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Small businesses are commonly described as the lifeblood of the U.S. economy. This is not
hyperbole as SMBs account for the vast majority of the nation’s business entities, while
serving as a key driver of job growth and innovation. Success as a small business owner means
overcoming challenges on many fronts, but also embracing new opportunities in technology
and business. CompTIA’s latest research explores the business relevance of technology to
SMBs and the factors affecting their perceptions, decisions, and investments in established
and emerging technologies. We also explore the professional services industry, taking a look at
their decision to offer technology to their own customers.

KEY POINTS

SMBs place a high priority on technology

Roughly two thirds (64%) of SMBs indicate technology is a
primary factor in pursuing their business objectives,
including 73% of companies in the medium category of 99-
249 employees. Top SMB priorities for the year ahead —
implementing new systems and processes, identifying new
customer segments and markets, renewing existing
customer accounts, innovation, and launching new products
and services. Thirty-five percent of companies also prioritize
hiring skilled workers to help them drive technology
initiatives into the future.

Hardware still a priority among SMB buyers

In the last two years, 36% of respondents said that their
tech purchases are best characterized as focusing on core
infrastructure. This means devices such as laptops,
desktops, mobile phones, servers, as well as networking
equipment, security software, storage etc. Despite the fact
that many workloads — think storage, for example — have
moved into the the cloud, companies nonetheless require
the basic hardware and workstation devices that enable
their employees to do their jobs every day.

Professional services firms getting into tech business

Across the SMB landscape, professional services firms in the
worlds of accounting, law and marketing have been getting into
the tech game. CompTIA found that 52% of these firms are
offering some technology services to their customers. Three in
10 are not doing so, but considering it. More noteworthy, nearly
half of respondents (45%) said revenue from tech-related
activities and services is growing faster than the rest of the
business, while another 43% said the pace comparatively is
about the same.

$186 nvillion

IDC’s estimate of U.S.
SMB spending* on IT
products and services.

Gartner estimates
SMBs account for 40%
of global IT spending.

*Annual spending using IDC’s definition of SMB, 1-999 employees
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SETTING THE STAGE: SMB MARKET OVERVIEW

Using the Small Business Administration (SBA) definition of
small business — those with 1 to 500 employees, there are
approximately 6 million U.S. businesses meeting this criteria.
Additionally, there are another 24 million sole proprietors,
many of which could be characterized as home-based
businesses. In totally, SBA reports 30 million small
businesses, of which 80.5% are sole proprietorships. Given
the breadth of this market, not surprisingly, the majority of
Americans work for a small or medium-size business or are
self-employed.

The market follows a classic pyramid shape with a
substantial base of micro businesses (the vast majority of
business entities at the base, and a very narrow peak of
large enterprises, accounting for less than 1% of the total.)
Analysis of industry sectors reveals the top four verticals to
be healthcare, professional services such as accounting,
retail, and construction across business establishments in
the SMB space. IDC forecasts total IT spending by SMBs to
be nearly $602 billion in 2018, an increase of 4.9% over
2017.

Other characteristics of the SMB market to keep in mind:

High rates of churn in the SMB space

Smalls businesses are a primary source of job creation,
however, small businesses also fail at high rates — only about
half of startups survive five years. With 10%-12% annual
turnover, SMBs also destroy a lot of jobs.

Small business has global impact

According to ITA, a total of 294,834 companies exported
goods from the United States in 2015. Of these, 287,835, or
97.6%, were small firms; they generated 32.9% of the
United States’ $1.3 trillion in total exports.

Small businesses aren’t just staying in their lane

The explosion of cloud-based computing and tech-savvy
among non-tech workers has seen a number of SMB
organizations add to their bottom line with a side gig in tech
sales. Consider that 52% of professional services SMBs
(accountants, lawyers, marketers) said they offered
technology services to customers in the last year. This report

Since the end of the Great Recession,
small businesses have created 62
percent of all net-new private-sector

jobs — BLS data

*this includes firms with up to 499 employees

Copyright (c) 2019 CompTIA Properties, LLC, All Rights Reserved | CompTIA.org | research@comptia.org

TOP BUSINESS PRIORITIES IN THE YEAR AHEAD

Implementing new systems or work

processes to enhance efficiencies 41%
Identifying new customers / new
markets 38%
Innovation / putting new ideas into
: 37%
practice
Renewing new customer
accounts/new markets 37%
Successfully launching new
. 36%
products or services
Hiring skilled workers to drive
35%

strategic goals

Diversifying revenue / growing new

product lines 26%
Executing a new branding or
marketing campaign 26%
Defending against new competitive
threats 24%
Managing regulato
ging reg ry 23%

complexity/uncertainty

takes a deep dive into professional services space and its
flirtation-turned-relationship with the technology business.

Before we talk tech, we need to discuss general business
priorities. For most SMBs, these almost always start with the
customer. Losing market share or failing to build a pipeline of
new prospects is never a viable formula for long-term success.
Among CEOs or presidents of SMB companies, identifying new
customer segments and new markets held greatest importance
as a business priority. Forty-five percent of that group cited it as
a top priority. And it's not just new customer acquisition.
Another nearly 4 in 10 of total respondents also acknowledge
how critical it is to cater to existing customers, placing emphasis
on renewing accounts on a regular basis. Existing customers are
also prime targets for new products and services.

Underlying all priorities is a focus on process and efficiency,
whether that involves implementing brand-new systems or
streamlining and finetuning what is already in place. Process
efficiency impacts all aspects of a business, from customer
touchpoints and interactions, to staff productivity, to cost and
revenue performance. Not surprisingly, this objective is the top
priority for IT staff (48%), who are most likely take on the task.
Fitting in with efficiency, SMBs also value innovation, new
product launches and hiring skilled workers.
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TECH IN THE SMB WORKPLACE

Despite their size, small to medium-sized businesses are often
just as reliant on and engaged with technology as their
enterprise brethren. And while compared with larger firms,
SMB organizations obviously have different budgets, staffing
and skills issues, and other considerations, the majority of
them deploy technology as a strategic tool for reaching their
business goals. This is critical given that SMB firms comprise
the vast majority of all businesses in the U.S. economy and as
such are the typical customer for many technology vendors
and solution providers. How they spend, why they spend and
what they spend on are critical to understand.

How important is technology to the SMB ecosystem? Very.
Nearly two thirds (64%) of respondents said that technology —
from computing devices, software, Web sites, e-commerce
platforms and operational tools — is a primary factor in
reaching their business objectives. Three in 10 consider

technology a secondary factor in helping to meet those goals,
while just 6% describe technology as a non-factor. Not

surprisingly, medium-sized organizations placed the most
weight on technology as a strategic tool, with 73%
characterizing it as a primary factor in meeting overall
objectives. By virtue of size, this segment of SMB
organizations is more likely to be dealing with greater
operational and process complexity, larger staffs and
customer bases, a more far-reaching geographic footprint and
other factors that the application of technology can help
facilitate and make more efficient.

That said, even among the smallest of SMBs, those micro-sized

SMB Self-Assessment of Tech Capabilities

Excel in this area
m Generally proficient, but room forimprovement

Lots of room for improvement

56% 56%
50%
29%
26%
22% 22% 21%
18%
Vision and Execution and Ongoing operations
strategy implementation / maintaining

reliability

TECHNOLOGY AREAS NEEDING MOST WORK

Figuringhow to integrate

apps/data/platforms etc. el
Effectively managing/usingdata 35%
Cyber/data security | 35%
More ROI from tech investment | 31%
Modernizing aging equipment | 31%
Hiring skilled workers for new tech | 30%

Next-gen customer engagement 28%
Managing complex environments | 25%
Deciding among many tech choices | 24%
E-commerce/mobile commerce | 23%

firms of fewer than 20 employees, technology is also essential
business-goal fuel. More than half (56%) cite technology as a
primary factor in achieving objectives, further proof that the
reach of these tools is not confined to the largest of firms.

And yet, while technology may be essential for today’s SMBs,
it has not gotten easier to understand, use and/or manage.
Just like larger organizations, many small businesses are on
the path toward digitizing their environments, using cloud-
based solutions and services, and increasingly diving into data
analytics to meet customer demand. But for firms strapped
for resources and unlikely to have an IT staff filled with
workers skilled in emerging tech and other cutting-edge tools,
the road to digitization is an uphill battle. Consider the
following backslide in confidence: in 2016, 23% of SMB
respondents to this CompTIA study reported excelling in
technology vision and strategy; two years later, for this
iteration of the study, that number dropped to 18%.

SMBs also report slight drops in proficiency around execution
and ongoing management of technology between 2016 and
2018. It's not that SMBs have gotten less tech-focused or
capable, but the sheer number and type of solutions has
grown in such size and complexity that many firms are taking
two steps forward and one back as they navigate these new
learning curves.
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SMB TECHNOLOGY BUDGET TRENDS

Technology is clearly a priority for many SMB companies,
particularly as a way to meet many of their business goals.
Yet adopting and applying technology requires resources
that for many smaller firms can stretch an already tight
budget. Of course, how much a business spends on IT is not
a universal formula and depends heavily on a number of
factors. Consider a few of the following:

* How essential is IT to operations? Depending on the
type of vertical industry your company is in, the number
of staff employed, and nature of the work done, the
degree to which IT is front and center to everyday
operations could vary widely.

* Are you in growth mode? If your company is expanding
rapidly, getting into new markets, adding staff and/or
new facilities, then it’s likely that technology, especially
some of the newer, emerging solutions, will play a more
strategic role in your plans than a company that is not in
growth mode.

* Are you working with an outside provider? Companies
that use an outside technology firm such as a managed
services provider to help tend to their IT environments
and purchasing needs will have different budgeting
considerations than organizations that do everything in-
house.

* What's your level of risk tolerance? Many small
companies are risk averse when it comes to taking out
lines of credit or otherwise borrowing money. But for
many small businesses to invest in new technologies and
fuel growth, third-party financing is often a necessity.

Regardless of how SMBs answer the questions above, many
respondents feel their organizations could be spending
more on technology. Nearly 4 in 10 respondents
characterized their firm’s allocation of budget to technology

SMB Satisfaction with Company Use of Technology

W Mostly dissatisfied
B Somewhat satisfied/dissatisfied
Mostly satisfied
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SMB Assessment of Their Annual IT Spending

Much too low 13%
44%
39% 5% | Much too high
17%
ITspendtoo ITspend ITspendtoo
low about right high

Unexpected Tech Windfall? What Would You do?

1. Invest in innovation/cutting-edge technology [30%)]

2. Upgrade staff computers, mobile phones etc. [23%]

3. Upgrades to web sites, e-commerce apps, mobile
apps [20%]

4. Upgrades to communications, video conferencing,
collaboration tools [16%)]

5. Hire more tech staff [17%]

spending as “too low.” Ironically, twice as many business-
oriented workers (15%) than their IT-focused colleagues (7%)
said tech spending is too low at their organizations. It’s hard to
say why this is the case, though because IT staff may be more
responsible for the technology purchasing decisions, they might
be less inclined to say it is lacking in scope. On the other hand,
business staff, including sales and marketing reps, might be
lamenting the lack of updated devices or tools for their personal
use, which is often a perennial source of friction within any
organization, small or large. 1l FURTHER READING

Six in 10 respondents are mostly satisfied with their company’s
use of technology, which is on par with sentiment expressed in
2016. Yet they still have a wish list of items they would fund if
budget allowed. Their priorities point to the growing complexity
of today’s combination of new and older technologies. As they
embrace a cloud-based world, many SMBs struggle to balance
those newer virtualized workloads and solutions with existing
on-premises equipment. Integration of applications, platforms
and the use, management and security of data are paramount.
The catch? This is often no minor task for organizations that
may lack their own internal IT department or worker. It's a
problem often only solved by investment and added resources.
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SMB TECH PURCHASES & SPENDING PRIORITIES

What are SMBs spending their tech budgets on? Turns out it is a
fairly balanced mix of the basics along with more nuanced
solutions that pertain to the organization’s particular industry.
And there’s one ticket item not to be overlooked: Hardware.

In the last two years, 36% of respondents said that their tech
purchases are best characterized as focusing on core
infrastructure. This means devices such as laptops, desktops,
mobile phones, servers, as well as networking equipment,
security software, storage etc. Despite the fact that many
workloads — think storage, for example — have moved into the
the cloud, companies nonetheless require the basic hardware
and workstation devices that enable their employees to do their
jobs every day. The prevalence of core infrastructure buying was
similar across the entire SMB sizing landscape, from micro-firms
to medium-sized. Looking ahead to the future, a recent research
study by IT social network and community Spiceworks found that
many firms with fewer than 100 employees have increased their
investments in hardware for this year. It will grow from 31% of IT
budget allocation in 2018 up to 42% in 2019. This correlates to
CompTIA’s study, which found a strong desire among
respondents for new or upgraded hardware devices when asked
specifically about their tech “wish list” items. It could be that
smaller companies have been holding onto equipment longer
than the conventional three-year upgrade cycle, and are now
reaching a point where users are clamoring for some new gear.

Right up there with infrastructure, however, is spending on
industry- or sector-specific purchases, typically applications and
other software. Thirty-one percent of respondents said their
company has been spending in this solutions area. Consider
software such as a billing applications specific to law practices,
electronic medical records software for a doctor’s office, or the
myriad options for accounting and/or tax-preparation types of
tools. Later in this report, we will dig deeper into some of the
specific tech-buying habits of professional services firms such as
accountants, lawyers and marketing agencies.

Further illuminating the fact that many SMBs have their feet in

Wish List Spending: What Should Tech Support?

Make organization more productive (59%)
Increase revenue (49%)

Make me personally more productive (44%)
Cut costs across organization (41%)
Automate more tasks/processes (40%)
Foster innovation (32%)

Competitive differentiator (29%)
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Type of Tech Spending That Should Be Priority Today

% ranking item their #1 priority

Customer experience | 23%
Worker prod uctivity | 16%
Vertical industry sector | 17%
Core infrastructure | 14%
Operations/process | 6%

both the older, horizontal world of infrastructure technology
and newer vertical industry solutions, 30% of respondents
said their tech spending over the last two years has focused
on both areas. This rings true across SMB companies in all size

categories.

In terms of pure dollar-amount spending on technology,
budgets clearly vary depending in great part to the size of
company size, along with other factors iterated earlier in this
report. But breaking it down, the typical range of annual tech
spending falls somewhere between somewhere less than
$5,000 up to $249,000, with a sharp drop-off after that in the
number of SMBs that spend more than that per year. Not
surprisingly, micro-sized firms comprise those companies
spending at the lower end of the range and medium-sized
firms with upwards of 249 employees accounting for the
larger outlay. Generally speaking though, a sweet spot for the
entire SMB ecosystem is somewhere between $10,000 and
$49,000 of spend per year.

In terms of total revenue, how much is the average SMB
organization spending on technology? According to research
conducted by Alinean, SMBs spend an average of 7% of total
revenue on technology in a given year. Based on this year’s
CompTIA research, top priorities for that money focus largely
on three areas: the evolving customer experience, worker and
organizational productivity, and vertical industry sector
initiatives.

Attention to customer experience, a much-hyped concept
that nonetheless is an evolving imperative in today’s
marketplace, cuts across SMBs of all sizes. As companies go
through their digital transformation, it’s important that their
end customers are included in that migration. So SMBs
moving their internal business assets to the cloud should at
the same time be considering how they interact digitally
across multiple platforms/tools with external customers.
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SMB PURCHASING CHANNELS

Choices are myriad when it comes to technology purchasing
sources, especially in today’s cloud-based world where, for
example, many applications are as simple as a credit-card
entry and click away from being deployed across any sized
company or department on the planet.

For SMBs, those options mainly fit into four buckets:
vendor/manufacturer, online retailer, local retailer, third-
party technology reseller. The majority (58%) buy technology
directly from the vendor or manufacturer. This could be
direct-ordering a hardware upgrade or, as mentioned above,
provisioning a software application online from a vendor’s
own Web site or marketplace. Far more of the largest SMBs
(between 100-249 employees) procured technology directly
from individual vendors than did smaller organizations in the
ecosystem. Sixty-seven percent of these medium-sized firms
used vendors compared with 57% of small- and 51% of
micro-sized organizations. This isn’t surprising given that the
larger firms, even in this SMB category, tend to maintain
internal IT departments and procurement processes that
often involve partnering directly with manufacturers,

particularly when it comes to the conventional hardware
upgrade process.

SMBs do spread the wealth around. The data indicates that
these organizations will allocate their tech spending pretty
evenly across four primary purchase channels: local retailers
(26%), online-focused retailers (26%), direct from vendors
(28%), and resellers or technology partners (20%). This
spending breakdown mirrors closely to how SMBs distributed
their technology dollars in 2016, the last time CompTIA
conducted a study of this ecosystem.

This makes clear that SMB companies don’t put all their eggs

Incidence of Using a Managed Services Provider

53%

34%

10%

No, and no
consideration

Yes, we currently No, but it's
use a managed IT something we have
services provider considered
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in one basket when sourcing technology. Most likely, they
conduct due diligence in the buying process by researching
prospective providers across their products and services
offerings, pricing, delivery models, reputation for ongoing
management and customer service and other factors that every
day consumers are used to doing in their own lives. It's a Yelp
world.

IT Purchase Channels Used in Last Year

Direct from tech companies (e.g. Dell,
Microsoft, etc.)

Online-focused retailer (e.g. Amazon,
CDW, etc.)

Local technology retailer (e.g. Best Buy,
Office Depot, etc.)

Purchased through a Reseller, tech 0

consultant, solution provider etc.
Half of SMBs said they have worked with a third-party
reseller/solution provider either frequently or somewhat
regularly in the past year. Another 31% said they do so
occasionally. In some cases, that could be an arrangement
where the provider is catering to 100% of that SMB’s tech
needs; in others, they are offering a single service. Or the SMB
customer is simply doing a transaction with the provider for a
piece of hardware or software. Just 16% of SMBs say they rarely
work with this kind of firm, so while total dollar allocation might
not be as high as it is on tech spending with vendors or online

retailers, third parties such as managed services providers still
appeal to the SMB set.

Speaking of online retailers, there is no denying the “Amazon-
ification” of purchasing stuff. For SMBs, this route is particularly
attractive as it eliminates lots of steps and red tape. Expect this
sourcing mechanism and other online marketplaces to continue
to attract SMB attention in the year ahead.

1y FURTHER READING
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NEXT FRONTIER: SMBs & EMERGING TECH

From Al to drones to internet of things, emerging technology is an
unavoidable topic today — both daunting and exciting for many.
SMBs are no different in their exposure to the raft of new types of
offerings and solutions that are quickly changing the ways we
conduct business in today’s economy. More than half (53%) of
SMBs, regardless of where they are on the adoption curve for
emerging technologies, say this broad category represents a
positive opportunity to innovate, profit and improve productivity.
That viewpoint was most expressed by organizations at the larger
end of SMB spectrum (61%), which is not surprisingly given that
these firms likely have more resources and a devoted internal IT
staff or external providers to have begun experimenting with
more cutting-edge solutions ahead of much smaller entities.

A quarter of respondents (23%) say it’s too early to tell what the
impact of emerging tech will be just yet on their business. This
mirrors findings in CompTIA’s 7th State of the Channel study from
2018, which found that 29% of these technology providers
remained in the experimental phase with emerging tech and that
they were not yet selling to customers. Most of these channel
firms, themselves SMBs, count SMB organizations as their main
customers, which makes the moving in lockstep on emerging tech
adoption make a lot of sense.

Other SMB respondents reveal the trepidation at play with regard
emerging technology, or possibly any new venture. Twelve
percent of respondents were lukewarm in their review, describing
emerging tech as partly positive and partly negative. Even more
foreboding, a full 10% gave a full thumbs down, citing the high
cost of entry for many of these solutions and the potential job-
security perils inherent in automation. The apprehension is
understandable for some. Consider cost of entry, which is no
minor speedbump for most SMB companies, especially those at
the smaller end of small. It’s not just the capital outlay needed to
get into a new product market or solutions space, but the
expenditures needed to retrain and/or newly hire workers with

Emerging Tech Challenges to Adoption

Cost of entry 46%
Need for technical training 44%
Identifying the best... 40%
Difficulty hiring staff with the... 37%
Need for business/sales training 27%

Unknown ROI/business case 24%

Lack of best practices/standards 22%
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Emerging Tech Decision Drivers

Increase

productivity 63%
Customer demand 47%
Increase innovation 42%
Boost sales 42%
Competitive

differentiator 39%

Toavoid

obsolescence 22%

skills in these burgeoning areas. Consider that 16% of
respondents that said their total tech budget for 2019 would
be lower than the year prior characterized emerging tech as a
negative. They clearly see the cost implications.

That being said, SMBs are not living in a vacuum. Whether the
industry is manufacturing, retail, healthcare, professional
services or beyond, most of these smaller firms are looking
ahead at the advancements that will make and/or keep them
competitive. Three in 10 firms are all in, describing their
approach to emerging tech adoption today as ambitious. They
are actively using solutions internally and externally with
customers. The bulk of the sample, 44%, report a cautious
slant toward emerging tech adoption, one involving pilot
projects both internally and with customers. Roughly 2 in 10
haven’t jumped on board yet, but say they are considering,
while just 6% say they have no plans to adopt emerging techs.

By far, the main reason to adopt is to drive productivity.
Nearly two thirds of SMBs cited that as their main decision
driver for emerging tech. Ultimately, they believe these tools
can help them reach their overall top business priority of the
coming year: Implementing new systems and processes to
enhance efficiencies, drive revenue and reduce costs.

Emerging Techs Impacting Business Today
43% loT software (data analytics, monitoring etc.)

41% loT hardware (sensors, etc.)
29% 3D Printing/5G networks (TIE)

Emerging Techs on Radar, but No Impact Yet
44% 5G networks
43% Artificial intelligence
41% loT hardware (sensors, etc.)

Emerging Techs Not on Radar
47% Drones software
46% Drones hardware

45% Augmented reality
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PROFESSIONAL SERVICES FIRMS GET INTO
THE TECHNOLOGY BUSINESS

Think about the technology marketplace today. There are the
usual suspects selling their wares direct or online, major
vendors such as Microsoft, Apple, Amazon and countless
others. There’s also the enormous downstream network of
tech-focused third-party service providers, resellers and
distributors that push a bulk of sales and tech-related
services. But that’s not all. Increasingly today, there are tech-
influencers operating outside the technology industry
altogether. These are firms rooted in a specific vertical
industry that have developed a technology-related practice
as an adjunct to their core business.

In the SMB landscape, this trend has been notable among
professional services firms in the worlds of accounting, law
and marketing. As longtime users of technologies focused on
their industry, these firms have become de facto experts in
certain IT solutions. Savvy practitioners have learned how to
extend this tech expertise to their own customers. In fact,
successfully launching new products and services is the No. 1
business priority for this sector this year, with 67% of
respondents saying technology is a primary factor in reaching
their goals. As a recent blog in Accounting Today, an industry
publication, put it: “The most important thing... to remember
is that technology becomes part of the products you sell. This
is a totally different way of looking at technology in a CPA
firm. In a traditional firm, technology is a tool or piece of
overhead. In today’s ‘new firm,” technology is a component
of what we sell. It becomes part of the product.”

CompTIA’s study, which is confined to professional services
firms with between 1-249 employees, found that 52% of are
offering some technology services to their customers. Three
in 10 are not doing so, but considering it, while 17% have no
plans. Among respondents with an IT-related job role, 65%

Incidence of Professional Services Firms
Offering/Recommending Technology to Customers

m Noplanstooffer
M Not offering, but considering
Yes, currently offer to customers

Copyright (c) 2019 CompTIA Properties, LLC, All Rights Reserved | CompTIA.org | research@comptia.org

Technology compliance audits

General technology advisory

Tech Products/Services Offered to Customers

No plans Considering Currently
to offer offering offering

. 19% 26% 55%
/ consulting

Cybersecurity assessments/

consulting 22% 27% 51%

Website or mobile app

d 16% 34% 50%
evelopment

services / consulting 12% 38% 50%
Softwartle implementation/ 21% 30% 49%
integration
E-commerce, CRM, SEO
17% 33% 49%
related
Selling / reselling of software 30% 37%

say they are actively offering some kind of tech services to
customers. Given their role as the tech mavens at their
respective firms, this finding is not all that surprising. It's likely
that they interface directly with a customer on a tech-related
aspect of service, if needed.

Cloud computing adoption is leading many professional
services firms to dive deeper into technology both internally
and in their interactions with customers. Rather than hew to
the traditional packaged software they have typically used to
prepare a client’s taxes, for example, many CPA firms are
turning to cloud-based applications that allow for greater
interactivity with customers. Among law firms, technology
consulting services are increasingly popular. Consider the work
that many legal firms are offering today in the areas of
compliance audits, which are critical for many industries such
as financial and healthcare sectors. When it comes to
marketing firms expansion into technology-as-business, they
are heavily investing in services that revolve around Web site
development, social media consulting and execution, and e-
commerce. tls FURTHER READING

In the above examples, it's clear that the customer plays a
central role in a professional services firm’s decision to offer
technology services, whether that is a specific product sale or,
more likely, consulting and development work. Half of
respondents cited customer demand as the main driver behind
their tech work, which may reflect a desire by today’s customer
to attain as many services as they can from a single provider.
Other drivers include a desire for new revenue (43%) and for
new partnerships (36%), presumably with tech firms. Notably,
just 14% cited competitive differentiation as a driver, which
could mean that offering tech products and services is no
longer considered unique in this sector, but rather table stakes.
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PROFESSIONAL SERVICES & TECH GROWTH

For those professional services organizations that have taken the
plunge, incorporating technology services as a complementary
piece of their core business portfolio is paying off. It's certainly a
growth area. Nearly half of respondents (45%) said revenue from
tech-related activities and services is growing faster than the rest
of the business, while another 43% said the pace comparatively is
about the same.

Now, it should be noted that the percentage of revenue that tech
sales comprise of total sales for an accountancy or law firm is
likely to be much lower than that coming from core business
streams. But the fast-paced rate is nonetheless notable,
demonstrating the validity of this trend. Customers are pushing
their local CPAs, attorneys, and marketers to be up on the latest
technology, while also looking to the for guidance about how they
can best use technology to further their own businesses. What
might start as a recommendation for a particular cloud-based tax
or financial application could extend to the accountant assisting
with the integration of that application with other tools and
software within their customer’s environment.

Now, for reality. Being able to deliver on technical services that
run outside such core competencies as filing court briefs or
preparing complex tax returns is obviously not something done
overnight — nor inexpensively. This can be especially tricky from a
resources perspective for professional services firms at the SMB
size, which this study is focused on. To be sure, many smaller
professional services organizations gain confidence with
technology as they use it. Over time, a level of technical expertise
with the tools of the trade develop within these organizations and
especially among specific members of staff. But to turn these
skills into a business practice offered to customers, requires much

Revenue From Tech Products/Services Sold

Contributing Growing
at ABOUT FASTER
THE SAME than rest of

RATE business
43%
12%
Growing SLOWER than

rest of business
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Steps Taken to Sell Tech Products/Services

Retrained existing staff to

handle tech-related services 40%
Developed new sales and
pe 35%
marketing approaches
Hired an outside party to
pary 34%

help reorient to tech services

Hired new staff dedicated to
tech-related services

33%

Accessed credit to launch a
tech-related services bus.

28%

more formality, process and accountability. One place to begin:
training. Four in 10 respondents said adding a tech practice to
their existing business compelled them to retrain existing staff
to handle these new areas. A third decided to hire new
employees dedicated to tech-related services. It's most likely
that many firms undertook a combination of both retraining
and new hiring to meet demand. Another third sought the
expertise of a third party to help the company reorient around

a tech focus.

Third parties play an important role in this story too. Often,
deciding to offer or recommend tech products and/or services
to your clients entails working with a tech vendor of hardware,
software or cloud-based solutions. Four in 10 respondents have
formalized such partnerships in the last year, while 36% have
not yet joined forces, but are considering doing so. By aligning
with a vendor, professional services firms gain access to some
of the benefits and resources that vendor has in its partner
program, which help the sales and marketing process, among
other things. But for SMBs, there can be cost of doing business
that is prohibitive, as well as requirements in terms of sales
quotas etc. that are not reasonable given the scale of tech-
related business the particular CPA or law firm is even doing.
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RESEARCH METHODOLOGY

This quantitative study consisted of an online survey
fielded to small and medium business executives and
professionals during November 2018. A total of 650 small
and medium businesses based in the United States
participated in the survey, yielding an overall margin of
sampling error proxy at 95% confidence of +/- 3.8
percentage points. Sampling error is larger for subgroups of
the data.

As with any survey, sampling error is only one source of
possible error. While non-sampling error cannot be
accurately calculated, precautionary steps were taken in all
phases of the survey design, collection and processing of
the data to minimize its influence.

CompTIA is responsible for all content and analysis. Any
questions regarding the study should be directed to
CompTIA Research and Market Intelligence staff at
research@comptia.org.

CompTIA is a member of the market research industry’s
Insights Association and adheres to its internationally
respected Code of Standards & Ethics.

ABOUT COMPTIA

The Computing Technology Industry Association
(CompTIA) is a non-profit trade association serving as the
voice of the information technology industry.

With approximately 2,000 member companies, 3,000
academic and training partners, 80,000 registered users
and more than two million IT certifications issued,
CompTIA is dedicated to advancing industry growth
through educational programs, market research,
networking events, professional certifications and public
policy advocacy.
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USEFUL RESOURCES

RESEARCH

CompTIA publishes 20+ studies per

year, adding to an archive of more than

100 research reports, briefs, case l
studies, ecosystems, and more. Much

of this content includes segmentations

or analysis by company size, providing

insights on the small business market.

CompTIA Research Library

EDUCATION & CHANNEL TRAINING

CompTIA has an extensive catalog of o . .
Quick Start Sessions, Executive Certificate i‘n"‘-
Programs, Playbook Workshops, and L. )
Vender & Distributor Education. Many
aspects of the training focus on sales and
solutions for the SMB market.

s

CompTIA Training Catalog

COMMUNITIES

CompTIA member communities are
forums for sharing best practices,
collaborative problem solving, and
mentoring. Discussions frequently
revolve around the SMB market.

CompTIA Communities
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APPENDIX |

Role in Setting/Influencing Tech Strategies, Budgets, etc.

Job Role

78% CEO

&3 IT Role

o m Business Role
b
2%

18%
a %

Very Involved Somewhat Involved Not That Involved

CompTIA

Role in Purchasing Technology or Working with Vendors
or Providers of Technology Products or Services

Job Role
78% CEO
s IT Role
m Business Role
52%
41%
25%

18% 7%

4% 4%

|
Very Involved Somewhat Involved Not That Involved
ComgTIA Sourc Role: CEQ =234, T n=126, Business n=287

Role in the Hands-On Management of Technology

Job Role
69%  68% CEO
ITRole

m Business Role
45%
39%

24%

% 15%
3%

Very Involved Somewhat Involved Not That Involved

ComgTIA Sutce:CompTI'Tch Bping TrendsTotl n-= 650, Rl O =234 n=126, usiness 23

Involvement in Various Areas of Technology By Job Role

CEO mITRole mBusiness Role

78% 78%
T 71% 6%  68%

9% g28

39%

Setting or influencing Purchasing technology or Hands-on management of
technology-related strategies, working with vendors or providers technology, such as networks or
budgets, etc. of technology products or services firewalls

ComgTIA ource: CompTIA' Tech Buying Trends|Total n = 650; Role: CEO n=234, IT n=126, Business =28

Involvement in Various Areas of Technology By Workers
in Professional Services Industry

Very Involved = Somewhat Involved m Not That Involved

62%

56% 57%

35%
30% 33%

%
Setting or influencing Purchasing technology or Hands-on management of
technology-related strategies, working with vendors or providers technology, such as networks or
budgets, etc. of technology products or services firewalls

ComgTIA Source: CompTIA's Tech Buying Trends| Total n = 650; Vertical: Professional Services n=2

Top Strategic Business Priorities to Pursue in Next 12 Months

Implementing new systems or work processes to enhance...
Identifying new customer segments / new markets
Innovation / cultivating new ideas and putting them into practice
Renewing / maintaining key customer accounts
Successfully launching new products or services
Hiring skilled workers to drive strategic goals
Diversifying revenue by growing new product lines
Executing a new branding or marketing campaign
Defending business against new competitive threats

Managing regulatory complexity / uncertainty

ComgTIA Source: ComgTIA's Tech Buing Trends  Totaln = 65

Copyright (c) 2019 CompTIA Properties, LLC, All Rights Reserved | CompTIA.org | research@comptia.org

CompTlA




APPENDIX Il

Degree Technology is Helping Reach Strategic Business Goals

m A Primary Factor w A Secondary Factor ® A Non-Factor

£ £ >

Micro (2-19) Small (20-99) Medium (100-249)

ComgTIA Tech Bying ; pioy

Self-Assessment of Performance in Use of Technology

m Area Where we Excel  m Generally Proficient, Some Room for Improvement  m Lots of Room for Improvement

26%
22%
21%

Vision and strategy Execution and implementation On-going operations / maintaining

ComgTIA Source: CompTIA's Tech Buying Trends| Total n = 650

Technology Areas Where More Improvement is Needed

m Total m Professional Services Industry

Integrating different applications, data sources, platforms, devices _—
Cybersecurity / data security _—
Effectively managing and using data _—
Modernizing aging equipment or software _—
Getting more RO or \bang forthe buck\" from technology investments" _—
Hiring/employing workers with skills needed to work with newer technologies _—
Next-gen customer engagement or management _-
Managing increasingly complex technology _—
Understanding or deciding among the extensive choices available _—
E-commerce or mobile-commerce _-

ComgTIA Tech Buying

Perception of Company’s Allocation to Tech Needs

TOO LOW (NET) About Right

= Total

u Professional Services Industry

TOO HIGH (NET)

CompTIA Source: CompTIA's Tech Buying Trends| Totaln = 650; Vertica: Professional Services n=203.

Comparing 2018’s Tech Budget to 2017’s Tech Budget
w Total m Professional Services Industry
LOWER (NET) About the Same HIGHER (NET)
ComgTIA ‘Source: CompTIA's Tech Buying Trends| Total n = 650; Vertical: Professional Services n=203

Preferences for Tech Spending if Budget Increased

Investing in more innovation / cutting edge technology, software,
etc.

Upgrades to staff computers, mobile phones, printers etc.

Upgrades to websites, e-commerce, mobile apps, etc.

Upgrades to communications, videoconferencing, collaboration
tools etc.

Hiring more tech staff

ComgTIA Source: CompTIA's Tech Buying Trends| Total n = 650
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APPENDIX Il

Rating Overall Satisfaction with Firm’s Current Technology

Breakdown of Firms’ Tech Purchases Over Past Two Years

Total Primarily core infrastructure purchases
= (i.e. devices, storage, networking gear
Professional Services etc.)
59% Indust
ndustry u Primarily industry sector-specific
purchases (i.e. billing applications specific
to legal practices, electronic medical
34%
29% Combination of both 36%
30%
7% a%
Completely/Mostly Satisfied  Neither Satisfied Nor Dissatisfied Completely/Mostly Dissatisfied
ComgTIA o Buying Trends [ Tot: P ComgTIA ! R

Choices for Top Tech Spending Priorities for the Next Year

H Rank Rank Rank
1 2 3
16%
16% : 3 23%
e
18%
15% 17% 18% 18% 15%
16% 14% 17% A 15% 17%
Industry sector Innovation Worker Operations Core Customer
initiatives productivity infrastructure experience
ComgTIA

Source: CompTIA's Tech Buying Trends

taln = 651

Emerging Technologies and the Impact on Business

Impacting Our Business Today On our Radar, but no Impact Yet  m Not on our Radar Yet

459
- 42 B .o b 1% 81% 15
1%
26%
22% 2%
16% 17%)

Blockchain Artificial

Virtual reality Augmented Internet of Internet of
intelligence, reality Things Things
Machine learning (hardware) (software)
ComgTIA

Emerging Technologies and the Impact on Business

Impacting Our Business Today = On our Radar, but no Impact Yet ®m Not on our Radar Yet

46% 47%

43% 44%

40%
36% 35%
32%
31%
29% 29%
23% = 2% 2%

Drones Drones 3D printing Biometrics Robotics 5G

(hardware) (software)

ComgTIA

28%|

Current Involvement with Emerging Technologies

Cautious, but moving ahead: piloting internally with
some staff members and/or some customers

u Ambitious, diving right in: using across the
organization and/or externally to customers

Not involved yet, but considering for future 44%

19%

No plans to adopt at this time

6%

CompTIA
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APPENDIX IV

Drivers for Using/ Experimenting with Emerging Tech

Increase productivity
Customer demand
Increase innovation

Boost sales

Competitive
differentiator

To avoid obsolescence

ComgTIA Source: CompTIA' Tech Buying Trends|Totaln = 650

Challenges in Using/Experimenting with Emerging Tech

Cost of entry

Need for technical training

Identifying the best vendors/suppliers
to work with
Difficulty hiring staff with the right
skills

Need for business/sales training
Unknown ROI/business case

Lack of best practices/standards

ComgTIA Source: CompTIA'sTech Buying Trends|Total n = 650

Technology Purchase Channels Used in the Last Year
u Total u Professional Services Industry
Direct from tech companies (e.g. Dell, Microsoft,
Salesforce.com, Dropbox, Apple, etc.)
Online-focused retailer (e.g. Amazon, CDW, TigerDirect,
etc.)

Local technology retailer (e.g. Best Buy, Office Depot,
Target, AT&T store, etc.)

Purchased through a Reseller/VAR, tech consultant,
solution provider etc.

ComgTIA Tech Buying ) Vertical

Use of Outside Tech Firms at Company in a Typical Year

u Total u Professional Services Industry

Rarely or Occasionally Outsource Regularly or Frequently Outsource

ComgTIA STIA's Tech Buying

Tech Services/Projects Outsourced to a Third Party

Repair or troubleshooting computer, network or related IT...
General IT consulting / advisory / strategy services
Web design or e-commerce related
Cybersecurity related
Deployment, installation or integration of IT or software
Telecom, communications, A/V related
Procurement of hardware or software
Cloud computing initiative
Mobile app development / mobility initiative
Workflow or business process automation initiative
Analytics / business intelligence
Emerging tech initiative

None of the above - tech needs handled in-house

ComgTIA Source: CompTIA' Tech Buying Trends| Totaln = 650

Incidence of Using a Managed Services Provider
Number of Employees
uTotal m Micro 2-19) mSmall (20-99) Medium (100-249)

63%
58%
ERd 30%
=

Yes, we currently use amanaged  No, but it's something we have No, and no consideration
IT services provider considered

CompTIA

s Tech Buying 3 ol
icro (2:19) =227, Small (20-99) =260, Medium (100-249) n=163
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APPENDIX V

Incidence of Offering Tech Products/Services to Customers
Yes, we currently offer technology-related
services to our customers

= No, but it's something we are considering 52%

No, and no consideration at this point

ComgTIA

Types of Tech Products/Services Offered to Customers

Yes, involved m Not involved yet, but considering m No, and no plans to be involved

Technology compliance audits / consulting 55% 26%
Cybersecurity assessments / consulting 51% 27%
Website or mobile app development 50% 34%
General technology advisory services / 50% 38%

consulting .
Software implementation / integration 49% 30%
E-commerce, CRM, SEO related 49% 33%

Selling / reselling of software 33% 37% 30%

ComgTIA Source: CompTIAs Tech Buying Trends Employees of Accountin, Legal, Marketi

Incidence of Partnering with Tech Vendors/Providers

Yes, we formally partner

= No, but we are considering it for the future

No, and have no plans to do so a2%
1
Don't know %
4%
CompTIA Source: CompTIA's Tech Buying Trends| Employees of Accounting, Legal, Marketing or Consulting firms: n=252

Drivers for Offering Tech Products/Services to Customers

Customer demand/need 50%
New revenue opportunity 43%

New partnership opportunity 36%

Technology vendors pushing us in

this direction 2%

Competitive differentiator 14%

ComgTIA saur

Revenue Contribution of Tech Products/Services Sold

Among Professional Services firms

Growing
FASTER than
the rest of our

business

Contributing
at ABOUT THE
SAME RATE
43%

Growing
SLOWER than
the rest of our
business

CompTIA

Steps Taken to Sell Tech Products/Services to Customers

Retrained existing staff to handle
technology-related services

40%

Developed new sales and marketing

35%
approaches
Hired an outside party/consultant to -
help us reorient part of the...
Hired new staff dedicated to
33%

technology-related services

Accessed credit to launch a

technology-related services business i

ComgTIA Source: ComgTIA' Tech Buy
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APPENDIX VI

Top Strategic Business Priorities to Pursue in Next 12 Months
w Professional Services Industry
Successfully launching new products or services
Implementing new systems or work processes to enhance...
Identifying new customer segments / new markets
Innovation / cultivating new ideas and putting them into practice
Renewing / maintaining key customer accounts
Hiring skilled workers to drive strategic goals
Defending business against new competitive threats
Diversifying revenue by growing new product lines

Executing a new branding or marketing campaign

Managing regulatory complexity / uncertainty

CompTIA Source: CompTIA's Tech uying Trends| Total n - 60; Vertial: Professiona Services 203

Degree Technology is Helping Reach Strategic Business Goals

Specific to the Professional Services Industry

= Technology is generally a primary factor
m Technology is generally a secondary factor

= Technology is generally a non-factor

CompTA Tech Buying Vertical:
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