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Introduction: Increased IT Spending Signals Returning Confidence for SMBs 

 
Small and midsize businesses (SMBs) are the economic engine behind nearly every economy. SMBs around the globe employ 80 percent of the world’s work force and generate more than half of its GDP, according to Access Markets International (AMI)-Partners Research. With agility, creativity and deep customer knowledge, smaller businesses have historically helped global markets overcome economic challenges. 

These businesses also invest significantly in information technology (IT) as a core business tool. According to market research firm Gartner, “The SMB market represents 44% of the total IT market spending. We predict that SMBs will spend $800 billion on IT in 2010. Our research indicates that midsize businesses worldwide will increase their IT spending in 2010 by 5.4% over 2009 spending levels.” At Microsoft, we believe IT can play a substantial role in buoying SMBs through turbulent times, helping to drive the efficiencies and growth that will spur SMB stability as they lead us to economic recovery. 
Playing a critical, complementary role for this sector are local IT partners. SMBs, especially the two thirds of smaller businesses without dedicated IT staff, rely on retailers, manufacturers and local vendors such as Microsoft Small Business Specialists. In a challenging market and with increasingly complex IT options, SMBs expect these IT partners to not only deliver solutions, but also to provide sound, strategic guidance tailored to their business, vertical and industry.

Microsoft invests significantly in the SMB market and relies heavily on a global ecosystem of 640,000 partners to represent our solutions and offer local expertise to our customers around the world. Among those 640,000 partners are nearly 20,000 small and midsize business experts that carry the Microsoft Small Business Specialist designation. 

To gain a greater understanding of what SMBs expect from IT, we began last year to gather input from these small and midsize business partners, our hands-on experts on SMB customers. For this second annual Microsoft SMB/Partner Insight Report, we turned to Small Business Specialists from the U.S., Canada, U.K., Brazil and India. The data in this report, and our engagement with the Small Business Specialist Community throughout the year, point to a number of key trends we anticipate seeing over the next year: 

1. SMB IT Spend is on the Rebound. Signaling returning stability and confidence, partners expect significantly more SMBs to increase IT expenditures in 2010. Controlling costs is still a key concern, but cuts to IT staff and budgets will decrease from 2009 levels. 
2. Doing More with Less, Generating Growth Are Key Priorities. Continuing to look to IT as a strategic investment, SMBs will prioritize technologies that help them in two key areas: being more cost-efficient and driving business growth. SMBs still see server virtualization as demonstrating appreciable value in both areas, and will increase expenditures accordingly. They also continue to see cost savings in IT consolidation, and growth potential in Customer Relationship Management (CRM).

3. Cloud Computing Remains an Area of Opportunity. Software as a Service (SaaS) also ranks among the top technologies for both cost reductions and growth, and will continue to be embraced by SMBs. As smaller businesses continue to focus on adapting to shifts in the economic climate, the flexibility, security and affordability of cloud solutions hold appeal. SaaS also helps small businesses gain enterprise-level functionality on a per-user basis without significant outlays of much needed capital for on-premise software. SMBs are still cautious, however, and are looking to better understand how SaaS can address their particular needs, integrate with current solutions and drive better business performance. 

4. More Remote Workers Driving Demand for Mobile Solutions. Even more small businesses will add remote workers in 2010, continuing this trend from 2009. Supporting this growing segment of their workforce will place additional demands on networks regarding security, access to core business applications, collaboration tools and the exchange of data in real time.

5. Strategic Importance of Partners on the Rise. SMBs are facing serious challenges, especially those businesses with limited or no dedicated IT staff. As a result, SMBs are increasingly turning to vendors and value-added resellers (VARs) to help them navigate unfamiliar waters and make strategic, business-driven decisions that will optimize IT budgets and performance. VARs will respond with more tailored solutions that demonstrate a deep understanding of customers and their needs.
Clearly, 2010 will present more challenges for many SMBs, who will continue to concentrate their efforts around adapting to the latest market realities. They will also look again to IT as a key strategic investment that will help them overcome economic adversity and gain competitive advantage. If SMBs are the backbone of our economy, technology is the backbone of SMBs. 

Smaller businesses need to be sure they are making the right IT investments and understand how technology can help them compete and win in the marketplace. The Microsoft SMB/Partner Insight Report highlights key areas where IT can improve business functions and performance. SMBs should capitalize on the opportunity to shore up their bottom line through strategic IT investments, in partnership with a trusted advisor such as a Microsoft Small Business Specialist or other local consultant. They must have the right plan in place to ensure that they will remain the resilient economic engine powering the global economy.
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Key Findings
Trends and Attitudes among SMBs

· SMB IT Spending: 63% of Microsoft Small Business Specialist partners forecast higher spending among SMBs in 2010, a 38 point increase over 2009. 

· Reducing Costs: Reducing staff and IT costs continue to be the most common ways SMB customers are surviving the economic downturn, but at decreased levels from 2009 to 2010. Investing in IT and creative marketing and advertising are at significantly higher levels in 2010 than in 2009, but remain a way of surviving for one third or less. 
· Cost-Saving Technologies and Investments for Growth: Virtualization continues to be viewed as the best cost saving technology and investment for growth in 2010. IT consolidation (small and mid-size servers) and SaaS follow virtualization in consideration as best cost saving technologies. Customer Relationship Management follows virtualization in consideration as the best technology for growth.
· Server Virtualization:  Small Business Specialist partners estimate an average of 15% of their customers are currently using virtualization and the majority (73%) expect this to increase in 2010.
· Windows 7: Partners expect Windows 7 deployments to double among their SMB customers in 2010, with “increased performance/responsiveness” and “improved reliability” cited as the top benefits for SMBs adopting the new operating system. 44% of partners forecast Windows 7 availability will increase new server deployments in 2010. 
· Software as a Service (SaaS):  On average, over one in ten small and mid-sized business customers are currently using SaaS/Hosted applications (+2% to 12%). Small Business Specialist partners continue to forecast increased use by the end of 2010, which is likely to be realized given the expected shift in customers with increased IT purchases in 2010.
· Remote Workers: The majority of Small Business Specialist partners continue to believe their customers will increase their remote worker base in 2010 with a significant upward shift (+20 points to 74%) since 2009.

Trends for Companies Serving the SMB IT Market

· Business Opportunity: Upgrading OS, Backup, Hardware, Virtualization, Server Consolidation and Migration of Server OS are the lead areas of opportunity identified for 2010.

· Business Priorities: Top 2010 priorities for Small Business Specialist partners continue to be new sales and marketing materials, specialization (training and certification) and establishing new partnerships.

· Customer Relationships: Partner roles with their customers continue to be dynamic in 2010, with only 6% expecting no change. Small Business Specialists report customers want increasingly strategic assistance, with cost reductions help still the single most common expectation, followed by providing more remote management. 
· Vendor Support with Technologies:  Small Business Specialist partners view Microsoft technologies as offering the “Best” technology resources for their customers both in terms of cost savings  and for business growth, outpacing competitors by a wide margin. 
Full Study Results
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	The importance of IT to SMBs is reinforced by survey results in 2010. A significant shift (+38 points) is visible in the proportion of partners who forecast their customers are no longer delaying purchases, as in 2009, and instead are forecasting increased purchase levels in 2010. 
Among the 63% of partners who expect their customers to increase IT purchasing in 2010, the average increase expected is 16%.
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	Upgrading PC operating systems is viewed as the top area of opportunity in 2010 (61%) followed closely by backup (56%), PC hardware purchases (55%), virtualization (53%), IT consolidation (51%) and migrating to latest server OS (50%).

From 2009 to 2010, partners place increased emphasis on: 

· Virtualization (+ 2 points to 53%) 

· Office productivity suites (+ 8 points to 40%) 
· Storage (+4 points to 38%) 

· Hosted email (+6 points to 38%)
· SaaS (+4 points to 35%) 

Decreased emphasis on:

· Backup (-5 points to 56%)

· Mobile solutions (-7 points to 43%) 

· CRM (-4points to 28%)
· Financing & incentives (-7 points to 17%)
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	The top priorities in 2010 continue to focus on demonstrating value to their customers:   Generating new sales and marketing materials (53%) continues as the top priority among SMBs in 2010 along with specializing through training and certification (50%). Nearly half of SMBs also consider establishing new partnerships (44%) a top priority for the year ahead.
While still mid-level priorities, 2010 has increased emphasis on:

· Expanding a business model around SaaS (+2 points to 29%)

· Aligning more closely with key hardware and software vendors (+3 points to 27%) 
· Improving customer’s online experiences (+5 points to 20%)
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	Over half of Small Business Specialist partners continue to report their customers are reducing staff (55%) and IT spend (53%) to survive the economic downturn, but this is significantly lower than in 2009 (-12 points, -11 points respectively)
At the same time, Small Business Specialist partners are seeing their customers increase their focus on proactively preparing for better economic times by investing in IT (+12 points to 34%) and placing emphasis on creative marketing or advertising (+6 points to 20%).
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Looking back at their customer’s efforts to survive the economic downturn, reducing staff followed by investing in IT are viewed as the top actions that helped customers.
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	Small Business Specialist partners continue to view a variety of changes to their role with customers in 2010. Assisting with cost reductions (25%) continues to be the single most common role change for partners followed by providing more remote management (17%). 
Partners also expect their role with customers to be more focused on providing more tailored support either through a “one stop” experience (16%) or integrated consulting (14%). 
Additionally, the expectation that their role with customers will have more focus on strategic planning nearly doubled from 2009 to 2010 (+5 points to 11%).
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	Small Business Specialist partners attribute their customer’s initial purchase of server software or upgrade to the need for improved speed/stability/reliability, but they also attribute these purchases to their own recommendations to customers at nearly the same level (45%, 42% respectively).
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Server virtualization continues to be viewed as the best cost saving technology and best investment for growth in 2010 (24%, 17% respectively), but emphasis has declined since 2009. IT consolidation (small or mid-size server) also continues to be viewed as a cost saving and investment for growth but at significantly lower levels than in 2009 (-8 points to 17%, -9 points to 11%).
Small Business Specialist partners place increased emphasis on:

· Software as a Service both for cost savings (+4 points to 14%) and as an investment for growth (12%)

· Customer Relationship Management as the best investment for growth in 2010 (+2 points to 15%)
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*Added in 2010
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	The majority of Small Business Specialist partners have some customers using server virtualization (73%). Average use is 15% of customers, but over one quarter report none of their customers have adopted this technology.
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	The majority of Small Business Specialist partners expect increased use of server virtualization in 2010 (78%). One in ten expect use to stay the same.

Among partners who expect use of server virtualization to increase in 2010, the expected increase is 23%.
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	Small Business Specialist partners who expect customer use of virtualization to increase in 2010 attribute this to small and mid-sized businesses being focused on cost savings and creating efficiencies. 
The most common reason they expect use to increase is because their customers are decreasing hardware purchases (30%). Nearly one in five also attribute the increase to more focus on flexibility (19%) and creating more server efficiencies (18%).
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	Small Business Specialist partners say cash flow (40%) is the top concern for their small and mid-sized customers. 
With partners expecting their 2010 role with customers to often be focused on assisting with cost reductions and providing tailored solutions (see Figure 7), it will be important to clearly communicate how solutions have benefits to day-to-day issues such as cash flow.
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	44% of Small Business Specialist partners forecast the availability of Windows 7 will increase new server deployments among their small and mid-sized customers in 2010.
Over half (54%) believe new server deployments will not be impacted by Windows 7 availability and only a small minority (2%) anticipate a decrease.

Partners who forecast an increase in new server deployments due to Windows 7 availability anticipate a 21% increase.
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	On average, over one in ten small and mid-sized business customers are currently using SaaS/Hosted applications (+2% to 12%). Small Business Specialist partners continue to forecast increased use by the end of 2010. 
Although partners in 2009 forecasted a similar increase that has not yet been realized, it is likely their forecast will be more accurate for 2010 given the expected shift in customers no longer delaying IT purchases (see Figure 1). 
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	A significant upward shift is visible (+20 points) in the proportion of Small Business Specialist partners who expect their small and mid-size business customers to increase remote workers from 2009 to 2010  
74% of partners expect their customers to increase the level of remote workers and most others expect the level to stay the same (24%). 
Partners who expect their customers to increase remote workers are estimating these customers will increase levels by 19%. 
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	Small Business Specialist partners believe that investments in mobile solutions and remote workers will most often result in growth for Microsoft Exchange (57%) and the Windows Small Business Server platform (55%). 
Nearly half (44%) believe growth will come from investments in Windows 7 for mobile/remote workers. And one third expect growth from Windows Mobile and/or Office Systems.
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	On average, Small Business Specialist partners estimate 15% of their small and mid-sized customers have tested and/or deployed Windows 7. 
By the end of 2010, partners expect 33% of their customers to have deployed Windows 7.
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	The majority of Small Business Specialist partners view increased performance/responsiveness (75%) followed by improved reliability (65%) as the top benefits their customers will experience when deploying Windows 7.
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The majority of Small Business Specialist partners view Microsoft technologies as “Best” for SMBs both in terms of cost savings  (57%) and for business growth (72%), outpacing competitors by a wide margin. 

Google’s offerings are recognized by 19% of partners for their cost savings attributes, but less than one in ten partners consider any other vendor’s technologies “Best” for SMBs in terms of cost savings or for business growth.
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	Small Business Specialist partners expect 24% of their small and mid-sized business customers to be using Microsoft Office 2010 by the year’s end.

Small Business Specialist partners expect 68% of their SMB customers to continue using older versions of Office this year.
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	While the majority of Small Business Specialist partners customers are small and mid-sized businesses, just over one in ten (11%) also have larger business customers.



	The proportion of Small Business Specialist partners represented in the study is highest in the U.S. (31%) and Brazil (28%) in 2010.

From 2009 to 2010 representation increased in:
· Brazil (+9 points to 28%)

· U.K. (+6 points to 18%)

· Canada (+5 points to 14%)
· India (+6 points to 9%)
U.S. representation is similar from 2009 to 2010 and France is not included in 2010.
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Regional Trends
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All countries forecast that more than 50% of SMBs intend to purchase at higher levels in 2010.

Brazil outpaces all other countries in this study with 79% reporting that SMBs will have higher future purchase intentions. 
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Brazil and India see themselves as playing a greater role in assisting customers with cost reductions (31%-33%), while the U.S., Canada and U.K. are more focused on remote management (20%-26%).

Compared to other countries, Canada plays less of a role in integrated consulting (2%) while Brazil plays less of a role in creating a “one-stop experience” (6%).

Results are comparable across countries for being used for strategic planning (8-14%).
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Over half of U.S. and U.K. Small Business Specialist partners believe that their customer’s primary concerns revolve around cash flow (56%, 59%, respectively), a significantly higher percentage than the other countries featured in the report; however, cash flow is still the primary concern for Canada (29%) and India (29%).

Brazil sees their small and mid-size business customers primarily struggling with business growth and keeping their IT systems running (31%, 33%, respectively) compared to only 18% worried over cash flow.

Customer acquisition and retention are less concerning across all countries (customer acquisition: 3-11%, customer retention: 3-13%).
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India Small Business Specialist partners select SaaS as the Best Cost-Saving Technology (37%), a higher percentage than that returned by all other countries, while Brazil and Canada see Server Virtualization as the Best Cost-Saving Technology, (30%, 29%, respectively), a significantly higher percentage than that returned for the U.S., U.K. and India (18-22%).

IT consolidation results are comparable across all countries in the report (9-21%).
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37% of India Small Business Specialist partners also see SaaS as the top investment for growth (compared to 2-16% reported by the other countries in the report); while the U.S., Canada, U.K. and Brazil believe that the best investment for growth is in Server Virtualization (14-22%).

Customer Relationship Management (CRM) is also given a top mention as one of the best areas for technical investment for the U.K. (21%).
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70%-82% of Small Business Specialist partners believe their small and mid-size business customers will increase the number of remote workers. The U.K. (82%) reports a significantly higher increase than Brazil (70%). 
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While 82% of U.K. Small Business Specialist partners report that SMBs will increase the number of remote workers, only 48% anticipate that the remote worker’s role will expand. This is a significantly lower percentage than that retuned for the U.S., Brazil and India, where 67%-77% report an expansion of the remote worker’s job function. Canada’s percentage of 54% is comparable to the U.K. percentage of 48%.
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While most Small Business Specialist partners at a regional level indicate that Microsoft has the best cost-saving technology, India reports a significantly lower percentage than other countries.

Google is the second highest rated cost-saving vendor across countries, with particularly strong showings in the U.K. and India.
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Across regions, Microsoft is seen as having the best technology for business growth. 
Google and HP lag behind Microsoft across countries. As with views around cost savings , Microsoft’s smallest advantage is in India.

Sources

Survey of 546 Small Business Specialists in Brazil, Canada, India, the U.S. and the U.K., conducted by TNS in February 2010.

Gartner, “Key Issues for IT Providers Targeting the SMB Market,” James A. Browning, 25 February 2010.
Access Markets International (AMI)-Partners Research, syndicated QPulse market tracker, 2010.
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“Small and midsize businesses are an important part of every economy and technology is the backbone of many SMBs. IT can help drive the efficiencies and growth that will spur SMB stability as they help lead us to economic recovery.”


Steve Ballmer, CEO, Microsoft





We believe SMB IT spending is on the rebound, and partners will play an increasingly important role in helping smaller companies make the right IT investments to cut costs and grow their businesses.





38% Increase in 2010 Forecast of Higher Spending





Key 2010 SMB Technologies include Upgrading OS, Backup, Hardware, Virtualization, Server Consolidation and Migration of Server OS 





Question:	2.	When thinking about your small and mid-size business customers do you expect 2010 IT purchase levels to be…? (Higher/Lower/Same) (percentage increase)


	3.	Thinking about the small and mid-size business community, do you see opportunity in 2010 in any of the following areas? Please check all that apply.








Demonstrating Value to SMBs Still a Top Priority in 2010





Question:	4.	What are the top three priorities for your company in 2010? Please check three.


	





SMBs Will Continue Cutting Expenses in 2010, 


But are Investing More in IT and Marketing 





Survival Most Often Attributed to Staff Reductions and IT Investments 





Question:	5.	What are your small and mid-sized customers doing to survive during the economic downturn? Please check all that apply.


	6.	Which actions most helped your small and mid-sized customers survive the economic downtown over the past year? Please rank each item.





Partners Continue Cost Reduction Assistance in 2010,


Increased Emphasis on Partners for Tailored Support





Partner Recommendations Key to 1st Server Software & OS Upgrades





Question:	7.	Which of the following best characterizes your changing role with your customers in 2010? Please select only one answer.


	11.	Among customers who purchased their first server software through you or who migrated from an older server operating system in 2009, what were the top three reasons they did so? Please check three.	








Server Virtualization Continues as Top Cost Saving Technology, 


Server Virtualization and CRM Viewed as Best Investment for Growth





Question:	9.	Which of the following do you see as the best cost-saving technology? Please select only one answer.


	10.	What do you see as the best technical investment for business growth given the current economic situation? Please select only one answer.





Partners Estimate 15% of SMB Customers Use Server Virtualization





Majority of SMBs Expected to Increase Server Virtualization Use in 2010





Question:	12.	What percentage of your small and mid-size business customer base is currently using server virtualization?


	13.	Do you anticipate the use of server virtualization will increase or decrease in 2010 for small and mid-size businesses?


	14.	What percentage increase/decrease do you estimate would take place in 2010?








Reduced Hardware Purchases Drive Increased Virtualization Use





Cash Flow is the Top Concern for SMBs





Question:	15.	Why do you say that the need for server virtualization will increase/decrease in 2010? Please include what specific factors will likely contribute to the need to increase/decrease server virtualization in small and mid-size businesses. Please select one.


	8.	What is keeping your customers up at night the most? Please select only one answer.





Windows 7 Availability Boosts New Server Deployments





Question:	16.	Do you anticipate the availability of Windows 7 will result in an increase or decrease in new server deployments in 2010 for small and mid-size businesses?


	17.	What percentage increase/decrease do you estimate would take place in 2010?








Use of SaaS/Hosted Applications Up and Forecasted to Continue





Question:	18.	What percentage of your customer base is using SaaS/hosted applications today?


	19.	What percentage do you expect will be using SaaS/hosted applications by the end of 2010?








Remote Workers Expected to Increase in 2010





Question:	24.	Do you anticipate your small and mid-size business customers will increase or decrease the number of remote workers in 2010?


	25.	What percentage increase/decrease do you estimate would take place in 2010?








Top Mobile Solutions for 2010:


MS Exchange, Small Business Server Platform and Windows 7 








Question:	27.	Which of the following products do you see growing as a result of small and mid-size businesses investing in mobile or remote workers? Please check all that apply.





Windows 7 Use among SMBs Forecasted to Double by Year End





Increased Performance and Reliability are Top Windows 7 Benefits





Question:	8.	Which of the following best characterizes your changing role with your customers in 2009? Please select only one answer.





Question:	28.	What percentage of your small and mid-sized customers have tested or deployed Windows 7?


	29. 	What percentage of your small and midsize business customers do you expect to have deployed Windows 7 by the end of 2010?


	30.	What are the top three benefits for small and mid-size businesses deploying Windows 7?








Microsoft Technologies Critical to SMB Cost Savings & Growth





Question:	33.	Which vendor offers the best cost-saving technologies/services for small/mid-size customers? Please select only one answer.


	34.	Which vendor offers the best technologies/services for business growth for small and mid-size customers given the current economic situation? Please select only one answer.





24% of SMBs to Adopt Office 2010 by End of Year





Question:	23. 	What percentage of your small and midsize business customers do you expect to be using the Microsoft Office suite at the end of 2010? (Question does not need to total 100%)	


		








Firmographics





Question:	1. 	What percentage of your customers are: Small businesses (0-24 PCs), Mid-Size businesses (25-249 PCs) or Corporate (>250 PCs). (Question to total 100%)


	42.	Please identify the country in which you work.	


		








At a Regional Level, More than 50% Expect Higher Purchases from Small and Mid-Size Business Customers in 2010








Question:	2. 	When thinking about your small and mid-size business customers do you expect 2010 IT purchase levels to  be...? (Higher/Lower/Same)





	


		








Mixed Results across Countries for Changing Role among Customers





Question:	7. 	Which of the following best characterizes your changing role with your customers in 2010? Please select only one answer.





	


		








Cash Flow Top Issue for North America and U.K. SMBs, While Brazil SMBs Show Concern over Business Growth, Keeping IT Systems Running








Question:	8. 	What is keeping your customers up at night the most? Please select only one answer.





	


		








SaaS and Server Virtualization are Top Cost-Saving Technologies across Geographies





Question:	9.	Which of the following do you see as the best cost-saving technology? Please select only one answer.





	


		








Server Virtualization Considered Best Investment for Growth in Current Economic Climate; India Considers SaaS the Top Investment for Growth








Question:	10. 	What do you see as the best technical investment for business growth  given the current economic situation? Please select only one answer.





	


		








At a Regional Level Over 70% Will Increase Number of Remote Workers








U.S., Brazil and India to Expand Role of Remote Worker 





Question:	24.	Do you anticipate your small and mid-size business customers will increase or decrease the number of remote workers in 2010?


	26. 	Do you anticipate your small and mid-size business customers will expand or reduce the role/job function of remote workers in 2010? By expanding/reducing the role/job function of remote workers we are referring to remote workers having to assume more job-related responsibilities.


	


	


		








Microsoft Top Cost-Saving Technology across Regions





Question:	33. 	Which vendor offers the best cost-saving technologies/services for small and mid-size customers? Please select only one answer.











	


	


		








Microsoft Best Investment for Business Growth across Regions





Question:	34. 	Which vendor offers the best technologies/services for business growth for small and mid-size customers given the current economic situation? Please select only one answer.
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