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Introduction

With the current downturn, margins are being squeezed in most industries, resulting
in an urgent need for higher efficiency and greater effectiveness, including the
putting in place of better-value ways of working. A true e-business of the
twenty-first century is one which thinks and acts in a way that allows it to
collaborate, integrate and empower by:

= internal and external business processes working together seamlessly, enabling
collaboration with suppliers, partners, employees and customers across traditional
enterprise boundaries;

= ensuring that employees have at their fingertips the information, applications and
services they need to do their jobs.

It is the Web and the applications, standards, tools and services that have been
developed around it that have removed the traditional barriers to building
collaborative relationships and now made it an economically attractive option. The
benefits from the transformation of business processes are derived from eliminating
intermediaries like wholesalers and retailers from the value chain, removing manual
operations, improving productivity and speed of operation, increasing efficiency
and enhancing customer and supplier relationships.

According to industry analysts IDC Research,! companies are on the brink of
another growth cycle in IT spending, with application integration, mobile wireless
and security the chief factors driving companies to invest in technology. A joint
survey released in May 2002 by KPMG? and the CBI reveals that 90 per cent of
companies believe e-business will reduce costs by at least 10 per cent but only 15
per cent are currently reaping the rewards. Improving business processes alongside
new technology could boost the profits of UK companies by £4.3 billion a year
according to the Gartner Group,® who quote Easyjet and Tesco as two examples of
organizations that have maximized their agility. By re-engineering the distribution
chain and pushing sales online Easyjet cut out the costs of sales intermediaries and
then further reduced costs by issuing e-tickets. Improvements with customer
information at Tesco has reduced lost sales on promotions by 33 per cent and
reduced promotion overhead and waste by 30 per cent, while wireless technologies
have also increased the productivity of warehouse staff and improved the accuracy of
warehouse-to-store deliveries.

In this briefing we take a look at this subject with a non-technical and pragmatic
approach by dividing it into four parts.

IXXI1 i



H IFtrescustion

THE STRATEGIC BENEFITS OF COLLABORATIVE
WEB-ENABLED BUSINESS PROCESS MANAGEMENT

Collaborative commerce had its beginnings in the 1980s with both electronic data
interchange (EDI) and Procter & Gamble and Wal-Mart’s ‘collaborative
replenishment’ project. Today, with the move towards greater collaboration and
increased outsourcing of both core and non-core activities, companies are becoming
virtual organizations — a combination of organizations working together in close
partnership, with shared risk and reward, to deliver end value to customers.

The value comes from the business initiatives involved in moving to webenabled,
collaborative end-to-end (E2E) processes. IT, although often the most expensive
component of these projects, is an enabler, not an end in itself. It should be the
business driving the technology not the technology driving the business. Research
has shown that there is no automatic correlation between the amount of money
spent on IT per employee and company profitability, although if done well
spectacular results can be achieved. Companies must insist on quick payback times,
thorough business plans and careful, regular pre- and post-implementation analyses
of all major technology projects. According to Strassmann:

Companies are finally fed up with the escalating costs of IT through
incompetent implementations. IT must be put into the hands of people who
are competent to deliver and it has to be taken for granted. It must be
available when you need it, how you need it, cheaply, reliably and securely.
Companies need to worry about how to use it, not how to manage it. From
now on just watch the economics and the risk, not the technology.*

THE TECHNOLOGICAL, FINANCIAL, LEGAL AND RISK
MANAGEMENT CONSIDERATIONS

A typical large company has 30-50 separate applications which are not integrated.
The need to connect to customer and supplier systems has exacerbated this problem
and left companies with a large number of incompatible systems. With wholesale
replacement of systems not often a viable solution, Web standards and services and
enterprise application integration (EAI) middleware are providing an automated,
cheap alternative to labour-intensive point-to-point integration. To facilitate this
integration underlying systems do not have to be changed but business logic needs
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to be separated from data and the presentation layer has to be split off. This is
because it is no longer possible to predict the nature of the device that may be used to
contact the company, e.g. PC, handheld computer or mobile.

Equally, there is a need for a sound, dynamic security policy, which is embedded in
the corporate culture combined with an ongoing risk assessment and mitigation
process, including business continuity, in addition to the more obvious physical and
technical tools such as firewalls. The challenge is to achieve maximum functionality
within an entirely secure environment by including security in the design.

END-TO-END (E2E) BUSINESS PROCESSES

Just as companies are recognizing the benefits of selling directly to consumers over
the Web, companies are now applying disintermediation to their own corporate
structures. An increasing number of companies are seeing the benefits of employing
a self-service approach to HR and employee information, leading to a growth in
enterprise portals. According to Wal-Mart’s CIO, in the last ten years the driver of
change has made the transition from technology to information.® What is really
strategic is the use of the information and how it is exploited and maximized.
Wal-Mart is in a business that competes at the speed of information, so it must be
presented in such a way that it drives execution and improvements in the business.
Martin Butler believes that two-thirds of the value of large companies is made up of
information and knowledge and to overlook this issue is to devalue the business.®

Successful customer relationship management (CRM) is about giving the customer a
better experience, hence enhancing the company’s chances of retaining the lifetime
value of that customer and acquiring new customers. The goal of CRM is to
understand who the most profitable customers are — essential for both online and
offline business. The Web is the ideal tool internally to tie together the disparate,
product-based systems that contain customer data, and externally it can provide all
customers with a similar and consistent experience, whatever products they buy.
Integration of CRM with enterprise resource planning (ERP) and supply/demand
chain management (S/DCM) are critical to success, especially supporting systems like
order fulfilment, logistics, inventory management and electronic bill presentment and
payment. The aim is to give the customer a seamless experience.

The supply chain in many organizations can consume well over 50 per cent of a
company’s operating expenses. It is therefore an obvious area to explore and
exploit in the search for business systems improvement. When Microsoft adopted
e-procurement the average transaction cost was reported to drop from £145 to £5.

[ XXV



H IFtrescustion

HOW TO ANALYSE, RE-ENGINEER AND MANAGE
BUSINESS PROCESSES

The use of process-based management as the basis for managing the business was
accelerated in the 1990s by the large number of ERP implementations within
organizations and their use of a process-based philosophy. Over the last ten years,
process-based techniques (PBT) have evolved from being used as just one-off tools
applied for a particular purpose within the organization, such as costing or business
improvement, and have become an all-embracing advanced planning, monitoring
and control system which encompasses quality management philosophies —
business process management (BPM). The quality initiative Six Sigma is sweeping
the US, with business leaders in a quest for operations performance improvement.
For peak performance, companies should assign process owners and position Six
Sigma as one tool in the context of a holistic and strategic business process
management approach.

Whether designing products and services, measuring performance, improving e f
ficiency and customer satisfaction — or even running the business — Six Sigma
positions the process as the key vehicle o f success. Research has shown that the
costs of poor quality (rework, mistakes, abandoned projects etc) in service-based
businesses and processes typically run as high as 50% o f total budget.’

In 1995, 62 per cent of UK managers were affected by some sort of organizational
change programme: in manufacturing and financial services it was running at 75
per cent, in utilities it reached 90 per cent.® In the twenty-first century change is a
constant. For organizations which manage change skilfully, it can become the
driving force that perpetuates success and growth, with every change presenting a
new opportunity to increase efficiency or to build the business. But all too often
change fails as companies do not rise to the challenges it brings.
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The strategic benefits of business community integration i

THE BEGINNINGS OF COLLABORATIVE
COMMERCE (c-commerce)

The roots of automated business trading links can be found more than 20 years ago
with electronic data interchange (EDI), which has enabled larger organizations to
carry out automatic transaction and information transfers.

Case study 1.1

Procter and Gamble

The move towards closer collaborative trading relationships began in 1980 when Duane
Weeks, a Procter & Gamble brand manager, led a team that prototyped ‘continuous
replenishment, automatically shipping Pampers to the warehouses of Schnucks, without the
grocer needing to place orders.! The prototype was broadened by P&G vice president of
customer services, Ralph Drayer, who, not deterred by K-Mart's rejection of the idea,
approached Wal-Mart's Sam Walton and sold him the concept in 1988. Today, P&G software
and process design is the industry standard. Drayer explains the road to P&G'’s success in
establishing jointly managed processes between supplier and customer as follows:

B The importance of a trusting business relationship with your counterpart. It was a case
of moving from an adversarial win/lose trading relationship that was frustrating, time-
consuming and expensive, to one where both parties could demonstrate that they were
interested in the well-being and success of the other. The ‘continuous replenishment’
project built trust and demonstrated the value of sharing information and focusing on the
ultimate consumer. The benefits of improved service and reduced inventory were reaped
by both sides and built the foundation for a greater collaborative trading relationship.

W The necessity of having senior management support. The chairman gave support to the
early project and Inform software was purchased from IBM. The support continued
throughout and his leadership stopped internal politics stifling the initiative.

B The challenge of changing the customer’s culture as well as your own. It was necessary
to persuade Wal-Mart that P&G could manage its inventory better than they could
themselves. For example, they had to learn to receive trucks immediately they arrived,
when it had been not unusual to see hundreds waiting to be unloaded. In effect, the
mechanics of scheduling had to be rethought.

BThe move from continuous replenishment to collaborative planning, forecasting and
replenishment (CPFR). It became apparent that it was necessary to go beyond the
customer’s warehouse and start using actual point-of-sale (POS) data. The linking of
demand planning to supply planning results in a process that resembles a pipeline that is
continually flowing rather than a static warehouse — joint business planning, promotion
planning, sales forecasting, order forecasting and promotion evaluation.
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THE VIRTUAL ORGANIZATION

Twenty years later, with the move towards greater collaboration and increased
outsourcing of both core and non-core activities, companies are becoming virtual
organizations. This is an organization that uses information and communications
technology to allow it to operate without defined physical boundaries between
different parts of the organization and its partners and suppliers. The result should
be a more responsive and flexible company with greater market orientation.

Kraut et al.? suggest that the features of a virtual organization are as follows:

W processes transcend the boundaries of a single form and are not controlled by a
single organizational hierarchy;

W production processes are flexible with different parties involved at different
times;

W parties involved in the production of a single product are often geographically
dispersed;

B given this dispersion, coordination is heavily dependent on telecommunications
and data networks.

Figure 1.1, the virtualization continuum, shows that the choices can be viewed as a
continuum. This continuum starts with the traditional vertical organization where
control remains totally within the organization, and through a stage of vertical
disintegration often termed supply chain disaggregation where the company moves to
outsource some, generally non-core, activities and to build up a network of
suppliers, focusing on its core activities and the automation of its processes. This
virtualization process eventually results in strategic alliances being formed with
suppliers and partners and a reliance on third parties to deliver the product.

Liijo=ils ,I The virtualization continuum

Vorical Vertical Vertical

organization

o Control remains
within company

O ‘lraditional
relationships with
suppliers and
customers

o In-house
manufacture

disinicgration

o Outsource some,
mainly non-core,
activities

o Start to build up
a network of
suppliers

o Automation of
processes

intcgration

0 OQutsourcing of
core and non-core
activities

O Strategic alliances
formed with
suppliers and
customers

11 Shared risk and
reward

———




The strategic benefits of business community integration I

Branded goods suppliers, notably in the telecommunications and hi-tech sectors, are
reinventing themselves as marketing operations, requiring an emphasis on
collaborative product design and configurable products tailored to markets and
individuals. In addition customer analytics provide price and revenue optimization
techniques that look at elasticity and each customer’s unique willingness to pay,
delivering increased profitability.

In 1978 the book value of financial and physical assets on average equalled some 95
per cent of the market value of an organization. In 2001 it is nearer 20 per cent. The
other 80 per cent is derived from intangible assets/intellectual capital, such as,
knowledge, brands, research and development, intellectual property, reputation and
relationships with employees, customers, suppliers and business partners.® Tangible
assets like property can be leased and manufacturing outsourced. Companies like
Nike, Benetton and Cisco can be argued to have more value as virtual companies
than if they owned their own production facilities.

PARTNERSHIPS

As businesses move towards virtualization, the forming of partnerships is of the
utmost importance. Examination of supply/demand chain strategy should not just
focus on automating and integrating existing supply chains but instead on
fundamentally questioning the basis of relationships with suppliers and distributors.
According to Stuart and McCutcheon cost is the main driver for partnership
management but the traditional approach of disintermediation is no longer
sufficient.* The traditional approach suggests:

W a focus on core competencies;
W a reduction in the numbers of suppliers;

W the development of strong partnership relationships built on shared information
and trust with the remaining suppliers.

When reviewing partnerships, companies need to decide the options for the extent
and control of the supply chain process. The decision will depend on the objective to
be achieved:

W If the objective is cost benefit, then a relationship with competitive tension is
required like competitive tendering, short-term contracts or spot market and
auctions, e.g e-marketplaces.

W If value-added benefits such as improved delivery speed, additional design features
and customization are required then the arm’s length approach is not appropriate.
Strategic alliances, investment stakes or cooperative partnerships like profit-
sharing partnerships, long-term contracts and preferred suppliers are the possible
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options. An example of such a strategic alliance would be the new c-business
solution from Cable & Wireless, Compag and Microsoft called a-Services.

Losing control of the process does not preclude an ability to exert strong control
over the outputs of the process. As the depth of the relationship between partners
increases then so does the requirement for exchange of information.

END-TO-END BUSINESS PROCESS MANAGEMENT

An E2E BPM strategy demands much more than software and web technology to
succeed, as we learnt from Procter & Gamble. Equally important to this revolution
is the complete change in culture needed to form successful collaborative
relationships between functions within the enterprise and with customers and
suppliers and the need to re-engineer business processes. This new process-based
structure and culture within organizations has been evolving over the past decade,
resulting in departmental boundaries between support functions being broken down.
The structure at the start of the twenty-first century looks very different, with
operational departments set up as strategic business units (SBU) and back-office
functions often incorporated into a shared service centre (SSC). The SSC might
well be located in, say, India or another economically advantageous geographical
location, with all other non-core processes, headed up

by a chief operations officer (COO) (see Figure 1.2).°
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This shows how the business typically interacts with the three main end-to-end
(E2E) processes as they become web-enabled:

W the supply/demand chain (B2B2C) incorporating e-procurement (B2B);
W the customer relationship process (B2C);
B the employee process (B2E).

These E2E processes are revolutionizing business practices (see Part Three, pp.
69-139).

The development of technology-driven finance

Manual Centralized Devolved Shared Web- Virtual
o based finance finance service enabled organization
Organization finance centres shared
services
Manual Big-box Local Global Fully Lights-out
financial computers servers, enterprise-wide integrated processing
Technology and cost PCs ERP end-to-end
ledgers processes
) Typed Standard Spreadsheet Electronic Decision Business
Reporting reports printout reporting reporting support intelligence
packs systems systems
Pre
1970s 1970s 1980s 1990s 2000s 2010s

Figure 1.3 shows how technology has evolved from department-specific systems
through enterprise-wide to lights-out E2E processing, and with it the evolution of
information to decision-support and then to business intelligence. This evolution is
predicted to be complete by 2010 when the need to house an SSC as a separate
processing unit will become unnecessary. Automated auditing processes, known as
‘auditbots’ are now being embedded into ERP software to audit all routine
transactions. With the fully automated and integrated model, the only manual
intervention that will be needed to operate the processes in the non-core functions
will be web and application systems maintenance and audit and exceptions
management when a problem occurs.

BPM software is now being developed to address the ever-growing pressures that
face business users today — allowing data to be passed between disparate operating
systems, converting data into business intelligence, managing application-to-
application integration and application-to-human interactions. The Butler Group
reports that regulatory bodies, such as the Business Process Management Initiative
(BPMI), are encouraging the use of standards to support the technology.® The key
issues for BPM are:
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B to provide the ability to respond to change whenever and wherever it occurs;

B to provide business users with application-agnostic solutions where the process-
centric approach to development overrides the restrictions, imposed by back-
office and legacy systems;

B increasing profitability, reducing error and cycle times;

W the automation wherever possible of manual processes.

Business process analysis requires an understanding of the activities involved in the
overall processes and the drivers of cost within those activities, e.g. the cost of
ensuring that the systems on which the business depends are kept running 24 hours
a day, seven days a week. Once in place the effective management of those
processes is needed to ensure that they are delivering to optimum performance (see
Part Four, pp. 145-222, including Chapter 15 on change management, which is the
key to successful re-engineering).

INTEL

Intel,” the $26 billion US chip giant, had already started to improve the effectiveness of its
Accounts Payable department, which handles 60 per cent of the firm’s transactions (about 1
million a year) and 75 per cent of the value of payments for Intel, by implementing the latest
EDI and imaging technology. Richard Taylor, corporate controller, wanted further
improvements and put forward a plan to move the whole operation to a single low-cost centre
such as India. He gave his team three months to come up with a better alternative.

Jeff Lupinacci, head of the BPR project, decided that this was not radical enough as a
solution and proposed ‘lights-out’ accounting. The process could be reduced to confirmation of a
purchase order and confirmation of receipt — the invoice was superfluous and could be
eliminated. The aim was to automate those two mechanisms by using web-enabled IT
solutions. Under the new system, when Intel staff want to buy something, they access their
firm’s web portal — which contains catalogues from authorized suppliers that list prices,
availability and contract terms — and place their order online. Once goods are received, they
enter a confirmation onto the system, which automatically triggers a payment. The average
cost per transaction was reduced from $8 in 1999 to $1 in 2001.

There are four main types of payment — direct materials, manufacturing support products,
services and consultants/temporary staff. Fortunately, the team was able to ‘piggy-back’ on
existing projects like e-procurement and EDI. Internal controls were built in for controlling
access to accounts payable data and ensuring that security was robust enough to guarantee
that payments were made only when goods were received. Hard copies of invoices are kept for
use in countries where it is obligatory.
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Case study 1.3

Cisco Systems

Cisco® employ 40,000 people worldwide with revenues in 2000 of $18 billion. Cisco’'s
technology — and more importantly its management ethos — allows it to close its books in 24
hours — a virtual close. It was management’s determination to get better information faster to
give the company competitive advantage that forced the changes. It helps that 90 per cent of
Cisco’s orders are received electronically and filtered through an Amsterdam office that acts
like a European SSC for revenue purposes, and that it sells indirectly through a few hundred
partners.

For example, when an order is received for a ‘lower end router’, it will go electronically into
the master scheduler in the database in San Jose. It then goes onto the production line at an
outsourced company in Scotland and is shipped to the customer — it never physically goes
near Cisco. Cisco owns only two of its 40 manufacturing operations — the rest are run by
partners, who participate in Cisco’s supply chain. Less than a quarter of all orders actually touch
Cisco — most are fulfilled directly by partners. Cisco owns the designs and software that
control its products, while the rest is in the hands of its manufacturing partners and resellers.
This makes Cisco as near as you get to a virtual corporation, yet it is the third most valuable
company in the world today.

Cisco has an EIS that operates like corporate telemetry. Key data is available on Cisco’s
intranet the next day and accessible for managers throughout the company to drill down, and
the sales people forecast on a weekly basis. Part of the sales team’s remuneration is based
on minimal divergence from linearity, which discourages tail-end bunching and all the
advantages that having evenly spread orders brings — process stability.
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THE WEB-ENABLED ORGANIZATION

The emergence of the Internet has opened up new possibilities and opportunities for
organizations in the way in which they interact with their customers, suppliers,
partners and employees. E-business can be defined as taking existing business
processes, and applying web technology to make them more efficient through
business collaboration and communication. E-commerce is causing organizations to
fundamentally review how their businesses operate to satisfy customers at the
lowest cost, resulting in the so-called ‘clicks and mortar’ approach by many
traditional businesses, who are offering an Internet channel in addition to their
traditional channels. Lessons learned from early adopters of e-commerce show that
new skills are needed but these do not need to be separated from the rest of the
business. Ford’s ConsumerConnect and e-GM have both now been integrated into
the mainstream businesses. There needs to be cohesion between business processes
and new technology. There is no doubt that organizations involved in B2C
marketing must have the ability to know that the item being ordered is in stock and
can be delivered in a short timescale. Even for those organizations without the
pressures brought by selling over the Web, this ability is very attractive,
particularly when it brings with it massive processing cost reductions, improved
productivity and satisfied customers.

In an e-business, typically, orders can be placed directly by customers on the Web,
then electronically processed via workflow techniques and passed via web-enabled
links to suppliers to execute. Payment is then made electronically. The support
functions are involved only where exceptions occur. The benefits of achieving seamless
integration between the organization’s systems and those of its employees, suppliers,
customers and other partners wherever they are geographically located is undoubtedly a
challenge but well worth the work involved in making it happen (see Figure 2.1).

HFEEENThe web-enabled organization

Source: Margaret May (2002)
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There is a need to have robust, internally integrated, business process-oriented
systems as a prerequisite to connecting to the wider business community. The
installation of enterprise resource planning (ERP) software (see Chapter 7, pp. 69-80),
that was undertaken in the late 1990s by many larger organizations to automate the
back-office, facilitates this requirement. These newly integrated ERP systems can
now be web-enabled allowing E2E processes to extend outside the organization. This
transfers the generation of source transactions to partners, suppliers, customers and
employees, removing the need to input orders or invoices within the company at all.
ERP and middleware integrated systems are now being linked to front-office customer
relationship management (CRM) and supply/demand chain management (SCM/DCM)
packages, which have automated these processes and produced even more strategic
and operational efficiency and information for decision-making purposes.

Case study 2.1
Dell

Dell* is one of the companies that has led the way in e-business. Dell's direct business
model is at the heart of the company and it has three central elements:

B one-to-one relationships with customers;

B products that are built-to-order for each customer;
B the lowest cost structure of any of their major competitors.

Dell's cost advantage is driven by:

B a lack of mark-ups from the reseller channel;
B their close relationship with suppliers;
B inventory management;

B operational efficiency.

The virtual integration of their suppliers and customer orders helped inventory drop from 33
days in 1994 to 5 days in 2001. The Internet has enabled suppliers and their suppliers to
have the most accurate, up-to-the-minute information about their products which Dell is
selling; they have unique insight into volumes, quality issues and customer satisfaction in
real-time via ‘valuechain.del.com’.

Dell first started using the Internet to serve customers in the late 1980s, allowing the
downloading of technical support drivers and information. It started selling systems over the
Web, which accounts for 50 per cent of orders worth over $10 million a day, in 1995 and
now spans 27 European countries in 18 languages and includes:
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B real-time online order status tracking;
B online ordering allowing 30,000 order configurations;

B technical support information with troubleshooting guides.

Dells 60,000 corporate and public sector business customers are provided with
‘PremierDell.com’, which is unique to each customer containing all aspects of the relationship
including pricing, catalogue and reports. Dell is working with these customers to further
integrate this into their ERP or e-procurement systems; for example, Aegon Group and Litton
PRC have cut their time and cost of generating purchase orders with Dell by about 80 per cent.
Dell also uses its intranet to interact with employees.

THE PUBLIC SECTOR

In the public sector e-business activity is driven by the government, which has decreed
that by 2005, 100 per cent of delivery of services will be by electronic means. This
will be achieved in different ways — from adding a web front-end to introducing fully
automated E2E processes involving back-end integration. The solution must improve
the service to the citizen and reduce costs. In 2002 the Chancellor earmarked an
additional £1 billion investment for government information technology in addition
to the £1 billion for NHS IT already announced.

Case study 2.2

Liverpool City Council

Liverpool City Council’s Chief Executive, David Henshaw, explained that there are huge
possibilities for cost reduction through e-government and that incremental improvement is no
longer acceptable, citing Liverpool’'s overhauling of its services using technology to bring cash
savings, improve the council's performance and reduce council tax for citizens.? In the past
three years LCC has risen from third bottom in the Best Value performance league table to
eighth, has cut £105 million a year off its cost base and reduced council tax by 3 per cent.
One of the projects that contributed was the integration of nine human resources departments
and eight payroll systems. The departments have been centralized and use an integrated
Oracle HR and payroll system and call centre and a frequently-asked-questions (FAQ) page
on the council’s intranet. It gives one version of the truth instead of nine and is taking £2.5
million annualized cost out of this service. An e-procurement system has also cut the number
of suppliers from 17,000 to 5,000 leading to annual savings of £5 million. LCC and BT signed
a partnership in 2001, which establishes a joint venture — Liverpool Direct — to operate the
council’'s customer call centre, the largest in the country.
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MEASUREMENT OF VALUE AND RETURN
ON INVESTMENT

Research

AMS conducted research into enterprise integration (EI),3 which it defines as the
effective integration of business processes, applications and organizations and the
implementation of technical solutions to support integration. The findings indicate
that there are major problems in the way that some of the 155 European companies
surveyed are approaching El. If they remain unchecked, they will inhibit companies
from realizing top- and bottom-line business benefits or a return on very significant
investment. AMS found that the majority of companies are approaching El on an ad
hoc basis and they estimate that 30 per cent of integration budgets are being wasted
as a result of inefficient practices. The survey revealed that 34 per cent of
organizations embark on projects without quantifiable objectives and 40 per cent
cannot specify when EI projects will pay back. While fewer than 40 per cent of
companies surveyed have a corporate team in place to coordinate implementation of
an enterprise integration strategy, organizations will only see real benefits if they
develop such a programme, mapping out clear links and dependencies between
projects. AMS would encourage companies to:

B develop an enterprise-level vision for El, endorsed at the highest level;

W define a robust, high-level strategy that will reduce the risk of failure or
derailment while providing flexibility as business needs change;

W develop a watertight business case for each project;

W justify costs at the programme and project level and regularly review each
against its business case;

W prioritize projects according to business needs to secure early returns in line with
the strategy;

leverage legacy systems and only fix what is broken;
address the skills gap by choosing an integration partner with care;
demand a robust methodology — the antidote to complexity;

look for programme management and business consulting skills, as well as
technical capabilities and legacy systems expertise.

The value comes from the business initiatives involved in moving to web-enabled,
collaborative E2E processes. IT, although the most expensive component of these
projects, is an enabler, not an end in itself. It should be the business driving the
technology not the technology driving the business. Research has shown that there is
no automatic correlation between the amount of money spent on IT per
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employee and company profitability, although if done well spectacular results can be
achieved. According to Strassmann:

Companies are finally fed up with the escalating costs of IT through
incompetent implementations. IT must be put into the hands of people who are
competent to deliver (outsourcers) and it has to be taken for granted. It must
be available when you need it, how you need it, cheaply, reliably and securely.
Companies need to worry about how to use it, not how to manage it. From
now on just watch the economics and the risk, not the technology.*

Companies must insist on quick payback times, thorough business plans and careful,
regular pre- and post-implementation analyses of all major technology projects.
According to CFO Europe,® companies aiming to bring value to technology
investments need:

W centralization to provide greater control and a helicopter view of an entire suite
of IT investments;

W a consistent methodology to increase objectivity and measurability during the
appraisal process;

W realistic assumptions to offer credible analysis covering a precise timeframe;

W risk-adjusted calculations to quantify how costs and benefits will affect return on
investment (ROI);

B accountability to identify who is responsible for which benefit and cost in every
IT investment;

B benchmarks and metrics to assess a project from the perspective of both the IT
department and the end user;

B a CFO-CIO partnership to increase the alignment of technology spending with
business strategies.

The balanced scorecard

The value generated from these projects must be explained in terms of the business
benefits, which will eventually result in savings or contributions to the bottom line.
The key is to have the IT agenda articulated in a way that the business can
understand. Benefits management recognizes that there is an adoption curve for new
systems and practices, starting with users learning the new system, a crossover period
and then a period when financial benefits start to accrue. At these transitional stages
uptake, penetration and proper usage can be measured against targets.
Tools like the balanced scorecard (BSC) can be applied equally to measuring these

benefits and this will help show up harder to quantify measures such as, for
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example, shortening business cycles, reduced rework and innovation rates. The BSC
developed by Kaplan and Norton is used today to translate strategy, by means of
strategy maps, into a cause and effect led implementation plan that can be measured
at each stage in terms of all business perspectives. These should include ‘innovation
and learning’, e.g. employee preparedness, ‘internal business’, e.g. speed of
fulfilment process, level of inventory held and the ‘customer perspective’, e.g.
customer satisfaction, as well as the resultant ‘financial’ outcomes. The philosophy
demands that the whole business involve itself in this process, taking responsibility
for defining the benefits and cost justification of the overall project including the
large element of IT involved.

The balanced scorecard approach can be applied in a matter of days, providing the
company is clear on the knowledge level and understanding of the project is sound.
If it takes longer then it is because the company is unable to clearly define issues
regarding project scope, business strategy, market climate or departmental
alignment. Extra time spent in these circumstances is not wasted but invaluable in
saving the company from moving forward with a plan that is not fully thought
through. Responsibility for managing the project to timescales and agreed budgets is
a separate, but equally guantifiable, responsibility.
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T
his subject, illustrated in Figure 2.2, is covered in detail in Transforming the
Finance Function® along with other integrated performance measurement tools and
techniques: benchmarking, value-based management, shareholder value analysis
techniques like EVA™, risk management and valuation of intangible assets.
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Case study 2.3

Delta Air Lines

Delta Air Lines’ prioritizes its Internet projects based on NPV and strategic value representing
customer service — both are weighted to arrive at a total value score. This is then plotted
against risk, which equals the size of the initial investment in the project, the resources
required to develop and implement it and an assessment of possible technological hurdles,
such as the rate at which the system becomes obsolete. The introduction of wireless Internet
services that give customers quick access to a wide array of flight information went live in
2000. Delta assesses ROI in terms of both productivity and cost savings. The productivity
metric helps in calculating NPV and strategic value, e.g. it estimates how many more
revenue-producing calls (bookings) will be handled by customer agents as a result of wireless
self-service and how many calls will be saved on check-in and seat allocation details.

Case study 2.4

National City

National City® undertook an integration project to develop an EAI architecture to replace
point-to-point connections between legacy applications. The IS payback was lower
development and maintenance costs and faster deployment of new features. The enterprise
payback was faster to market with new products, a reduced risk of failure during system
upgrades and changes, and customers receiving consistent data in all channels.

Case study 2.5
Cabot

Cabot® revamped front- and back-office business processes worldwide, supported by
standardized and integrated enterprise software systems. The IS payback was getting better
deals from vendors and savings on development and maintenance. The enterprise payback
was global sharing and reporting of information, better service to global customers and e-
business enablement.

Case study 2.6

Con -Way Transportation Services

Con -Way Transportation Services installed a data warehouse, CRM system, enterprise
portal and web services connectivity to suppliers. The IS payback was that users can
generate their own reports without relying on IS and that applications are easier to maintain
and support. The enterprise payback was a single view of customer activity across the
company’s multiple business units improving service.
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OUTSOURCING AND APPLICATION SERVICE PROVIDERS

Outsourcing

In the second half of the 1990s, outsourcing deals moved into a second generation.
No longer is the emphasis on highly prescriptive contracts, but instead on risk
sharing, partnerships and joint ventures. CSC is quoted as saying:

In the past, companies would ask how much of a contract would be value-
added services, but never made any buying decisions on that. Now they are
making decisions on the basis o f what added value can be provided.

These arrangements recognize the shortcomings of earlier outsourcing contracts
and, through various different innovative collaborative partnerships, have tried to
overcome them. In particular, the inevitable conflict of interests and lack of incentive
to save money and add value inherent in the old-style deals have been addressed.

Case study 2.7

Thames Water

Thames Water, in 1997, formed a joint collaboration with Accenture creating Connect 2020 to
run Thames Water’s supply chain. Wholly owned by Thames Water, the operation is run
under contract by the consulting firm. The brief runs from negotiating the purchase of £300
million in goods and services a year to managing their fleet of lorries. A seven-year
extendable contract includes Accenture getting a share of any improvements in working
capital savings. Thirty payment and purchasing staff and 130 other employees were
transferred. Savings have been substantial with £22 million shaved from the costs in the first
two years. Quarterly reviews with a balanced scorecard are undertaken.

Application service providers (ASP)

ASP rent out hosted applications over the Web. Hosting, at its simplest, involves a
service provider hosting data on servers in a location outside the end-user
organization’s own facilities. The service provider manages the servers, network
connection and other equipment required in a dedicated and secure Internet data
centre. Hosting is increasingly including a complex array of e-business functions
and value-added services. Gartner Group predict that outsourcing will become the
preferred choice for hosting.'> ASP enable a business to have access to applications
that would otherwise be too costly to implement and run on an affordable rental
basis. It is attractive to be able to keep up to date with the latest technology without
having to undergo the pain of installing, maintaining and updating the
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system. Many companies now provide Web hosting particularly aimed at the SME
marketplace. The advent of e-business means that smaller organizations can
compete more easily with larger companies and by using a web-hosting company
they save the expense of buying equipment as well as ensuring that the server stays
running all the time (see Figure 2.3).
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Costs
There are four ASP payment methods:

W per transaction;

W fixed contract, variable applications — a flat fee per person for multiple
applications;

W fixed contract, standard applications — e.g. ERP, with cost per user;
W pay-per-use — based on total time users spend on the system.

Gartner estimate that companies can save 20-40 per cent on application costs
based on estimates of internal systems support charges. The analysts IDC believe
that by 2010 the market will grow to the point where practically all software will
be rented rather than bought.*® This growth will depend on ASPs providing the
right combination of applications, services and infrastructure, facilitated now
with entry into the market by big players like SAP, Siebel and Oracle. Oracle has
teamed up with BT Ignite to lease its software E-Business Suite Online Any Place
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throughout Europe where it will take advantage on BT Ignite’s network of data
centres. Companies wishing to use this service will not have to configure a single
piece of software and could go live within ten days. In the USA this service costs
between £200 and £500 per user per month.

Benefits of outsourcing®*

W Service level agreements (SLAS) — to maintain control of the company’s
infrastructure.

W Scaling — a managed service provider will have the expertise, resources and
vendor partnerships to ensure that their customers can anticipate and plan for
the impact of a changing business environment via capacity planning and new
technology testing.

W Lifecycle support — from the outset to design to upgrade and support
applications and business needs

W Accelerating time-to-market — speeds up the deployment of new and the
re-tooling and re-scaling of existing applications.

W Maximizing performance and availability — expertise to deal with transaction
loads and traffic peaks and support that ensures availability 24 hours a day,
seven days a week.

B Maintaining security — economies of scale allow state-of-the-art safeguards.

B Providing global reach — national and global connectivity, support and
management.

W Cost predictability — this focuses on the total cost of ownership (TCO) and
spreads this as an annual fixed cost.

B Focus on value creation — technical resources are free to concentrate on new
business opportunities, customer relationships and competitive differentiation.

B Enabling flexibility — the need to constantly change quickly to react to business
needs is facilitated by a service provider.

Case study 2.8

BP Amoco

BP Amoco went to the ASP Asera to implement and manage a new web-based ordering
system for its specialist chemicals customers and benefited from a time-to-market of just 90
days to roll out this new channel.
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Case study 2.9

Nissan North America

Nissan North America has paid eCustomerCentric Solutions to host a sales-led
management system that Nissan uses to distribute leads automatically among 153 car
dealerships. This programme is tied to a CRM application from E.piphany, which is hosted
by ASP users Interrelate. Steven Silver, director of e-business, attests that:

The challenges of integration are present whether you’re integrating your own system or
integrating into systems that other people are hosting. That’s partly why you pay an ASP
— So it's their headache instead of yours. But the tail shouldn’t wag the dog. First I'm
going to pick my application, then my search for an ASP will be predicated on who has a
proven track record in hosting the application. One good way to find the perfect host is to

talk to the maker of the application.®

Case study 2.10

Rolls Royce

Rolls Royce, the global aerospace, defence, marine and energy group announced in 2000
that it was extending its relationship with EDS, which originated in 1996, to provide
technology services and solutions, covering e-business and supply chain management — a
deal worth $2.1 billion. The focus of the initial phase will be enabling business integration
and workshare collaboration. This will include e-business solutions, with plans currently for
three portals covering supply chain, design collaboration and corporate information, involving
ASP offerings. EDS is already responsible for Rolls Royce’s IT infrastructure, network, systems

and applications and end-user support.
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THE INTERNET AND THE WEB

The Internet is a powerful tool, allowing communication between millions of
computers worldwide. Information is transmitted from client PCs whose users
request services, i.e. effectively it operates as a large client/server system through
local Internet service providers (ISPs). These ISPs are linked to larger ISPs, which in
turn are connected with the backbones, which are national and international links —
the in formation superhighway. The Internet provides the communications network
and the standard mechanism for exchanging and publishing information on it is
termed the World Wide Web (www or the Web).

The Web is accessed through a web browser which displays web pages of
embedded graphics and standard document formats such as HTML and XML (see p.
33). All Web interaction is charged at the local rate. Developing Web technology has
facilitated the building of web-based organizations with interconnectivity to
employees, customers, suppliers and partners. Internet technology has enabled the
growth of online business-to-business (B2B), business-to-consumer (B2C) and
business-to-employee (B2E) communication. By being able to communicate in a
common format and integrate back-end systems with new customer-focused
applications, for example, Mondus operates a virtual account, where buyers and
suppliers can view their transaction histories. The architecture allows it to integrate
directly with the buyers’ or suppliers’ back-end systems and covers all stages from
purchase to payment to delivery.

The Web facilitates:

B the Internet (public), intranet (internal to a company) and extranet (wider
business network);

speed and ease of communication, e.g. e-mail, document attachments;
access to data on other organizations and learning — web pages;
bulletin boards for questions and technical support;

the opportunity to promote/sell products via a website — B2C;

the ability to rent software applications — ASP;

a quick, convenient, reliable method of transmitting data, facilitating business
community integration (BCI), e.g. place/receive orders, software upgrades — B2B;

enterprise portals enabling access to information — B2E;
links to mobile devices, e.g. WAP — B2M;
links to telecommunications, e.g. VolP, VPN;

hyperlinks, which enable links from one place in a document to another, or to
another document or website — surfing;

W the integration of graphics and animation into pages;

cEL



IPart Two: Technological and Legal Considerations

(325

W interaction through use of HTML forms, e.g. request or search for information or
make comments;

M a synchronous communications tool allowing text-based chat between different
users logged on at the same time — Internet relay chat.

INTRANETS AND EXTRANETS

An intranet is a secure internal network where access is limited via firewalls to
members or employees of an organization, like a mini Internet. It is a network of
computers set up to be closed to the outside world which:

B allows access to traditionally ‘difficult-to-access’ information to those within the
company;

B allows occasional users of packages to access them without the need for

package-specific training;

facilitates information and knowledge management;

facilitates access and distribution to remote offices worldwide;

runs the same application types as the Internet, including e-mail and the Web;

can provide animated instructions on how to sell a product or assemble it, price
lists schedules, stock levels, etc.;

W carries information such as phone directories, organization charts, pictures of staff,
procedures and quality manuals, staff bulletin boards, newsletters, vacancies,
training, etc.

So successful are these systems that companies now have to use strict codes of
conduct and “filtering’ systems to ensure that only priority information is received and
read (see e-mail management policy on p. 60 and content management systems on p.
90).

An extranet is an extension of an intranet and can be described as a secure
network of users that encompasses organizations and people outside the business,
set up to facilitate B2B and B2C activity. Extranets would be used for activities
such as tracking delivery of goods, ordering products from suppliers or customer
assistance from a supplier online. By means of an extranet suppliers can also
receive proposals, submit bids, provide documents and collect payments.

INTERNET STANDARDS AND PROTOCOLS

B HTTP (hypertext transfer protocol) has become the standard which defines the
way data is transmitted across the Internet between web browsers and servers.
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[ | HTML (hypertext mark-up language) has become the standard format used
to define the layout and text of web pages for presentational purposes.

[ | XML (extensible mark-up language), developed by the World Wide Web
Consortium (W3C), has become the industry standard for transferring structured
data. XML, the specification that labels textual content on the Web, can allow a
business to extract data from back-end systems and put it into a standard format
that other businesses can ingest directly into their own back-end systems. Most
major software companies, including IBM, Microsoft, Sun, SAP and Oracle, are
committed to the support of various XML standards. For example, with an
XML-based accounting system, an XML invoice can be generated and
despatched by e-mail to the customer, who can open it or automatically update
their accounting systems.

u SOAP (simple object access protocol) is an XML-based protocol that is
rapidly becoming the industry standard for describing the content of an XML
message and how to process it, enabling application-to-application
communications across platforms. It is used in web services — see p. 34.

] XBML (extensible business mark-up language) and XBRL (extensible
business reporting language) applies XML technology to business reporting,
benefiting the whole business reporting supply chain from those that prepare the
data to those that use it. With XBRL each piece of financial data posted on the
Web is given a digital tag to explain what it is, e.g. revenue figures have one sort of
tag, while profit figures have another, thus enabling search engines to quickly and
easily retrieve relevant data. It is used to publish, distribute, analyse and
exchange financial statements digitally. XBRL relies on existing accounting
standards. Reuters was the first European company to publish its results using
XBRL over the Web in October 2001.

| eBIS-XML is an initiative from BASDA (the Business and Accounting
Software Developers Association) and operates at the transaction level. Like EDI
(see p. 51), it enables the direct exchange of purchase orders, invoices and other
business documents in computer readable format. The beauty of eBIS-XML is its
simplicity. The information is sent as a standard e-mail attachment and the user’s
accounting system automatically strips out the e-mail and populates the relevant
files with the data it contains. This means that what used to take years on EDI can
be done in days and is accessible to all, including smaller organizations.
Participants include Sage as well as SAP and Oracle.

] Microso ft ’s BizTalk comes in two parts. The first part is the framework,
where developers can upload their schemas, so everyone can see and download
them. The second part is BizTalk Server, which will act as a translation engine
between vendor systems, provided each vendor has developed its own front-end
schema to BizTalk. It will convert messages into XML-based schema as well as

e
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acting as a routing engine and passing the message on. This includes taking EDI
and translating it into XML.

= TCP/IP, the transmission control protocol, is a transport layer protocol that
moves data between applications. The Internet protocol is a network layer
protocol that moves data between host computers. These are part of a larger set
of standards known as the Open Systems Interconnection (OSl).

WEB SERVICES

Web services is a term applied to both the tools used to build easy-to-integrate
web-based applications and to the underlying technology standards on which they
rely. These services are really an emerging set of protocols and standards that will
allow software programs to describe themselves to each other and integrate with
each other without the handcrafting that has marked most systems integration
efforts to date. Combining lessons learnt over years of project developments by
internal and external IT staff with the openness of the Internet and the result is the
ability to use these already developed ‘solutions’ to put together new applications
in a short space of time. Web services are reusable software components available
over the Internet, e.g. to calculate a price, carry out credit checking or provide an
accounts payable routine. What excites many IT professionals is how easy it is to
build and integrate software using web services, like snapping together pieces of
Lego. Programmers already schooled in objectoriented design find the transition
easy.

While installed applications tend to be robust, inflexible, proprietary and
expensive, web services are much less robust, flexible, open and affordable, with
hosted applications falling somewhere between the two.! Web service networks
are designed for corporate users that need high performance secure data and
transactions, recombinant web services sutured together from smaller component
web services, performance monitoring, transaction status reporting and service
management. For example, if a company wanted to let a supplier access inventory
levels in its ERP system, instead of building a new application with a separate
interface and integrating it with the ERP system, the company could wrap the
ERP inventory functionality in XML, expose it quickly as a web service and
deploy it to the supplier over a web service network. Because it is reusable the
same code could be used again for similar services for other suppliers. It permits the
suppliers to securely access the data, authenticates users and improves
performance by carrying out tasks such as XML compression. They are logic
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layers that run on the Internet or a customer’s WAN and customers lease the
services. ASPs can host web services over a web service network so they can offer
both web and hosted services.

Web services are likely to result in some companies adopting a ‘virtual 1T’
department while others turn in-house IT into a profit centre. Web services are
expected to creep into organizations gradually, incorporated into new applications or
working quietly behind the scenes in software that companies rent from ASPs. By
everyone writing to a web services standard when integrating supply chains, EDI
and other BCI projects this revolution will start to leap forward.

Open standards

W The Universal Description Discovery and Integration (UDDI) project, supported
by Microsoft, IBM, Ariba and many other IT companies and users including
Ford, Boeing and BT, is a widely supported set of standards. The UDDI business
registry is a series of public databases in which companies record the web services
they offer — this can be interfaced either by people or application programs
looking for such services and integrating them into other applications.

W SOAP applications built with web services standards will describe themselves to
each other so they can link up automatically (see p. 33).

W Microsoft’s Hailstorm is a suite of web services that authenticate the identity of
users, establish what rights they have to use particular services and arrange
payment.

B Microso ft ’s .Net 2.0 Web Services platform focuses on integration with Windows
2000. It has open architecture giving customers flexibility and a renewed focus
on application integration and B2B. Applications can display their content
through Microsoft Office and .Net, allowing smaller companies to interact with
large CRM packages like Siebel without a big infrastructure upgrade or software
expense — anything that is XML-based.

Case study 3.1
CGU Life

CGU Life? use PlanLab from the ASP Impact Technologies. A software application gathers
financial data about a prospective client, sends that information via the Internet to a secured
website, where a CGU Life analyst can pass it through several applications at once, creating an
estate plan. Working with Microsoft.Net products, Impact developers achieved a fourfold
boost to productivity, without undergoing significant training.
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Royal Dutch/Shell

Royal Dutch/Shell? in conjunction with the UK government and with help from IBM are now
passing volumes of data automatically that was once provided to the government in paper

Case study 3.3

form, using web services communications protocols.
Storebrand

Storebrand,? a financial services company in Norway, began building the infrastructure for its
web services using IBM’s WebSphere platform in the late 1990s, spending much of the time
building an application server with the aim of linking web systems to the company’s database.
The work invested over this time has meant that its specifications for web services were
published for their first project in 2001 enabling their customer database to ‘talk’ with the
payroll applications of companies enrolled in its pension plans, using a messaging tool called
Lotus Domino to authenticate identification. With this framework in place creating a new web
service simply entails rewrapping existing programs without reprogramming. As part of the
company’s general ‘good architectural thinking’ the CFO expects web services to play a large
part in helping its application development and management costs to be reduced by as much
as 75 per cent.

ENTERPRISE APPLICATION INTEGRATION

The need to be able to seamlessly integrate many different systems both inside the
organization and outside with partners’, customers’ and suppliers’ systems is
paramount to the success of an e-business strategy. A new generation of
middleware designed for enterprise application integration (EAI) frees developers
from writing routines to handle reliable data transfer and from enforcing
transactional integrity. EAI packaged applications are available to link ERP, CRM,
etc., incorporating logic to link the functionality between the different systems.
This enables those legacy systems, still critical to the success of the organization, to
be linked to the enterprise-wide systems to provide true business integration.
Introduced in the mid 1990s, EAI provides an orderly way for companies to update,
coordinate and consolidate interfaces from a single hub, or ‘bus’ in EAI jargon.®
Because all the applications feed into the hub, a lot of integration work is
streamlined and automated, dramatically reducing the number of interfaces. EAI
packages have open architecture and graphics and differentiate themselves by the
number, quality, functionality and level of intelligence of their adapters. Adapters
are the software components which provide formatting, data
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transmission and validation, e.g. can insert real data in real time into the correct
accounts payable field or invoice line item of a target application.

Research

Over the past four to five years EAI products have moved from just delivering the
services to do the integrating to developing a much more robust product that
automates all the coding. Research by Mercator Software has showed that 26 per
cent of programming time is devoted to the integration of business applications
and unnecessarily antiquated methods like hand coding (known as point-to-point)
are still being widely used. As organizations shift from PCs to handheld mobile
(m-commerce) and wireless devices it will be necessary for 95 per cent of the
business’s data to be accessible over the Web.

VNU polled 240 IT leaders at medium and large organizations in all sectors
across the UK and found a marked lack of preparedness for application
integration. While most IT managers believe integration can cut costs and
improve productivity and flexibility, most struggle to gain business backing — only
15 per cent have a budget for integration, even though experience shows that 30 per
cent of IT spend is actually on integration. At Microsoft’s launch of BizTalk Server
2002, it was argued that companies need to establish centralized, in-house
integration teams. Armed with the right middleware, they can make a huge impact
on corporate performance. An AMS survey in 2002 of 128 companies in Europe
that rely heavily on technology, found that only a third of the respondents were
using high-end EAI tools. Another third were using low-end integration tools or
middleware and the rest still chose point-to-point integration.

One of several reasons for this trend is lack of awareness, with only about 5 per
cent of companies in Germany fully understanding what EAI is and what it is
capable of doing, according to IT experts MetaGroup.® Gartner believe that
another reason is that none of the vendors offer a uniform set of features, making it
difficult for companies to assess and compare products. Tibco, SeeBeyond and
IBM are the largest worldwide players, but none have more than 15 per cent of
the market. These are followed by WebMethods, Vitria, Mercator and BEA
systems. Then at the low-end there are tools such as Microsoft’s BizTalk.
Differences in cost vary from €500,000 for full-blown EAI tools to €50,000 for
the low-end range, which are adequate in smaller, simpler scenarios.

Case study 3.4

Jefferson County

Jefferson County® in Denver had an annual IT budget of $4 million, 25 per cent of which was
going towards maintaining 160 applications. New integration software could reduce the
maintenance cost by automating all the point-to-point integration and it would speed up the

)
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development of new online information services. They managed to purchase part only of the
WebLogic Integration. After one year they reduced the cost of integrating their ERP system
with their Oracle database by 65 per cent as well as providing high-quality online information for
residents.

Case study 3.5

Telia

Telia,”

the Swedish Internet and telecom company, found itself with over 1,000 applications and
customer service was starting to suffer as a result. Since September 2000 they have been
running an ‘Enterprise Nervous System’ with Tibco EAl at the hub, replacing all old
point-to-point interfaces. They claim an ROI of 149 per cent, thanks largely to the reduction in
the number of interfaces that have to be built and maintained, with a payback period of nine
months.

Case study 3.6

Coats

Coats,? the thread manufacturers, had a valued customer who wanted to be able to check
inventory and order goods using its own coding system which was different to theirs — and they
wanted this in six weeks. Coats chose a web-based integration product, Verastream Integration
Broker, from WRQ, which provided a non-invasive framework for combining IT systems. The
integration is done at the business process level, leaving the original systems untouched. The
project was finished on time and at a fraction of the cost of traditional methods.

DATA STO RAG E

According to IDC, corporate demand for storage services is rising nearly 80 per cent
a year worldwide.® With storage costs making up between 30 and 50 per cent of a
company’s IT budget, the good news is that the raw cost of physical storage, i.e. disk
drives, tape systems, etc., is falling by up to 50 per cent a year. The bad news is that
storing and managing data costs almost three times as much as acquiring it. This
means that the traditional solution of buying more direct attached storage (DAS)
has shortcomings when it comes to dealing with e-commerce, which requires faster
and wider access to data. Two new models have emerged to solve the problems of
substituting a one-to-one link between a computer and storage unit with a many-to-
many arrangement:

= Network attached storage (NAS) consolidates file storage in a single-purpose
‘appliance’, which literally plugs into a company local area network (LAN)
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which is intended for file sharing or e-mails. It uses Gigabit Ethernet, a soupedup
version of the local area network (LAN), which transfers data between storage
systems or small computer system interface (iSCSI), which connects storage
devices to computer systems.

= A storage area network (SAN) brings together bits of data as opposed to files,
allowing multiple servers to share a single pool of storage devices arranged as a
network. It is intended to sit behind applications like sales and finance and serve
up data in response to queries, using a fibre channel as its method of transferring
data between storage units in a SAN at speeds of up to two gigabytes per second.

The demands of information and e-commerce on the need for storage capacity has led
to a new purchasing arrangement, particularly popular with e-tailers, called
capacity on demand (COD). COD enables companies to buy or lease robust
systems, but pay only for the capacity they use. If an online operator needs
additional storage or processors, the customer is billed. Suppliers include Sun’s
Capacity Assurance Suite and Hewlett-Packard’s iCOD.
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INTRODUCTION

Wireless means transmitting signals over invisible radio waves instead of wires. It is
used from something as simple as making a phone call to the complexity involved
in enabling the sales force to access information from an ERP application. It means
new, more convenient ways of staying in touch with suppliers, customers and
employees. Although mobile data is already bringing significant benefits to the
supply chain, many businesses still fail to understand the technology’s potential
impact on profitability. A suite of mobile and wireless technologies exists today
that are stable, available and relevant for use in the supply chain. According to
Deloitte Consulting, organizations deploying the technology have enjoyed payback
periods of under one year and ROI of hundreds of per cent — and this is without 3G
(third-generation wireless technology that is packet based and always switched on).!
The key to mobile’s impact on the supply chain results from a faster flow of
relevant information. The quicker that staff have access to critical data, wherever
they may be, the faster decisions can be taken. A mobile powered supply chain can
positively impact several key areas including:

B Cost control — faster and more accurate information and communications result
in smaller, more precise inventories and cashfl