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Survey Overview & Objectives

This U.S. research program was conducted for Qwest among senior business executives and senior IT
executives to explore the following hypotheses:

>

Centrally managing critical business applications and providing 24x7 access to these
applications allows businesses to achieve near-term cost savings, enjoy enhanced performance
and deploy additional functions/applications to their users and customers.

Data, voice and network services can be leveraged to drive innovation within the organization

Companies that continue to invest in data, voice and network services during slow economic
times will gain important benefits and maintain a competitive advantage.

Qwest offers a comprehensive portfolio of data and voice networking communications solutions to
enterprises, government agencies and educational institutions. In this study we sought business and IT
executives’ opinions on their own data and voice networking environment’s effectiveness, and the ways
in which their companies are using or seek to use data, voice and network services to gain important
business benefits. More specifically, we explored the following:

Impact of ability or inability to access critical business applications from any location
Performance of organizations’ data and voice networking environments in various areas
Ways in which investments in data, voice and network services can drive innovation

Productivity and cost-savings benefits gained from investments in data, voice and network
services during the past 2 years

Important advantages that can be gained from continued investment in data, voice and network
services during slow economic times

Outsourcing plans for data, voice and network services and benefits expected from outsourcing

Importance of factors when selecting an outsourcing partner

Page 3 of 24



5 [

Custom Research Study: Driving Innovation
Prepared for Qwest | May 2009

Methodology

This study was conducted in the U.S. among business and IT executives at a cross-section of
industries and company sizes.

The survey was administered online. Each sample member received an email invitation containing a
URL link to access the survey, which they could click on or paste into their browser.

Two separate versions of the survey were fielded — one among qualified members of the Fortune
audience (CEOs/Presidents/Owners/Partners, CFOs/Treasurers/Controllers, COOs/GMs, EVPs/SVPs
or VPs, Directors and other corporate business management) and one among qualified members of the
CIlO audience (CIOs/CTOs, CSOs/CISOs, EVPs/SVPs or VPs of IT, IT Directors and other senior IT
management). The survey versions were identical with the exception of the job title list, branding, and
two questions regarding central management of IT tasks that were asked among the CIO audience
only.

The study was conducted between April 28, 2009 and May 6, 2009. A total of 280 surveys were
completed (138 among business executives and 142 among IT executives).
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Key Findings

Top Business Challenges: Costs. Productivity. Revenue.

= The top three challenges facing business and technology executives today are managing
expenses, increasing operational efficiencies and maintaining or creating revenue growth.

= |T executives, on the front line of many process improvement initiatives, are much more likely than
business executives to note that increasing workforce productivity and managing organizational
change are top challenges.

= Yet an assessment of some of the tactical areas that businesses can optimize to address these

challenges reveals that only a minority of organizations are highly effective in areas that will help
them manage costs, increase productivity or grow revenue.

Leveraging Technology for Optimal Customer Experience: Room for Improvement

= The research reveals that only one-third of companies report they are highly effective at leveraging
technology to facilitate quick and efficient customer service, and a similar or smaller percentage of
companies report effectiveness in utilizing new, interactive methods of communicating with
customers or integrating multiple communication channels to provide a consistent face to the
customer.

= Clearly, business and technology executives share the desire for improved customer
communication and see the as-of-yet unrealized potential of technology to provide solutions.

Driving Innovation

» There is widespread belief among IT and business executives that investments in data, voice and
network services can be leveraged to drive innovation within their organizations.

= The majority of these executives believe these investments can increase access to critical business
applications for remote/mobile employees (a key contributor to overall workforce productivity
improvements), improve employee productivity by decreasing process times, and provide the
infrastructure to support development of new products and services.

» |n addition a significant percentage of IT executives report these investments will help provide the

infrastructure to rapidly scale up or down to meet changing business needs, a particularly important
ability in times of economic uncertainty.
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Key Findings (continued)

Challenging Economic Times: Invest for the Long-Term (and the Short-Term)

= Business and technology executives see the value from investing in data, voice and network
services, citing important business benefits like cost reduction and increased productivity from their
investments (two of the top three business challenges facing companies today).

= |In fact, while the majority of IT and business executives note the economy is slowing investments in
data, voice and network services, the research provides evidence that investments should not be
delayed. Respondents report that, on average, roughly 50% of their investments in data, voice and
network services over the past two years resulted in productivity or cost savings within the first 12
months.
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Detailed Findings

Lowering business expenses is a top challenge today but companies are also focusing on
initiatives that may help position them for future growth.

Lowering business expenses is the top challenge facing organizations today according to both IT and
business executives. This is not surprising given the economic climate organizations are currently
operating in. However, companies are also focusing on maintaining and increasing revenues,
productivity improvements and new product development — areas that may help to position them for
growth as the economy recovers. IT executives, on the front line of many process improvement
initiatives, are much more likely than business executives to note that increasing workforce productivity
and managing organizational change are top challenges. However, business executives are much
more likely to see retaining valued employees as a challenge.

What are the top three challenges facing your business currently? (Q.15a)

| co_| Fortune |

Lowering business expenses 69%* 57%
Maintaining/increasing topline revenues 46% 43%
Increasing workforce productivity 42%* 28%
Bringing new products/services to market effectively 34% 30%
Managing organizational change 30% 21%
Retaining valued employees 15% 27%*
Implementing new technology 15% 18%
Communicating features and benefits of your

products/services to customers 13% 18%
Maintaining/developing an effective sales force 12% 14%
Managing multiple sales channels 11% 10%
Determining product/service mix 8% 9%
Other 1% 4%
Don't know 1% 7%

Bases: CIO: 142 respondents; Fortune: 138 respondents
*Denotes a statistically significant difference between the CIO and Fortune audiences.
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Fewer than half of the respondents note they are highly effective in areas that can address key
business challenges facing companies today.

A view across the tactical areas that businesses can optimize to help address these key challenges
(cost reduction, revenue growth, productivity improvements, product/service development, and more)
reveals that in most areas less than one-half of respondents rate their organizations as highly effective.
This view is commonly held by both IT and business executives.

Companies are least effective in utilizing new, interactive methods of communication with customers,
and in structuring their organizations for scalability as business needs change. Integrating multiple
communication channels to provide a consistent face to the customer and leveraging technology for
more efficient customer service are other areas where the majority of companies are not as effective.

When it comes to providing employees with quick and efficient access to information, 86% of IT
executives® and 67% of business executives report that processes, customer service or project
implementations at their organizations are being slowed due to employees waiting for information from
other employees or business partners. More than one-quarter (27%) report the impact is significant,
while 49% note a more moderate impact on processes, customer service and project implementations.

How effective is your organization in each of the following areas?
Extremely or Very Effective Ratings (Q.4)

0,

Serving customers quickly and efficiently 51 ‘é’
52%

. ) - . . 44%
Giving employees quick and efficient access to information 49Y%
o
Providingremote and mobile employees with access to critical

business applications from my location

Leveraging technology to handle and respond to customer
requests quickly and efficiently

Developing new products/services to address changing business
needs/ capitalize on new market opportunities

Integrating multiple communication channels to provide a unified
customer experience/presenta ‘consistent face' to the customer

3% mCI0
33%

Rapidly scalingup or down to meet changing business needs

Utilizing new, interactive methods of communications with M Fortune

customers (customer forums;/user groups)

28%

0% 20% 40% 60%

Bases: CIO: 142 respondents; Fortune: 138 respondents
*Denotes a statistically significant difference between the CIO and Fortune audiences.
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Ability to access critical business applications is central to productivity of remote and mobile
employees.

Both IT and business executives report that productivity of their remote and mobile employees is being
negatively impacted by their inability to access critical business applications from any location. Among
those on the front lines of supporting end user access to critical business applications, IT executives
are significantly more likely to note this negative impact (63%) than business executives (49%).

Do you think the productivity of your remote and mobile employees is being
negatively impacted by their inability to access critical business applications from
any location? (Q.2)

70% -

0,
63%* mCIO

60% -

49% 48% * M Fortune

50% -
’ 43%

40% - 377
’ 33%

30%
20% - 15% 15%

10% - 8%

1%

0%

(NET) Yes  Yes, significantlyfes, somewhat No Don't know

Bases: ClO: 142 respondents; Fortune: 138 respondents
*Denotes a statistically significant difference between the CIO and Fortune audiences.
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Any time/anywhere access to critical business applications is key to improving workforce
productivity.

IT and business executives agree that providing remote/mobile employees with access to critical
business applications from wherever they are will improve productivity. They also note its positive
impact on customer service. |IT executives have greater recognition that providing remote employees
with access to critical business applications will increase opportunity for collaboration and aid in
managing/reducing costs.

How does or would providing remote/mobile employees with access to critical business
applications wherever they are help your business? {Q.3)

73%

Improved productivity 73%

Improved customer service

Increased opportunity for collaboration among employees

Improve employee retention by supporting flexible work
environment

Aid in managing/reducing costs

Ability to gain competitive advantage

Other el
M Fortune
Don'tknow
1
0% 20% 40% 60% 80%

Bases: CIO: 142 respondents; Fortune: 138 respondents
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Centralized management of key IT tasks helps address key challenges like workforce

productivity, cost reduction and improved customer service.

As previously noted, IT executives are more likely than business executives to be focused on workforce
productivity as a top challenge facing their organizations today. Centralized management of tasks like

security patches/updates, monitoring and troubleshooting applications and ensuring

compliance is one

tool that is available to many of the companies surveyed and is widely viewed as resulting in improved

productivity of the IT staff and reducing costs.

ClO Audience: Which of the following tasks can your IT
organization manage from a central location? {(Q.5)

Security patches/updates 87%
Monitor and troubleshoot
- 84%
applications
Ensuring compliance
None of the ahove
mCIO

Don't know

0% 20% 40% 60% 80% 100%

Cl1O Audience: How does or would the ability to address security
updates, patches or compliance from a central location help your business?

(Q.6)

Improved ability to enforce security policies
Improved productivity for IT staff

Automation of administrative tasks

mClO
66%

66%

63%

Centralized reporting 58%

Reduced costs 57%

Improved ability to produce evidence of compliance
Better/faster service forinternal users
Other 4%,

Don'tknow 6%

0% 20% 40% 60%

CIO Base: 142 respondents

80%

Page 11 of 24



FORTUNE Custom Research Study: Driving Innovation

Prepared for Qwest | May 2009

The research reveals widespread belief that investments in data, voice and network services
can be leveraged to drive innovation.

Nearly nine out of ten IT and business executives believe that data, voice and network services can be
leveraged to drive innovation within their organizations. This view is consistent among both IT and
business executives across small, medium and large organizations.

Do you believe data, voice, and network services can be leveragedto
drive innovation within your organization? (Q.7)

100% -+
87% 88%
80% -
mClo
60% -
M Fortune
40% -
20% - 13%
0% -

Yes No

Bases: CIO: 142 respondents; Fortune: 138 respondents
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IT and business executives tie investments in data, voice and network services to
improvements in productivity and efficiency.

IT and business executives report that data, voice and network services be leveraged to drive
innovation in a variety of ways. Chief among them, providing employees with access to critical business
applications from any location; enabling faster customer service; and improving employee productivity
by decreasing process times and time spent waiting for information. All are common challenges facing
organizations today. IT executives also understand that data, voice and network services are integral
to providing the infrastructure to support product development and meet changing business needs.

Data, voice and network services can drive innovation by... {(Q.8a)

Providing employees with access to critical business applications from 73%
any location (remote mobile office) 72%
i 70%
Enabling us to serve customers faster 7%
Improving employee productivity by decreasing process times/time 65%
spent waiting for information 72%
Providing the infrastructure to support development of new 64% ,
products/services 51%
Integrating multiple communication channels to provide a unified 58%
customer experience/present a "consistent face” to the customer 55%
Facilitating new interactive methods of communication with customers 52%
{customer forums,/user groups) 54%
Reducing human resources constraints by simplifying IT 56%
management/support requirements 47 %
Providing the infrastructure to rapidly scale up or down to meet 58%
changing business needs 41% *
Reducing capital and/or operating expenses to free up resources for A8 ECIO
investmentin R&D process improvements etc. 44%
1%
Other 1% M Fortune
Don't know 5%
T T T T 1
0% 20% 40% 60% 80%

Bases: respondents who believe data, voice and network services can be leveraged to drive innovation within the organizations;
CIO: 124 respondents; Fortune: 121 respondents
*Denotes a statistically significant difference between the CIO and Fortune audiences.
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Economy is slowing investments in telecommunications services.

A majority of IT and business executives report that the economic downturn has slowed or delayed their
organization’s investments in data, voice and network services compared to 12 months ago. IT
executives are more aware of how the economy is impacting investments in IT than their business
counterparts.

Has the economic downturn slowed or delayed your organization's investments
in data, voice and network services compared to 12 months ago? (Q.9)

80% -
73%

70% - mCIO

60% ® Fortune
50%
40%
30%
20%

10%

0%

(NET) Yes Yes, somewhat No, noimpact Don't know
Yes, significantly

Bases: ClO: 142 respondents; Fortune: 138 respondents
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Both IT and business executives agree that companies that continue to invest in data, voice and
network services during slow economic times will gain important benefits.

While many executives report the reality of slowing investments in the current economic climate, more
than two-thirds of respondents acknowledge that continuing to invest in data, voice and network
services (rather than delaying those investments) yields numerous business benefits including
improved efficiencies and reduced costs. With cost reduction topping the list of business challenges
today, the results suggest that companies would be wise to continue, rather than delay, investment in
telecommunications services even in periods of economic recession.

Inyour opinion, what are the most important advantages your organization could/will gain
from continuing to invest in data, voice and network services during slow economic times?

(Q.10)

70%

Improving efficiencies and reducing costs 67%

Providing employees with the ability to connect/collaborate
from anywhere

Being better prepared for time when the economy recovers

Gaining a competitive edge as competitors scale back on their
own investments

Keeping a level pace to business and IT initiatives {avoiding
peaks and valleys)

Ability to negotiate better/more flexible pricing from vendors 30%35% mClo
Other B Fortune
Don'tknow
1 T T T 1
0% 20% 40% 60% 80%

Bases: CIO: 142 respondents; Fortune: 138 respondents
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Investments in data, voice and network services drive increased productivity and cost savings,
frequently in the immediate to short-term timeframe.

IT and business executives report that, on average, nearly 50% of their investments in data, voice and
network services over the past 2 years have resulted in immediate or short-term productivity or cost
savings, while roughly one-third of IT executives note these investments have laid the groundwork for
future productivity or cost savings. These findings further illustrate that continuing to invest in
telecommunications services, even during slow economic times, can result in immediate benefit to the
business.

Roughly what proportion of your organization’s investments in data, voice and network services over the past 2 years
have resulted in immediate, short-term, mid-term or long-term productivity or cost savings? (Q.11)

(el[e} Fortune
(Ave. %) (Ave. %)

Immediate productivity or cost savings (0-6 months to realize) 25% 27%
Short-term productivity or cost savings (7-12 months to realize) 23% 21%
Laid the groundwork for future productivity or cost savings (13+ months) 33% 26%
No noticeable/expected productivity or cost savings 19% 26%

Bases: CIO: 142 respondents; Fortune: 138 respondents
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One out of two companies is outsourcing data, voice, or network services.

Roughly one-half of IT and business executives (52%) report they are likely to outsource some type of
data, voice or network service over the next 18 months. IT executives are slightly more likely to report
plans to outsource these services than business executives.

Which of the following types of servicesis your organization currently outsourcing or
likely to outsource over the next 18 months? (Q.12)

(NET) Outsourcing services 54%

IT infrastructure management (servers data storage backup)
Data center space (expansion relocation)

Email services orinfrastructure

MNetwork security

Voiceinfrastructure management

Wide Area Network management

Contact center communications (IVR ACD) mClO
None of the above B Fortune
Don'tknow
1
0% 20% 40% 60%

Bases: CIO: 142 respondents; Fortune: 138 respondents
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IT executives have a better understanding of the benefits of outsourcing data, voice and
network services, suggesting the need for better understanding about these benefits among
business decision-makers.

Cost savings is the most frequently cited benefit from outsourcing data, voice and network services,
followed by access to expertise. Among IT executives, outsourcing is seen as more than a method for
reducing costs. In fact IT executives are more likely to view outsourcing as a means for extending and
enhancing the organization’s capabilities by providing access to expertise, improving IT effectiveness
and allowing the IT organization to focus on process improvement activities.

What business benefits do you expect to realize from outsourcing these types of
services? (Q.13)

Costsavings 44%
Access to expertise
Improved quality of service
Improved IT effectiveness

Wariable capacity

Ability to focus on process improvement activities

i 25%

Improved risk management mCIO
Alignment with business requirements/goals
M Fortune
Other

Don'tknow 28%

0% 10% 20% 30% 40% 50%

Bases: CIO: 142 respondents; Fortune: 138 respondents
*Denotes a statistically significant difference between the CIO and Fortune audiences.
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IT executives place higher importance on costs and control in decisions not to outsource than
business executives.

Factors that are likely to contribute to an organization’s decision not to outsource include concerns
regarding security and privacy, existing staff, cost concerns and concerns regarding flexibility. IT
executives have greater concerns about outsourcing, which focus on security, cost and flexibility to
make changes.

Which of the following factors might contribute to a decision NOT to outsource these
services? (Q.14)

0,
Concerns regarding security/privacy 57%

Already have staff in place to perform these
activities/services

os%
Cost concerns/reduced budgets 51%

Concerns regarding flexibility/ability to make
changes

Other = CIO
! | ]
Don'tknow 18% Fortune
I T T T T T 1
0% 10% 20% 30% 40% 50% 60%

Bases: CIO: 142 respondents; Fortune: 138 respondents
*Denotes a statistically significant difference between the CIO and Fortune audiences.
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Competitive pricing alone will not win outsourcing business — ability to deliver on promises and
flexibility are key vendor attributes.

IT and business executives agree that a vendor’s ability to deliver on promises, competitive pricing, and
flexibility/willingness to work with a customer’s changing needs are among the most important factors
when selecting an outsourcing partner. However, IT executives (as compared to business executives)
are significantly more likely to rate ability to deliver on promises and competitive pricing as highly
important in their selection of an outsourcing partner. Among business executives flexibility is the
second most important factor, followed by price. Reflecting the expectations many IT organizations
have of their outsourcing partners, having a trusted reputation in the marketplace is significantly more
important to IT executives than business executives when selecting an outsourcing provider.

Critical or Very Important Factors when Selecting an Outsourcing Partner {(Q.15)

Vendor's ability to deliver on promises 88% *

Competitive pricing/cost 87% *
Flexibility/willingness to work with 30%

customer's changing needs
Trusted reputation in marketplace 76% *
Innovative solutions mClO
Previous experience with vendor W Fortune
OI% 2[;% 4[;% 6[;% 8[;% 10I0%

Bases: CIO: 142 respondents; Fortune: 138 respondents
*Denotes a statistically significant difference between the CIO and Fortune audiences.

Page 20 of 24



FORTUNE CIO Custom Research Study: Driving Innovation

e s Prepared for Qwest | May 2009

IT Management (NET) 82% 19%
Director of IS/IT or related function 26% 3%
Other IT management 16% 7%
CIO/CTO 20% 0%
Executive VP/Sr. VP/VP of IS/IT or related function 9% 1%
Consultant/Systems Integrator 4% 7%
CSO/CISO (Chief Security Officer/Chief Information Security Officer) 4% 0%
Line of Business Technology Executive
(Chief/Head/Executive Director/Managing Director/Director) 2% 1%

Corporate Management (NET) 18% 81%
Executive VP/ Sr. VP/ VP or director 5% 20%
CEO President Owner Partner 4% 12%
COO/General Manager 1% 4%
CFO/Treasurer/Controller/VP Finance 1% 1%
Other corporate/business unit management 6% 44%

Respondent Profile

Financial services/Real estate/Insurance 17% 15%
Business/Professional services 11% 12%
Hardware/Software/Networking 8% 9%
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Healthcare 11% 3%
Auto/Industrial/Manufacturing 9% 3%
Telecommunications 4% 8%
Wholesale/Retail trade 3% 7%
Government: State or Local 6% 4%
Chemicals/Energy/Utilities 4% 4%
Media/Entertainment/Travel/Leisure 4% 4%
Other public sector/Nonprofit (including Education) 3% 4%
Aerospace/Defense 4% 2%
Food/Beverages/Consumer packaged goods 2% 3%
Transportation/WWarehousing 3% 2%
Pharmaceuticals/Biotechnology/Life sciences 1% 3%
Construction 2% 1%
Other 8% 15%

Bases: CIO: 142 respondents; Fortune: 138 respondents
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CIO
More than 5,000 30% 35%
1,001-5,000 23% 10%

501-1,000 10% 10%
201-500 10% 7%
101-200 10% 4%
Less than 100 17% 28%
Don't know 0% 6%
Mean 2,460 employees 2,350 employees
| Annual SalesorRevenue | CIO | Fortune |
$40 billion or more 8% 9%
$30 billion to $39.9 billion 2% 2%
$15 billion to $29.9 billion 4% 4%
$10 billion to $14.9 billion 4% 4%
$5 billion to $9.9 billion 4% 6%
$2 billion to $4.9 billion 7% 4%
$1 billion to $1.9 billion 9% 5%
$500 million to $999.9 million 12% 12%
Less than $500 million 45% 36%
Not applicable (e.g. nonprofit government union) 4% 4%
Don't know 1% 14%
Mean (millions) $6,579  $7,991

Monthly Spend on Communications Services

Less than $400
$400 - $1,499
$1,500 - $3,000
$3,001- $5,000
$5,001 - $8,000
$8,001 - $25,000
$25,001 - $50,000
$50,001 - $100,000
Over $100,000

Don't know

Mean

4% 5%
4% 9%
6% 4%
8% 6%
8% 2%
13% 6%
1% 4%
8% 1%
22% 17%
17% 46%

$41,809 $38,954

Bases: ClO: 142 respondents; Fortune: 138 respondents
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Contact Information

CIO Custom Solutions Group (CSG)

The CIO Custom Solutions Group (CSG) creates powerful turnkey programs to match
marketing needs. From content creation, circulation development to project management and
production, ClO’s award-winning Custom Solutions Group truly leverages the strength of the

- CIO brand. Extending the value and reach for IT marketers to communicate with their
Custom Solutions Group  yrospective customer base, CSG provides in-depth, content-rich vehicles in an integrated
program of print, online, events and marcomm collateral tailored to meet an IT vendor’s objectives. For more
information, please visit http://www3.cio.com/marketing/media_kit/cio_custom_media.html.

Matt Avery

Vice President, Custom Solutions Group
Office: 508.935.4796

Cell: 508.685.1678

Fax: 508.626.0319

Email: mavery@cxo.com

Fortune

- FORTUNE is the world’s leading global business magazine; revered for its content and

credibility since 1930. Published biweekly, every issue offers detailed analyses on a broad range of business
topics, including company profiles, business and industry trends, profiles of business leaders, and the latest ideas
shaping the business world. Fortune magazine is particularly well-known for its annual rankings of companies,
such as the FORTUNE 500 and the “Best Companies to Work For,” both of which have become industry
benchmarks.

Jordan Hyman

Associate Director, Custom Publishing
Office: 212.522.8467

Fax: 212.467.3370

Email: jordan_hyman@timeinc.com

IDG Research Services

A= IDG Research Services specializes in marketing and media-related research for
IDG technology marketers. As a division of International Data Group (IDG), the world's leading
IDG Research Services technology media, research, and event company, IDG Research Services brings the
resources and experience of a large, global company to its clients in the form of a small, customer-focused
business. For more information please visit http://www.idgresearch.com.

Janet King

GM/Vice President

Office: 207-847-9377

Fax: 207-847-9373

Email: janet_king@idgresearch.com

Page 24 of 24


mailto:mavery@cxo.com
mailto:jordan_hyman@timeinc.com
http://www.idgresearchservices.com/



