A
") Provider Classifications: Quadrant Key

Product Challengers offer a product and
service portfolio that reflect excellent service
and technology stacks. These providers and
vendors deliver an unmatched broad and deep
range of capabilities. They show evidence of
investing to enhance their market presence
and competitive strengths.

Contenders offer services and products
meeting the evaluation criteria that qualifies
them to be included in the IPL quadrant. These
promising service providers or vendors show
evidence of rapidly investing in products/
services and a follow sensible market approach
with a goal of becoming a Product or Market
Challenger within 12 to 18 months.

iSG Provider Lens

Leaders have a comprehensive product and
service offering, a strong market presence and
established competitive position. The product
portfolios and competitive strategies of Leaders
are strongly positioned to win business in the
markets covered by the study. The Leaders also
represent innovative strength and competitive
stability.

Market Challengers have a strong presence

in the market and offer a significant edge

over other vendors and providers based

on competitive strength. Often, Market
Challengers are the established and well-known
vendors in the regions or vertical markets
covered in the study.

© 2023 INFORMATION SERVICES GROUP, INC. ALL RIGHTS RESERVED.

% Rising Stars have promising
portfolios or the market experience
to become a Leader, including the
required roadmap and adequate
focus on key market trends

and customer requirements.
Rising Stars also have excellent
management and understanding
of the local market in the studied
region. These vendors and

service providers give evidence of
significant progress toward their
goals in the last 12 months. ISG
expects Rising Stars to reach the
Leader quadrant within the next 12
to 24 months if they continue their
delivery of above-average market
impact and strength of innovation.

PRIVATE/HYBRID CLOUD - DATA CENTER SERVICES QUADRANT REPORT | JUNE 2023

Not in means the service provider
or vendor was not included in this
quadrant. Among the possible
reasons for this designation:

ISG could not obtain enough
information to position the
company; the company does

not provide the relevant service
or solution as defined for each
quadrant of a study; or the company
did not meet the eligibility criteria

for the study quadrant. Omission
from the quadrant does not imply
that the service provider or vendor
does not offer or plan to offer this
service or solution.
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Managed Hosting

Who Should Read This Section

This report is relevant to U.S. public sector
organizations for evaluating managed
hosting providers.

In this quadrant report, ISG defines the

current market positioning of managed hosting
providers in the U.S. public sector and how
they address the key challenges faced by
government agencies.

Public sector agencies face challenges in
integrating hosted computing resources

with their existing on-premises infrastructure
and applications. The integration requires

a common platform that can support
interoperability, data migration and workload
portability across different cloud environments.
The agencies want to shift from capital
expenditure (CapEx) to operational expenditure
(OpEx) to achieve cost benefits associated with
new assets purchase. Concurrently, they are
facing difficulties with compliance changes and
security, as there are large data volumes and
requirements for tight integration with other
enterprise applications and specific workflows

iSG Provider Lens

for hosting government agencies’ critical
applications. Government entities emphasize
that providers must monitor and manage the
hosted computing resources effectively to
avoid overspending or underutilizing them.

Government agencies want to partner with

a trusted and experienced hosting provider
that can offer them a comprehensive

solution that covers all aspects of their hybrid
cloud strategy. There is a growing need for
proximity-based services to support latency-
sensitive applications and reduce the focus
on on-premises infrastructure. There has
been increased deployment of VMware tools
across the hosting environment, which is
reducing technology differentiation among
providers. Government entities are seeking an
understanding of next-generation technologies
and tools modernization, including high-end
computing and infusion of Al and automation,
with updated traditional infrastructure.

© 2023 INFORMATION SERVICES GROUP, INC. ALL RIGHTS RESERVED.

[ ]
ﬁ

IT and infrastructure leaders should read
this report to analyze managed hosting
providers’ modernization and service
capabilities and the market advancements
impacting hybrid cloud strategies.

s
“r
Software development and technology
leaders should read this report to
understand providers' positioning, offerings

and impact on the ongoing infrastructure
transformation initiatives.

PRIVATE/HYBRID CLOUD - DATA CENTER SERVICES QUADRANT REPORT |

Sourcing, procurement and vendor
management professionals should read
this report to better understand the
current landscape and partner ecosystem
of managed hosting providers to the

U.S. public sector.

JUNE 2023
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This quadrant assesses
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Managed Hosting

Definition
This quadrant assesses service providers that Eligibility Criteria
offer standalone enterprise-grade hosting
solutions using their own or third-party

facilities and infrastructure. Providers are
responsible for the regular management and
maintenance of data center equipment such

as servers, storage, operating systems and
connectivity to the external network. Ideally,
clients provide their applications and operating
requirements to the provider, and the provider
is responsible for provisioning the infrastructure
to keep applications running with the desired
performance and security.

. ffer enterprise- grade/
agency grade hostlng
using the pro

A provider may monitor various IT assets such . t active
as legacy systems and private and public clouds an 1ve disaster
via a hybrid cloud management platform. recovery and backup services
However, the ones offering hybrid cloud
management are not assessed in this quadrant.
The primary service levels typically considered
to evaluate managed hosting service providers
are various tiers of data centers, multilayered
security, service availability and network (LAN)
I/O at peak time.

* .
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Managed Hosting

Observations

Managed hosting is a unique aspect of IT
services management. For decades, it was

one of the important capabilities outsourced
by enterprises and public sector organizations.
It allowed them to take advantage of crucial,
often critical, software and server capabilities
that would otherwise be beyond their

abilities to support.

The growth of cloud-based IT, including
software as a service, significantly reduced
the demand for managed hosting, especially
as a standalone service type. We increasingly
see managed hosting integrated into

broader managed services portfolios. It
remains an important capability for many
organizations, especially as they struggle to
organize IT software and server strategies and
landscapes while focusing on meeting service-
level requirements.

Managed hosting is still important enough to
U.S. public sector clients that more providers
have either emerged or more strongly
asserted and promoted their capabilities
than previously had. For this 2023 study,

iSG Provider Lens

we identified and assessed 17 service providers
versus 12 identified and evaluated in our 2022
study. We also recognized seven Leaders

this year, up from four in 2022. With a huge
amount of funding becoming available, and
continuing scrambles by SLED organizations
to rationalize complex, multicloud and hybrid
IT environments, we do not expect the scope
of providers or their scale of services to
decline soon.

From the 57 companies assessed for this study,
17 have qualified for this quadrant with seven
being recognized as Leaders.

Ensono

Ensono delivers a comprehensive range

of managed hosting services to a growing
number of U.S. public sector clients. Services
include: traditional hosting, monitoring and
management; legacy application and database
migration; and middleware optimization.

© 2023 INFORMATION SERVICES GROUP, INC. ALL RIGHTS RESERVED.

IBM continues to offer hosting services,
including customizable bare-metal server
environments. It has a widespread and
longstanding U.S. public sector presence and
contracting vehicles with every U.S. state.

Kyndryl

Kyndryl focuses on strengthening its public
sector presence while leveraging its IBM legacy.
It offers managed hosting for clients’ operating
systems and workloads, including hosting IBM
Z and IBM i workloads, either on client premises
or in Kyndryl data centers.

LUMeN

Lumen owns all its network and computing
assets, resulting in a uniquely secure and
high-performance infrastructure. This capability
is ideal for cities and municipalities putting in
place smart services for traffic, air quality, safety
and other citizen services.

PRIVATE/HYBRID CLOUD - DATA CENTER SERVICES QUADRANT REPORT |

NTT DATA

NTT DATA quietly boasts one of the largest U.S.
public sector presences, with dozens of SLED
and federal agency clients. It offers exceptional
breadth and depth of capabilities, with Al-driven
efficiencies accelerating sustainable data
center initiatives.

Rackspace Technology

Rackspace Technology's Government
Solutions offering includes a dedicated portfolio
developed to improve the operational efficiency
of public sector organizations, reduce risks,
optimize costs and comply with regulatory
compliance and cost controls.

unisys

Unisys remains one of the most-embedded

U.S. public IT providers. Its Cloud, Applications
& Infrastructure offerings for government
entities include systems and software migration
to hosted servers, private cloud and hybrid
cloud environments.

JUNE 2023
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Managed Hosting

Unisys

Overview

Unisys is headquartered in Pennsylvania,
U.S., and operates in 28 countries.

It has more than 16,200 employees
across 71 global offices. In FY22 the
company generated $2.0 billion in
revenue, with Enterprise Computing
Solutions as its largest segment. One

of the longest-established IT providers
in the U.S. serving public sector
organizations, Unisys has been hosting
public sector IT for decades, beginning
with mainframe and similar large systems
in the 1960s. Unisys emphasizes client-
optimized services and solutions.

iSG Provider Lens

Strengths

Modernization and digitalization for public
services and organizations: Unisys focuses
its public sector IT and consulting services
on modernizing operations to reduce costs,
improve and advance operations efficiency
and citizen services access, and enhance
user and constituent satisfaction.

Robust public cloud consulting and
solutions portfolio: Unisys' Cloud,
Applications & Infrastructure offerings for
public sector clients include systems and
software migration (including to hosted
servers, private cloud and hybrid cloud),
applications and data modernization, cloud
use optimization, industry cloud(s) and
BPO and cybersecurity services. Unisys
also continues to offer complete client data
center management services.

© 2023 INFORMATION SERVICES GROUP, INC. ALL RIGHTS RESERVED.

“Outstanding public sector presence and

CQ? robust hosting experience make Unisys a

Leader

Bruce Guptill

Digital service management: U.S. public
sector organizations with significant on-
premises application workloads that are
looking to improve service management
or to lower costs should consider Unisys'
digital service management service. This
service enhances and modernizes IT
infrastructure in situ. This form of managed
hosting is particularly useful for organizations
with sensitive workloads or data but wish
to move to more effective operational
technology networks.
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leader in managed hosting services for
U.S. public sector clients.”

Caution

ISG has concerns about a lack of highly-
visible sector developments by Unisys.

The firm has been investing in relevant
domain- and operation-optimized solutions
for specific types of agencies. However,
Unisys risks falling behind other Leaders

in clients’ perception of its broader Public
Sector strengths.
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Methodology & Team

The ISG Provider Lens™ 2023 — Private/Hybrid
Cloud - Data Center Services report analyzes
the relevant software vendors/service providers
in the U.S. Public sector market, based on a
multi-phased research and analysis process,
and positions these providers based on the

ISG Research™ methodology.

Lead Author:
Bruce Guptill

Editors:
Sajina B and John Burnell

Research Analyst:
Manoj M

Data Analysts:
Sachitha Kamath and Lakshmi Kavya Bandaru

Consultant Advisor:
Alex Perry

Project Manager:
Manikanta Shankaran
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Information Services Group Inc. is solely
responsible for the content of this report.
Unless otherwise cited, all content, including
illustrations, research, conclusions, assertions
and positions contained in this report were
developed by, and are the sole property of
Information Services Group Inc.

The research and analysis presented in this
report includes research from the ISG Provider
Lens™ program, ongoing ISG Research™
programs, interviews with ISG advisors,
briefings with services providers and analysis
of publicly available market information from
multiple sources. The data collected for this
report represents information that ISG believes
to be current as of April 2023, for providers who
actively participated as well as for providers
who did not. ISG recognizes that many mergers
and acquisitions have taken place since that
time, but those changes are not reflected in
this report.

All revenue references are in U.S. dollars ($US)
unless noted.
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The study was divided into the
following steps:

1.

Definition of Private/Hybrid
Cloud - Data Center Services
market

. Use of questionnaire-based

surveys of service providers/
vendor across all trend topics

. Interactive discussions with

service providers/vendors on
capabilities & use cases

. Leverage ISG's internal databases

& advisor knowledge & experience
(wherever applicable)

. Use of Star of Excellence

CX-Data

PRIVATE/HYBRID CLOUD — DATA CENTER SERVICES QUADRANT REPORT

6. Detailed analysis & evaluation of
services & service documentation
based on the facts & figures
received from providers & other
sources.

. Use of the following key
evaluation criteria:

* Strategy & vision
* Tech Innovation

Brand awareness and
presence in the market

Sales and partner landscape

Breadth and depth of
portfolio of services offered

CX and Recommendation

. ®
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Author & Editor Biographies

Author

Bruce Guptill
Lead Analyst

Bruce Guptill brings more than 30 years

of technology business and markets
experience and expertise to ISG clients.
Bruce has helped develop and lead ISG's
enterprise research development and
delivery, global ISG Research operations
and Research client support. His primary
research and analysis for ISG clients has
focused on IT services market development,
disruption, adaptation and change.

He currently leads U.S. Public Sector
research for ISG's Provider Lens global
research studies, and also leads IPL studies
in procurement and software vendor
partner ecosystems.

iSG Provider Lens

Bruce holds a masters’ degree in marketing
and finance, and a B.A. combining

business and mass media communication
psychology. He also holds certifications

in a wide range of software, hardware and
networking technologies, and in mechanical
and electrical engineering disciplines.
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Manoj M
Research Analyst

Manoj is a research analyst at ISG and
supports ISG Provider Lens™ studies

on Private/Hybrid Cloud — Data Center
Services, Mainframes, Cloud Native
Services & Solutions and Public Cloud
Data Center Solution and Services. He
also supports the lead analysts of multiple
regions in the research process. Prior to
this role, he supported the ROl process

in sales intelligence platform and was an
individual contributor in handling research
requirements for advanced technologies in
different sectors.

PRIVATE/HYBRID CLOUD - DATA CENTER SERVICES QUADRANT REPORT | JUNE 2023

Enterprise Context and Overview Analyst

He has considerable expertise in predicting
the automation impact by considering
certain parameters such as productivity,
efficiency and time reduction. During his
tenure, he has supported research authors
and authored Enterprise Context and Global
Summary reports with market trends and
insights.
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Author & Editor Biographies

IPL Product Owner

Jan Erik Aase

Partner and Global Head - ISG Provider Lens™
Mr. Aase brings extensive experience Now as a research director, principal analyst
in the implementation and research of and global head of ISG Provider Lens™,
service integration and management of he is very well positioned to assess and
both IT and business processes. With over report on the state of the industry and make
35 years of experience, he is highly skilled recommendations for both enterprises and
at analyzing vendor governance trends and service provider clients.

methodologies, identifying inefficiencies in
current processes, and advising the industry.
Jan Erik has experience on all four sides

of the sourcing and vendor governance

lifecycle - as a client,

an industry analyst,

a service provider and an advisor.

iSG Provider Lens
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About Our Company & Research

iSG Provider Lens

The ISG Provider Lens™ Quadrant research
series is the only service provider evaluation
of its kind to combine empirical, data-driven
research and market analysis with the
real-world experience and observations

of ISG's global advisory team. Enterprises
will find a wealth of detailed data and
market analysis to help guide their selection
of appropriate sourcing partners, while

ISG advisors use the reports to validate
their own market knowledge and make
recommendations to ISG's enterprise
clients. The research currently covers
providers offering their services across
multiple geographies globally.

For more information about

ISG Provider Lens™ research,

please visit this webpage.

iSG Provider Lens

iSG Research’

ISG Research™ provides subscription
research, advisory consulting and
executive event services focused

on market trends and disruptive
technologies driving change in business
computing. ISG Research™ delivers
guidance that helps businesses
accelerate growth and create

more value.

ISG offers research specifically

about providers to state and local
governments (including counties, cities)
as well as higher education institutions.
Visit: Public Sector.

For more information about ISG
Research™ subscriptions, please
email contact@isg-one.com,

call +1.203.454.3900, or visit
research.isg-one.com.
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ISG (Information Services Group)
(Nasdag: Ill) is a leading global technology
research and advisory firm. A trusted
business partner to more than 900 clients,
including more than 75 of the world's

top 100 enterprises, ISG is committed

to helping corporations, public sector
organizations, and service and technology
providers achieve operational excellence
and faster growth. The firm specializes in
digital transformation services, including
automation, cloud and data analytics;
sourcing advisory; managed governance
and risk services; network carrier services;
strategy and operations design; change
management; market intelligence and
technology research and analysis.
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Founded in 2006, and based in Stamford,
Conn., ISG employs more than 1,600 digital-
ready professionals operating in more than
20 countries—a global team known for

its innovative thinking, market influence,
deep industry and technology expertise,
and world-class research and analytical
capabilities based on the industry's most
comprehensive marketplace data.

For more information, visit isg-one.com.
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