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Common sense e-business investing, Part | and Part |11
By Jim Mason and David Sater

Investmentsin e-businessare not different from any other busi nessinvestments. Companiesneed to under-
stand the benefits, costsand risks of delivering Web-based application solutions. Thereareawide variety of
chalengesfor companiesto overcomein planning and managing their investments successfully. Someof the
benefitsare difficult to measure. Thevalue of theimproved ease of learning and ease of use of aWeb GUI
versusagreen-screen interfaceisdifficult to quantify. However, the benefitsmust beidentified and the
measurements must be established in order to determineif the goalshave beenrealized.

It'sa so helpful to understand the key reasonsthat e-business projectsfail:

Poorly-defined objectives, goals, or benefits

Lack of appropriate measurement criteria

No project management planswith interim milestones
Poor execution of project plans

Thisarticle contributes somekey ingghtson managing your e-businessinvestments. Part | focuseson
identifying e-businessopportunitiesand how companiesmeasure their e-businessinvestments. Part |1 looks
at the costsand risks companiesface with e-bus nessinvestments and how they can managethem.

Typical e-businessinvestment lifecycle

Likeother investments, e-busi ness sol utionsgo through acommon investment life cycle. Associated with
each phase areaset of key objectives, decisionsto be made and corresponding metricsto measureresults.

Themajor phases of an e-businessinvestment are:

Definition- Defining the project coverstheidentification of needs, sponsors, goals, theviability of
the opportunity business case, challenges, issues, and successkeys.

Planning- Activitiesfor planning the project include defining reg- uirements; evaluating aterna
tives, project controls, solution design, and resources, and validating the above defi- nition.

I mplementation- Managing implementation effectively startswith the project kickoff on detall
designthroughimplemen- tation.

Operation - Inthisphase, users operate the solution to deliver value and assessresults.

Defining e-business benefits

Whiletheinvestment-definition phase outlined above describesanumber of activitiesfor acompany to
complete, thisarticlefocuseson thetypesof opportunitiesand benefits of e-businessinvestments. Most
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businesses can benefit from e-businessinvestments. For many companieswhich oneaready sellinga
product or service, opening e-businesschannelscan produceavariety of benefitswithrelatively lower costs
andrisks. Your specific benefits depend on your company’sofferingsand target marketsand your
competitor’se-business services. Hereareten examplesof the potentia benefitsof e-businesssolutions:

Businesssurvival
Some supply chainsnow requirevendor integration using EDI or the Web. Software vendorswith
older 5250 interfaces seerapidly declining salesfor their software. Many solution providersinthe
iSeriesmarket place can’t participatein “requestsfor proposal” or “requestsfor quotation” because
they lack aWeb interfaceto their solutions (see sidebar example). If your local marketsaredeclin-
ing in sales, the Web offersaway to expand your market size. Many companiesareforced to play
catch-up when their competitors successfully open e-business servicesthat grow sales, expand
servicesand lower cogts.

Find new customers
Company Web sites, public portals, and search enginesare great |ow-cost, high-volumelead
generatorsfor many com- panies. Web salf-regi stration applicationseasily collect useful customer
profilesauto- matically for better service. These costs of these Web vehiclesfor generating leads
need to be compared to the cost of moretraditional methods such asadvertising and direct mail.
Thetraditional methods often have a1% - 2% impact rate.

Grow salesto new and existing customer sand provideinfor mation
TheWebisagreat way for customersto get the person- alized information they need about your
productsand services. Everything from parts catal ogs and manual sto expert wizards on how to buy
and use products are now provided over the Web. The cost, cur- rency, and reach of the Web
catalog must be compared to traditional catal og formatsto determinethe e-business op- portunity.

Traditional Web storefronts such asthe IBM® WebSphere® Commerce offer customersaway to
buy conveniently without location and timelimits. Web self serviceapplica- tionshelp companies
sdlling both productsand servicesto grow salesto new and existing customers. B2B appli- cations
arelinking companiesin effective supply and service chainsto speed customer ddlivery timeswith
lower costs. Many of these online salesvehiclesoffer lower ope- ationscostsand allow com-
paniesto grow volumeand profits. Theincreased reenues and costs of the new Web channel must
be compared to the costsand revenues of thetraditional distribution net works.

I mprovecustomer servicelevelsand satisfaction
Customers can accessand pay their billsonlinefor many businessesand order and accessthe
servicesthey need whenever and wherever they need to whilelowering your administrative support
costs. Thecogtsof traditional customer serviceand theassociated level of customer satisfaction
must be compared to the cost of the Web-based customer rel ationship man- agement system, the
reductionintraditional customer service, and the associated increasein customer satisfaction. The
increasein customer sati-sfaction must befactored into theval ue of the solution becauseitismuch
less costly to keep an existing customer than to recruit anew customer. The cost ratios are often
greater than 1to 5. Thisiswhy cus- tomer satisfaction isso important.

Improveorder processing, supply and servicecycletimes
Thiscanresultinfaster cycletimesonal customer transac- tions, especia ly when the channel has
multiple partnersinit. Order aniSeries server from abusiness partner, who ordersfrom IBM, who
ordersother partsfrom other sup- pliers, and so on. Businessintegration reducesthe channel
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administration costsfor order processing and thetighter cycletimesreduceinventory carrying costs
through thewhole channel. These savingsneed to be reflected in the business oppor- tunity of thee-
businesssolution.

L ower customer serviceand operationscostswith higher efficiencies
Airlines, hotel's, and rental agenciesnow heavily discount pricesif you order online over thelnternet,
driving some of the service cost savings back to the customer to create higher market shares. One
i Series cus- tomer was ableto cut its pricesby 50% to customerswith auto mated, online transac-
tions, whileactua costsdropped 75%, providing aprofit increasein additionto increased sales
volume! A utility created aWeb front-end for itshilling system so cus- tomers could register and
managetheir utility billsonlineusing WebSphere, which pro- videsbetter serviceat lower codts. In
many cases, integrated Web applications can improve bus ness processworkflows by lowering
costsandimproving efficiencies.

L ower purchasing costswith integrated supply and servicechains
With lower overhead and administration for al partnersin achannel, purchasing costsfor goodsand
servicesare dropping. Web exchanges are starting to save companiesmoney in someindustries.
Theseexchangesoffer an dter- nativetotraditional EDI integration, which can bemoreexpensive
toimplement. For our students, onlinevirtua classroomsarelessexpensvethan traditional on-site
class- roomsfor providing i Series Javaand WebSphere devel - opment training. Small build- ers
wereableto realize a25% reduction on their material costsasaresult of forming aWeb buying
consortium (see sidebar).

Grow salesthrough e-businessadd-on servicesand products
Companies have added new web-based servicesto help cus- tomers apply and usetheir products
on both per-call and subscription plans (anyone hereon IBM Support line?). It hasbeen said that
“everyone’'samall.” For example, Amazon.comisnow selling many productsfrom other companies
over itsWeb site. IBM now sellsonline e-businesstraining to business partnersand customers. By
utilizing the persondization capabilitieson their Web Sites, vendors can suggest additional itemsto
their customers. Vendors can track theimpact of personalization to their rev- enuesand determine
theimpact of thise-businesscapability.

L earn moreabout customer s’ needsand buying habits

Many companies|et customersregister asonlineusersto provide customized infor- mation and
request service. Thanksto enrollment surveys, actual Web usage (“on click” technology), and other
person- alized surveys, atremendous amount of knowledgeisnow available onwho are cus-
tomersare, why they buy, and what they want. The Web cus- tomer-profileinformationisalso
many timesmore accurate than aternative waysof collecting the sameinfomation—from paper mail
surveys, secondhand information from sal espeople, and so on.

L ower training and usage costsfor softwarewith improved graphical user interfaces
If thereisasignificant turnover intheusersof the applications, you canredizean even greater
reductioninapplicationtrain- ing timeby creating aWeb interfaceto your existing appli- cations.
Thesereductionsin training need to be bal anced againgt theretraining costsfor existing users.

How do you measurereturnson e-business?

Given thestronger focus on managing e-bus nessinvestmentstoday for most companies, one of the most
important questionsishow to measure returns on e-bus nessinvestments.
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Metricsused for review of investment phaseschange

Throughout each of theinvestment phases, thereisongoing review of current performance and assessment
of future plans. The nature and specifics of thereview process can change during these different phases. In
thedefinition phase, thefocusison discovery and analysisof current business performanceand other
related metrics and comparison with the antici pated resultswith anew e-business solution. In planning, the
businessexperienceand I T’ sperformance on related projectsare closaly reviewed to createrealistic
estimates of theresourcesand timerequired to meet goals. Thefocusison devel oping good, redlistic
estimatesfor the benefitsand costs of the e-business solutions. Alternative solutionsare compared froma
cost, benefit and risk perspective. During implementation, thereview emphasislogicaly shiftstofocusmore
heavily on effective management of project deliverablesand risks. Inthe operations phase, review shifts
back to the businessmetricsdefined for the project to assesswhether results are meeting expectationsfor
thesolution.

Metricshelp provide measurementsfor many key investment questions:

What isthevaue of aninvestment opportunity for us?

What businessrisksarewefacing for thisinvestment?

How muchwill it cost tofind out if theinvestment isviable?
Arewemanaging our tech- nical riskson thisinvestment well?
How muchwill it cost toimplement and operateasol ution?
How well arewe controlling our project risks?

What investment goalsaremetricsused for ?
The MetaGroup (www.metagroup.com) hasauseful model for categorizing the primary godsof aninvest-

ment. Based onthe pri-mary goals, the metricsthat are appropriate are different. The Meta Group defines
investment businessgoasas:

Runthebusiness
—Improve performance using the same strategies and resources.
- Therearetypicaly minimal contingenciesusedin thistypeof investment.

Grow thebusiness
— Expand the businesswith new markets, products, servicesor higher volumes.
- Contingenciesare high-er against theincreasesin revenues. Thein- creasesinrevenuesare
typicaly factored down by up to 50% to reflect the uncertainty in the new markets, prod-
uctsand services.

Transformthebusiness
— Runthebusinessdifferently than we do today (for example, ERP, CRM solutions).
- Thesetypesof invest- ments have higher con- tingenciesagainst the costs, the schedulesand
therevenues associ ated with the solution. These higher contingenciesreflect theuncertainties
associ ated with these types of investments.

Themetricsused and theinformation that isavail ablefor each often depend greatly onthesebusinessgoals.
For “runthebusiness’ investments, thereisboth tremendous experience and useful historical dataavailable
to measure opportunitiesand results. For “grow thebusiness’ projects, new or changed stra-tegiesmay
requirecollecting information whichisdifferent fromwhat wenormally haveavailable. In“transformthe
business’ scenarios, it can bedifficult to identify who hasthe knowledgeto predict future performance, et
alonewhat that performancewill be. Many ERPand CRM projectswe verunfdl into thiscategory.
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Typesof criteriafor measuring e-businessinvestments

By examining certain criteria, we can measure the businessval ueand impacts of aninvestment (usualy atop
priority) aswell astheefficiency of IT in delivering the services needed for theinvestment (usualy project
management controlsand I T servicescontrols).

Businessmeasurement criteria

Beyond using basicfinancid criteria, whichisaprerequisitefor al bus ness, operations many businesses
have other measurementsaswell. These are someof themgjor categoriesfor criteriathat businesses may
useto measurethelr e-businessinvestments:

Costs
Cost benefitsin aproject are either cost savings (direct expense reductions) or avoid- ance (be-
causewedid X, wewon't haveto spend Y).

Services

Servicemeasuresareusualy specificto different depart- ments' activities. Marketing focuseson
market share, product lines, services, channel ratios, and so on; manufacturing focuseson order
shipments, backlog, and inventories; customer servicefocuseson user satisfaction, order cycle
times, overdueratios, credit ratios, and cus- tomer loyalty; saleslooksat orders, billings, leads,
revenueincreases, and so on. Not all measuresthat areimportant in servicesareeasily quantifiable.
For cus- tomer satisfaction, loyalty, and other such “ soft” measures, quditative user surveyscan be
used to confirm or refutefindingsfrom statistical measures.

Revenue
Revenue generation isreasonably easy to measure normally. | dentifying the causes of revenue
increasesor decreasesismuch moredifficultin some cases.

Risks

Risk measurementsfall into categoriesaswell: businessrisks, project risksand technical risksfor a
solution. Theserisks, must befactored into the cost, benefitsand schedul es of the e-business
solution.

| T servicesmeasurement criteria

IT servicesusually don't directly generaterevenue. I T solutionsrepresent either direct or indirect costsfor
businessoperations. Thevaueor contribution of I T services (thosethat don’t earn revenue) generaly can
be measured with four categoriesof criterias ACUT for short.

Accuracy —How accurateistheinformation produced by the solution?

Cost—What arethetotal costsof an I T solution— (implemen- tation, operational, risks)?
Utility —What isthe va ue of theinformation produced in running the business?

Timeliness—Istheinfor- mationtimely enoughto producethe best results?

In measuring how effectivel T solutionsand servicesarein delivering val ueto the business, we use metrics
for theval ue categoriesabove. To measure how efficient I T isin delivering services, we use servicequality
metricsthat make sensefor our situation: number of support incidents, coststo createthe solution relativeto
some meaningful standards, support levels, responsetime, capacity, defect levels, and so on.
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Set businessand technical “yardsticks” which areright for your situation

Each company must defineand select their ownvalid criteriaand associ ated metricsfor measuring both
businessand technical aspectsof solutions. Soundssimple. Itisn’t. Many companiesneed helpinfinding the
opportunities, solutions, relevant metricsand successkeysfor e-bus nessinvestments. Themetricsused by
another businessin your industry aren’t necessarily vaidfor your situation.

Casestudieswe vereviewed differ in many waysbut scaleisperhaps most significant. You can seediffer-
encesinthemetricsappliedto each I T project. Investment criteriaused were reasonably appropriatefor the
given projectsin many cases. For larger investments, driving resultsback to financia and operationa metrics
isbetter-justified. In somelarge ERP projects, usersactualy “forecast” proformafinancial statementsafter
thesystemisin place! Thisput theemphasiswhereit belongsfor most companies. on using the solutionsto
ddiver resultsasopposed to delivering the solutions.

It’syour business!

Investmentsin e-businessare not different from any other businessinvestments. Companies need to under-
stand the benefits, costs, and risks of delivering Web-based application solutions. Some executivesfed ill-
equipped to make decisionsregarding e-bus nessinvestments because of their lack of understanding of the
technologiesinvolved. Although companiesmay require someouts de consulting support, the company and
itsexecutivesmust assume responsibility for the decision. Theworst e-businessinvestmentsoccur when
companiesdefer to the advice of the e-busi nessexperts. E-businessexperts can’'t understand your business
aswell you do.

Thefirst stepintheinvestment processisunderstanding thefinancia benefits of an e-business solution. Once
acompany hasagood understanding of thisvalue proposition, it can properly evaluate the costsand risks
of thedternative solutions.

Inthe nextissue, wewill talk in some depth about waysto minimizethe costsand risks of e-business
investments.

Asabhigh-level introductionto the next issue, remember this: When you start to invest in e-business solu-
tions, make smaller bets. You may not realize hugereturns, but any failed investmentswon't put your
businessat risk.

Thefocusshould not be on delivering e-busi ness sol utions but rather on leveraging e-business solutionsto
deliver businessreaults.

Wherecan you get moreinformation?

Read Part 11 of thisarticletolearn more about e-businessinvestment risks and strategies, and how to get
started finding theright solutionsfor you. Also check these Web sitesbelow for i Seriesand third-party
information on e-business solutionsand services.

IBM WebSphere Development Studio for i Series - home page www-3.ibm.com/software/ad/
wds400/

IBM WebSpherefor i Series- home page www-1.ibm.com/ servers/eserver/i series/software/
websphere/wsappserver/

IBM iSeries- home page www- 1.ibm.com/serverseserver/iseries/
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Apache software - open software group with free downl oads www.apache.org

ebt-now planning, courses, Javaand WebSphere devel opment and i mplementation services
Www.ebt-now.com

ebt-now free WD Sc e-busi nesstutoria s http://groups.yahoo.com/ group/QuickWebSupport/

IBM iSeriese-business service providerswww.eserversof twarenet.com/

IBM iSeriesserver Greenstreak promotion www-1.ibm.com/ servers/eserver/iseries/greenstreak/

i Series 400 Experts Journal - for i Seriestechnical topicswww.the400group.com/agj/

Search400.com - i Seriesinformation onlinewww.search400.com

i Series Tools Network www-1.ibm.com/servers'enable/tool iseries

What ise-business?

E-businessissimply eectronic business. It istransacting businesselectronically rather thanin person or over
the phone. In most cases, wethink of e-businessastransacting businessover the Web. It hasawaysbeen
possibletolink applicationseectronically, but therapid expansion of the Internet has made the communica
tions costs associated with linking appli cationsmuch more affordabl e. Some common e-busi ness scenarios
include: B2C - businessto consumer, B2B - businessto businessand B2E - business, to employee.

Ise-businessdifferent from normal business?nmost cases, the activitiesarethe same, but how they are
doneisdifferent, leading to very different opportunitiesand challenges. E-businessinvestmentsrequirethe
same planning, implementation, management and measurement, princi plesasother businessinvestments.

Thetypica sourcesfor e-businessapplicationsone:

Buy e-busi nesspackagesand integrate with existing systems
Build new, integrated e-business applications| Migrate existing applicationsand datato e-business
environments

Why ise-businessimportant?

Theimportance of e-businessisincreas ng because businesstransactions are becoming moredistributed.
Company suppliersaretypically located in different cities, different states, and different countries.

Inthe past, large companiesbecame vertically integrated by buying/acquiring their key suppliersto coordi-
nate and manage the production processeffectively.

Inthe age of e-business, theintegration, coordination, and management isdonethrough theintegration of
business processesand applications. Companiesintegratetheir systemswith those of their key suppliersand
customersto realizethe key benefitsthat were associated with vertical integration. Thisintegration process
also allowslarge companiesto spread or minimizetheir businessrisks. If thereisad owdownin market
demand for the company’s product, the company not faced with idle capacity for theentire supply chain,

but only for their productionfacility.

Many companiesask why they shouldinvest in e-business. Hereare afew specific examplesof e-business
investmentsand their associated returns.
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| SV's. Packaged solutionsfor theiSeries M arket

Many of the current “ Requestsfor Price” and “ Requestsfor Bid” specify therequirement for either a
Windowsor aWeb Graphical User Interface. In order to submit abid to addressthe solution requirements,
the solution provider must have aWindowsor Web interfacefor their proposed solution. Inthissituation,
wedon't even need to discussthe benefits of aWeb interface to the solution. Without aWeb interface, the
solution provider can not submit abid. Having aWeb or Windowsinterfacefor their solutionsbecomesa
requirement to survivein the current market. Onei Series solution provider Web-enabled their application
and reported afour-fold increasein revenues.

Builders: Purchasing power of the e-businesscommunity

Many small buildersformabuildersbuying consortium. By consolidating their orders, they can negotiate
bulk purchasesfrom anationa distributor, eliminating the markups associated with theregional distributor
andtheretailer. They realize a25% discount off thenormal retail costsof their materials. Theuseof e-
businesstechnol ogiesallowsthe smaller buildersto compete effectively with their larger competitors.

Insurance: Efficienciesin theinsuranceindustry

Customers used to cometo an agent and request aquote. The agent would request the quote fromthe
insurance company viafax. Customer support for theinsurance agency would submit aquery and then fax
the quote back to the agent. The agent would then call the customer to inform him of the quote or mail him
thequotation. If the quote was acceptable, the customer would come back to the agent andfill inthe
required information, and theinsurance appli cation would befaxed to theinsurance company. Theinsurance
documentati on/certificateswould bemailed to the customer.

With the new e-business applications, the agent can request quotesdirectly against theinsurance company’s
guote system and give the customer theinformation on thefirst visit. If the quoteisacceptabl e, theagent can
input the required information directly to theinsurance company’sapplication, print theinsurance documen-
tation/certificates, and hand them to the customer.

Results: Customer satisfaction isimproved because customers can get aninsurance policy inonetrip tothe
agent. Agent workload isreduced because theturnaround timefrominquiry to closingisdramaticaly
reduced. Theinsurance company reducesthe staffing required to create quotes and process new policies.
Theerror ratein the application processisreduced from 15% to 0.5% because the problemswith unread-
ablefaxesareeliminated and the agent takes greater careininputting the data.

Just thereductionintheerror rate paysback theinsurance company’se-businessinvestment in sixmonths.
Theinsurance company isalso ableto recruit more agentsand deliver better customer satisfaction.

The following terms are trademarks or registered trademarks of International Business Machines
Corporation in the United Sates, other countries, or both: I1BM, iSeries, Visual Age, and WebSphere.

Thisarticlewasoriginally printed in the November/December and January/February 2003 issues of
iSeries 400 Experts Journal and is reprinted with permission from The 400 Group. For more infor-
mation on the i Series trade publications offered by The 400 Group, see www.the400group.com.
1.800.400.GROUP
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Common sense e-business investing, Part ||

By Jim Mason and David Sater

Managing investmentsisabout maximizing your ROI (return oninvestment)
whileminimizing your risk. We havethree categoriesof risk for e-businessinvestments: business, implemen-
tation, and technical. Thereare many keysto successful projects, and al of them apply in e-business
environmentsaswell. Failed projectsmay never impact operationsor may be abandoned beforeimplemen-
tation. Wedon't know of any company implementing anumber of solutionsthat hasn’t had their share of
fallure. Thebetter oneshavelearned fromtheir failuresand scored significant successes.

Business risks

We definebusinessrisk asthe possibility that the expected investment valuewill not berealized dueto
businessfactors. There are numerous reasonswhy asolution may not pay off. Examplesof factorsthat
impact businessrisk include:

1. Business objectives or measurementsare not clearly defined.

2. Businesssolution isnot well-defined or thought ouit.

3. Business paybacksare not well-known or established.

4. Investmentsare not adequate or timely.

5. Businessconditionschange, impacting theinvestment value.

6. Failuretoinvest in e-business solutionsleadsto | ost opportunities.
I mplementation risks

Even good e-business solutionscan fail dueto poor execution. The solution may betheright one, but may
be poorly implemented. Likeany I T project, strong project management isrequired. Unsuccessful imple-
mentations can be caused by:

1. Poor project planning: Scheduleistoo aggressive, requirements, tasks, and resourcesare missing.
2. Poor project control: Failed to measure results and take corrective action, userswere not in charge.
3. Project scope changes.
4. Project Sizeand complexity aretoo large.
5. Lack of skillsand resources, both in-house and with vendors.

6. Business solution isoperated poorly after implementation.
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7. Fallureto budget adequatetime and fundsfor asuccessful project.
Technical risks

Findly, awell-defined business sol ution with awell-run implementation project may fail for technical rea-
sons. Technicd risksare magnified in e-busi ness environments because of therate of technologica evolution
(How much has COBOL changed inthelast five years compared to WebSphere? Not much). Examples of
technica factorsinclude;

- Technologies sel ected are not sufficiently maturefor thisproject.
- e-Businessinfrastructureisinadequateto support implementation effectively.
- New Web applicationsdon’t integrate well with existing I T assets (data, programs, etc.).
- Solution’stechnical designisweak or poorly engineered (used wrong frameworks, etc.).
- Project and support teamslack the needed technical skillsto succeed.
- Solution design doesn’ t support the business use cases. Use cases should drive the design.
- Solution design was done poorly.
- Solution devel opment was done poorly.
- Therewasoor quality control on software process.
- Deployment istoo compl ex.
e-Business— Generation 2 changesinvestment decisions

If you think of 1996 astheyear e-business started to make abig impact (certainly inthemedia), it could be
considered the beginning of Generation 1 of e-business (the dot-com era). Theend could be defined asthe
dot-com crash that hit hard in 2000. During that time, e-Business— Generation 1 was characterized by:

Fast growth for companieswith new, innovative Web-based

Services.

Highlevelsof investment in technol ogy and solutionsby larger companies.

Solutionsthat companiesbuilt from theground up.

Raypid technologica advancement of solutionswithlimited maturity.

A magority of businesseswhichweren't exploiting e-business

opportunities.

Many e-businessinvestmentsthat failed or didn’t deliver expected payoffs.

Confusion in the marketplace over technol ogy, sol utions, and how to makethem pay off.

Some early thoughts on Generation 2 camein IBM’s 2000 Annual Report. Inreferring to the recent dot-
com crash, LouisV. Gerstner, Jr., Chairman and CEO, said, “ The collapse of the dot-comswasnot a
fallure of e-business. It wasthefailure of an overly narrow approachto e-business. For al the proclama-
tionswe have been hearing about a‘ new economy,” the problem with most dot-comswasthat their busi-
nessmode —win customersthrough lower prices—wasn't anything new, not to mention transformative.

“IBM hasawayssaid that e-businessinvolves morethan transforming one part of acompany, such as
sdlling directly over the Net. We said thereal action, thereal work —and the ultimate payoff —involved the
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transformation and theintegration of the entireenterprise, from the customer al theway through the supply
chain. Things have played out pretty much that way —and that may have been abucket of cold water for
some. For IBM, it wasatough but ultimately heartening reaffirmation of the strategic directionwesetin
place several yearsago.

“S0, if thereisalesson to be extracted from the dot-com crash, it may bethis: Thereisno shortcut to e-
business. Andif 2000 comesto be seen asawatershed (and | think it will), that will be becausethiswasthe
year theworld’sestablished enterprisesawoketo the true possibilities of e-business. | believe abroad
consensus has emerged that e-businessisjudt... business, real business. And real businessisseriouswork.”

Generation 2 hasshown big changesin the e-businessinvesting decisions made by many companies. While
wedon’t know how it will end, we can aready seethese clear differencesin Generation 2:

Growth of new, innovative Web-based services continues, but at as ower pace.

Larger companies investments*flatten out” whilesmaller companiesexpand.

M ore companies|ook to buy solutions, services, and componentsto savetimeand money.
Technological solutionsmature.

A mgjority of businesseslook to extend their business operationsto e-business.
Companiesdemand morefrom e-businessinvestmentswith lower risks.

“Best of breed” solutions start to show asthe base of successful e-businessesgrow.

If thefirst generation wasthe dot-com era, what can we call thisgeneration? Probably the“integration era,”
sincemore companiesintegrate e-businesswith their existing operations and the management of e-business
investmentsfollowsother investments.

e-Business success strategies

Giventherisksto manage, there are e-business success strategies that can hel p to reduce the different types
of risksdefined above. These strategiescover severa of areas. I T planning, solution definition, project
planning, and project control.

I T planning strategies

Your company may not usethe same namesto definethe planning itemsbel ow, but should have equiva ent
deliverablesto organizethe planning process.

| SP (Information ServicesPlan) AnISPisstrategic. It defineshow I T services support the
business objectives. Thel SPprocess generatesor updatesthe I T strategy for servicing business
operationsand objectives. Aspart of the | SP, start with the current business plan and an audit of the
exiging I T performance.

I TP (Information Technology Plan) Having completed the | SP, the technol ogy plan definesor
reviewsthetechnology and infrastructure strategy for implementing the | SP, It beginsby creatinga
technology requirements model to support the | SP, conductsan audit of the current technology and
infrastructure, and builds atechnol ogy servicemode for the | SP

I SR (Information Solution Review) ThelSRisaplan or review for asingle project. Whileit ties
the project planto boththe I T strategy and the business objectives, it doesnot createan I T strategy
(likethel SP) or atechnical strategy (likethel TP). Boththel SPand the TP are normally prerequi-
stestoanISR.
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e-Businesssolution definition strategies

Theseitemsensurethat you have defined an appropriate strategy for your specific business needs.

Drivel T investmentsclearly from business plans. Establish atop-down business casefor your
required business solution. Clearly quantify bus nessbenefits by time period before setting abudget
foranIT solution. You' |l seenet cash flowsand other impacts more clearly. Work asateam across
the businessto define responsibil - itiesand contri butionsto specific measurableresults.

Ask theright threequestionstodefinean I T solution:
What'sit worth?1f thevalueisnot there, don’t moveforward.

What'sit cost? Thisisatough question for anew type of solution - thisincludesall costs.

What'sit taketo get it right? Given the net benefitsfrom thefirst two, how can weimplement
the solution without risk of missing theresults above? Project man- agement, technical
quality, and solid operationa exe- cutional comeinto play here.

Use proof-of-concept proto- typestotest solution viability for high-risk solution ar eas.
Doinga“proof of concept” during the design phase helpsto defineand validate the businessvalue
and thetechnical risksof the solution. Often, it ispossibleto do aproof of concept quickly at a
fixedprice.

Be car eful with both vendor successstoriesand failur es. Neither may berelevant to whether a
particular solution will succeedinyour business. Just because | usethe same clubsas Tiger Woods
doesn’t mean | break par.

e-Businessproject planning strategies

Theplanning strategiesare designed to help you build achievable project plans:

Focuson thebusinessobjec- tivesclear ly throughout a pr oj ect. Have aclear understanding of
the strengths, weaknesses, and opportunitiesin your market.

Set afocusfor what you want to achieve, and keep theimplementation and opera- tions phases
focused on that obj ective. Adjust the plan and obj ectives as needed when you discover they are out
of dignment during periodic project reviews.

Placesmaller bets. Many large projects can be brokeninto several smaller deliverables. If thisisa
new technology or businessmoded, start withasmaller project and investment. Thelossismuch
more affordable, but thelessonslearned arejust asgood.

Evolution beatsrevolution for better returnson new I T investments. Projectswhichleverage
and extend your current I T assetsusually deliver the highest ROl and thelowest overal risks. Your
existing data, businesslogic, and applica- tionsaretypically your most valuable I T assets.

You should consider brand- new solutionsonly whenitisclear that the existing logic and applica
tionswill not addressyour new bus nessrequirementsor cannot be reused. Solutionswith new
businesslogic and applica- tionshavethe highest costsand the highest risks. A brand- new solution
should be considered only if thissolution yieldsthe highest returns and the risks can be controlled.
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Get outside help to under - stand how to succeed. For most e-business devel- opment projects,
itisbest to use acombination of in-house personnel and outside experts. Thein-house per- sonnel
best understand the goalsand needs of the business. They will berespon- siblefor running the
systemand will be accountablefor theend resullts.

Outside expertsmay be better-equipped to handle some of thetechnical design and technical
implementation sections of the project. Web development isprogressing rapidly, and it may be
unrea- sonableto expect in-houseresourcesto beexpertinthisarea.

Under stand thedifferenceand linkagebetween I T metricsand businessmetrics. Developa
set of appropriateyardsticksfor each metric. Your best solution aternativewill scorewell onboth
yard- sticks. I T should use the appropriate measurementsto track their progress, but they should
alwaysunderstand how their measurementsrelateto the overall businessgoals. Youwill haveto set
prioritiesfor measurements on each type of yardstick relativeto others: Isan easy, flexibleitem
search moreimportant to growing e- business salesthan fast order processing cycletime?

e-Businessproject control strategies

Theitemsbel ow can help to control aproject to ensurethat results match objectivesbetter.

Businessuser sshould direct projectswith businessobj ectives.

Decidewho’sresponsiblefor achieving the business objec- tives. Put them in charge of defining and
implementing the solution so that they own itinthe operationsphase. A manager who“owns’ the
operational resultsof aproject will bebest suited to direct the project, although he may not havethe
timeor skillsto manage aproject at adetailed level.

Use experienced project manager sand methodol ogiesto managethe proj ect details.

At ebt-now, we use GAPSto plan many projectsand OARSto control them. For more on project
management, seethe Capability Maturity Model pagesat the Software Engineering Institute
(www.sel.cmu.edu). Ideally, the project manager hasthree skills: business gpplication knowledge,
project man-agement, and technical knowledge. If you need to, you can subcontract thelast skill to
amoretechnically-skilled outside consultant. Thisisfairly common.

Transform theusersfirst toavoid “ catch-22” I T solutions. In somelargetransformation
projects, usersbegin com- plaining about the old system, select and implement anew system, and
then adapt it tolook (and perform) likethe old system they understood. To avoid largelosseshere,
transform the usersto anew way of working beforethe system goesin! Our greatest project
successescamefrom thisstrategy.

Set up an independent quality control group. Usersneed to dedicate resourcesfor quality
control (not I T), especidly onlarger investments, to ensure that objectivesare met and that the
review isindependent. If necessary, arrangefor periodic outsidereviews. | Deliver apilot program
for deployment. If you are going to roll thisproject out across 20,000 branch locationsaround the
world, why not cut risk by doing asingle branch pilot? Onceyou get the feedback and make
adjustments, you cando afull rollout.

Doperiodicreviewsfor larger investments. Moreformal auditsand reviews of implementation
and operations performance are warranted. |n some of the best solutionswe’ ve seen, the opera-
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tionsimplementation team continued to meet monthly onapermanent basis. The solution evolved
into acontinuousimprove- ment process applying TQM principleslinked to business objectivesand
measurements. Busi ness sponsorsneed to review projectsas part of an executive steering commit-
tee.

How e-business success strategies mitigate risks

Table 1 showshow the different strategies can reducetherisks mentioned above. The same strategy won't
alwayshavethe sameimpactsin different companies, but thisprovidesanindication of whichrisk factorsa
given drategy might reduce.

Findingtheright e-businesssolution

Finding theright e-business sol ution beginswith an interna definition of your specific opportunities, chal-
lenges, and successkeys. IBM and third-party service providersoffer avariety of servicesthat canhelpin
theseareas. Fromthere, look to IBM i Series solutionsand i Series partnersfor help in providing the best
solutionsavailable. Measure |BM and third-party consultantsontheir i Seriese-businessskills, not on
genera IBM e-business experience and successon other platforms.

Strateq) Business Implementation  Technical
Information Service Plan

Information Technology Flan

Information Solution Review

Drive IT investments from business plans

Agk the three right questions to define an IT solution
Use proof-of-concept prototypes to test viability

Be careful with vendor success stories

Focus on business objectives throughout project

Place smaller bats

Evolution beats revolution for better returms

Get outside help to understand how to succeed
Understand difference, linkage for business & IT metrics
Business managers should direct projects

Experienced project managers should run projects
Transform users before the new system X
Set up an independent quality control team

Deliver a pilot program for deployment X
Do periodic reviews for larger investmeants X

X x

| | ML | el el ] e
A
koA | e

MO M M M
| e e D

Table 1. Strategiesto reduce e-businessrisk

iSeries integrated e-businessenvironment makesit easier

I Seriescustomers have acompl ete, reliable, and scalable server and an e-bus nessruntime environment built
in: DB2 database, the Apache HT TP server, Tomcat, Java Virtual Machine, and the Javatoolkit. Often,
companieswill not requireany additional softwareto runtheir Web applications. IBM’snew WebSphere
Expressand Domino application serversoffer very cost-effective, scalable, securee-businessruntime
environmentsfor awide variety of businessapplication solutions. A few companiesmay want more ad-
vanced features (EJB or clustered servers, for instance). WebSphere Advanced isagood option asyour e-
businessneedsgrow.

IBM’sWDSfor iSeriesisthetool for iSeries e-business
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WebSphere Devel opment Studio for i Seriesisacomprehensi ve suite of application devel opment toolsfor
traditional, client/server, and e-business devel opment. The new refresh of WebSphere Devel opment Studio
foriSeries, availableon July 5, 2002, deliversan Eclipse-based set of workstation toolsto new customers
at lessthan 25% of their retail value. For existing customerswith Software Subscription, WebSphere
Development Studiofor iSeriesisafreeupgradefromthetraditiona iSeriestools (likeRPG and ADTY).
ThelBM WebFacing Tool createsWeb interfacesto existing 5250 applications, quickly, easily, and cost-
effectively.

IBM hasdelivered thisnew tool set to help customersand partnersrapidly increase the number of e-
business applicationsfor theiSeriesserver. If you want certain advanced features, such asEJB, you will
require an enhanced version of the devel opment toolsfrom IBM for afee.

IBM offersother WebSpheretoolsaswell. However, thesetool slack the ease of learning, productivity, and
integration featuresavailablein thei Series-specific WebSpheretools.

Third-party application toolsadd moreoptionsfor iSeriestoolsand services

A variety of Stesprovidelistsof IBM iSeriesbusiness partner solutions, servicesandtools. ThelBM e-
Server Tools Network for i Series showcasesthird-party application devel opment tools. Some of thesetools
extend IBM’scapabilities, and some are standalone dlternatives. A new site, Software Net, makesit easier
tofindiSeriese-businessservice providersby creating an eWWorkshop with e-busi ness solution blueprints
and matching vendor offeringsto review.

iSeriesserviceprovidershelp todeliver higher e-businessreturnsfaster

Finding agood service provider and good information on i Seriese-businessisn’t aseasy asyou might like,
Whentakingto IBM or other service providers, make surethat the person you aretalking to hassolid
iISeriese-businessskills, versusgenera e-businessskillson WebSphere.

IBM iSerieshasasolid channel of dedicated i Series e-business service providerswhich specidizeine-
business solutions: WebSphere, Java, DB2, MQ, Domino, etc. They offer awiderange of servicesfromIT
planning and education through design, implementation, and support of custom and package solutions.
Many providersoperate effectively on aglobal basisover thelnternet. They can giveyou helpin under-
standing which servicesfit your specific needs. Why pay for outside hel p?i Seriesexpertscan saveyou time
and money and help you to avoid costly mistakes.

At ebt-now, many of our projectsare based on anintegrated model . We often engineer and build aninitial
prototypefor acustomer whilewetrainthein-house I T staff on IBM’snew e-businesstools. WebSphere
Development Studio Client for i Series (WDSC). Onthe next project, we provide engineering, mentoring,
design, infrastructure services, and component development. Thel T staff assistsin building theapplication
using IBM’stools. Thegeneration wizardsand visud editorsavailable makeit easy for existingiSeries
devel opersto begin building substantia portionsof amost any e-businessapplication. Inthismodel, lever-
aging IBM’snew toolsleadsto better projectswith faster participation by in-house staff compared to
traditional e-businessproject model sand education. The older model sincludefull outsourcing, starting with
Javaeducation. These may still be appropriatein someinstances, but theintegrated model usualy delivers
better resultsfor i Seriescustomers.

Your next steps
Below are somekey stepsyou can taketo start finding and integrating e-busi ness solutionsinto your current
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I'T and business plans. With acommonsense approach, most of the steps (or at | east thefirst phase of each)
don’'t haveto be enormousdly expensiveor takealong time. At ebt-now, we' veleveraged IBM’snewest
versions of WebSphere and the WebSphere Devel opment Studio Client for i Seriesto rapidly plan, train,
create, and test integrated e-busi ness applicationsfor companies.

Seethe Web siteson the next pagefor moreinfor mation.
Thesesitesoffer starting * pointsfor IBM i Seriesand third-party i Series solutionsand services. They
also offer general sourcesof i Seriesand rel ated e-businessinfor- mation.

Get thelatest e-businesstechnology payoffsfor your business.
Find an e-businessfirmthat offers custom i Series-specific e-business planning seminarsfocused on
IBM’slatest i Series WebSphere middleware and tools. Seminars help you to map your highest e-
businessopportunitiesto thelatest e-businesstechnol ogies. With afew key “live” demoson running
and building e-business appli cations and on customi zed sol ution plansfor your top businessprior-
ities, you can pick up thebasics of e-businessquickly.

Createavalid e-businesssolution definition for your company.
To createavalid solution def- inition, we create a\Web application definition that definesaspecific
businesscase, aWeb application, and how theseintegrate with your existing information and
systems. In addition, we build aproof-of-concept prototypeto validate both the business caseand
thetechnica risksinvolved, and then host it on the Web for user testing. Thisusudly eliminatesmost
largerisksbeforewe start amajor project. Thisa so defersalot of infrastructureimplemen- tation
until theactua project begins.

I ntegr ate e-businesssolu- tionsintoyour I T plans.
AnIT e-business consultant can hel p you to customizeyour I T and technology plansto provide
scenarioswith e-business projectsfor top business prioritiesand the corresponding infrastructure
support you need to deliver them. For example, you can have an outside service provider do ane-
businessaudit onyour current infra- structureand architecture.

Get e-businesstraining wher e needed.
IBM and other e-business partners can deliver cus- tomized or standard training in avariety of
pricesand formats (classroom, on- site, and e-learning) to meet your needs. The on-site option
offersthemost customi zation to your needs and may better tieinto your team’sneedsand skills.
Thee-learning option may offer some customization but hasthemost flexibility in sched- uling,
location, etc., and may bevery cost-effective. Our experiencewith thetechnical trainingwe' ve
offered viae-learning hasbeen good to date.

Build an e-businessproj ect plan.
Find an e-business consultant who can hel p you to build avalid e-business project plan. The project
planwill haveto addressall theinfrastructureissuesfor your specific environment, aswell as
application engineering. Getting someoutside helpisusualy productiveif you don't have experi-
enced e-bus nesstechnical man- agersin house.

Createand deploy apilot project in atest environment.
Whileyour plan may beto do aproductionrollout to all your locations, itisusually faster toget a
pilot site deployed and then et the project team reflect on the specificissuesin deployment and
support beforethefull production rollout happens.
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Wher ecan you get mor einfor mation?

Read Part | of thisarticlein the previousissueto learn moreabout e-businessinvestment opportunitiesand
measurements. Also check the Web sitesin Table 2 for i Seriesand third-party information on e-business
solutionsand services.

Site Content | Site URL

|BM WehSphare Development Studia for woaw-3, ibrm._comisoftwaraefadedsa 00/

iSeries — home page

IBM WebSphere for iSeries - home page www_ibm.com/zerversfeserverfiseries/softwarawebsp
herefwsappserver/

IBM iSeries - home page | www-1.ibm comiserversieserverfiseries/

Apache software — open software group with www.apache.org
free downloads
ebt-now planning, courses, Java & WebSphere | www.ebl-now.com
development and implementalion services

ebt-now free WDSC e-business tutorials hitp:ifgroups. yahoo.com/group/QuickWeabSuppart
IBM iSeries e-business sevice providers www.eserversoftwarenet.com/!

_|BM iSeries server Green Streak promaotion | www-1.ibm.comiserversfesenver/iseries/igreenstreak/
iSenes 400 Expens Jourmnal —iSenies lechnical | www lhed 00group.com/iag)!
fopics

Search400.com - iSeries information onling www. searchad.com
iSenes Tools Metwork www-1.ibm._comiserversienabletaolsisenes/

Table2. Web sitesfor i Seriesand third-party information on e-business sol utionsand services
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Javaand all Java-based trademarksand logos are trademarks or registered trademarks of Sun
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