A systems approach to
e-business devel opment

Richard Stevens
Advisor to the Telelogics CTO

The Nordic Systems Engineering
Boat Seminar 2000, 25-26th October



Objectives and Structure

This presentation shows how requirements management (and
systems engineering) are used to develop and operate e-businesses

This presentation is primarily about principles and methods, not tools

1. e-businessischanging the shape of all busnesses
2: Reguirementsin the new e-businesslifecycle

3. Case studies

4. Setting up arequirements-driven e-business
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e-businessis changing
the shape of businesses
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In a knowledge economy, ‘things’ are worth less, while
ideas, IP, and information are worth more - for everyone,
not just dotcom companies

‘Time to market with the right product’ is critical - we have to
shrink development times, reduce risk, improve quality

Constant mergers/acquisitions, process automation taken for
granted, reduced manpower

Globalized competition, destruction of national trade barriers (no
local hiding places), - companies must look outwards

Increased customer knowledge of quality and functionality
demands aricher product offering

Software as the dominant force of change in everything

Qutsourcing of non-critical components, and use of bought-in
‘transferred technology’ and existing commercial components

The company and its products are becoming knowledge-based
through software - control is now through electronic
information not paper

An industrial revolution that is changing the world ... rapidly
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What Is e-business?

¢ In an e-business, virtual
Information-based systems

replace older physical systems

(> The Internet provides minimal-
cost information access

e

business

4t

business

N

business

a4

\C

consumer

)/

C O This applies to the product itself, but also to the way in
which it marketed, and how it is developed

C O The product offering needs to be reorganized to
account for minimal information costs

C ) Every business and every part of the business is affected

(D Results in reduced costs, elimination of the middleman,
& closer interaction between the enterprise, its

partners and customers

O Disintermediation - there is much less of a need for an

Intermediary between supplier and consumer
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Basic statistics of e-commerce

US e-commerce $43bn in 1999, $1300bn by 2003 - about
10% of business by 2003

Internet banking 2% in 1997, 4.7% in 1999, 13.7% in 2000

Investing through the Internet - 0.8% in 1997, 1.1% in
1999, 2.4% in 2000

Every minute 1.2 new servers are connected to the Internet
(53,000 per month)

80m usersin 1997, 330m in 2002, 1000m in 2008



The economics of information

O The value of an organization is increasingly in its
Information assets rather than physical assets

O The economics of information are quite different to
those of physical items (“Blown to bits”)

O The Internet destroys the barriers between information
and its carrier (e.g. paper, TV)

O Information is subject to the laws of increasing return -
find it once, use it many times, and you do not lose it

when you sell it

O Every industrial productis a compromised bundle of
physical and information elements

O The changing economics of Internet information
means that different bundles are better compromises

“Ultimately we are an information broker” -
Jeff Bezos, founder of Amazon



@ Products and services must be deconstructed and
re-shaped for a virtual world

@ This applies everywhere e.g. IT systems, planes,
weapons, communications & commercial products

Before After
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Informational Phyg Cal] [ififimi el - iemmEemsL
' Informational Physcall |nformational
\épnf}:fnla?jﬂ Physcal ) . Informational [Physcal] ) J
Local bookstore Amazon
Printing)[Casn [Travel “Printing Cash )
Y (Travd — Ordering
Writing  (Bookshop | writng -~ \Web display
[PUb“ShiﬂQ] Transport Publishing Book search
& Marketing | lnventory \_ Marketing |Postage )

The new nature of products

n283



Internal adoption of e-business

C Theinternal adoption of e-commerce follows a path from
e-mail from initial sensitization to Internet-based process
iImprovement then cross-process investment

@ Theroadblock is the process definition and (now) exposing
internal process to customers securely

Build a " Limited | (Enhanced Accessto

[Useof]b[ Useof] Web site for ||| cuStomer D CCeSSTO |\ it enr ated
|

e-mail nternet|/ Information co?g%ejgiaoess eg‘ﬂg?,gseg busness
only processes

\_ processes ) |\ processes,
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20 year sof process improvement
now needsto movetoIntranets Enaplesglobal

N\ informzition exchange
Process
re-lzélre%(i:gﬁsf aléto mdatiO_n % The
and re-design Internet
Moore'sLaw % Metcalfe sLaw
Microelectronic
revolution

M o/e raw processng power,
Information handling and
communication capability

The business becomes virtual
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Contradictions in e-business requirements

Time to market is even more critical than normal - we cannot
delay development because of requirements or test (but
both are essential)

We want the e-business site to be driven by enterprise objectives
- but without stifling its innovation

The e-business must be able to evolve rapidly - innovation is
always intense - and with a small window of predictability

Monitoring of competitors, tools and technology change
IS essential

There’s always too much to do - so trade-offs of requirements vs
resources is continual

Commercial products are used intensively - we have to choose
and maintain them carefully (especially how they evolve)

How can we have discipline without destr oying innovation?
- easy. resources and organization
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Being first is important

@ Belingfirstin an e-busness %Iaqeisimportant - ak
Amazon, Yahoo!, eBay, HotMail
B> You grab the land
B> Get the reputation and brand awareness

B> Get the early and creative adopters
B> Everyone has to discuss the domain relative to you

@ But being first isnot enough - ask PeaPod,
Digital Research, CDNow, Apollo, 3DO

P> Everyone has someone to aim at, and copy from. They offer
the same services, but better and cheaper, and you’'re out

B> You get set in your ways, don’t listen to customers, and the
next disruptive change leaves you high and dry

> vou choose the wrong architecture and can’t scale up for
new services

> Tl\rllebl? ri)cks and mortar brigade strike back (e.g. Barnes and
oble

B> Serviceis unreliable, and customers evaporate
Metcalfe sLaw of increasing return
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Case study in being first - HotMail

> Sabheer Bhatia had the idea for HotMail in Dec 1995,
and sold 15% of the company for $300k to a VC

@ Development from Feb to July 1996 in secrecy,
because the idea could have been cloned at any time

@ Launched July 4th 1996, 100 customers in first hour,
then 200, 250 per hour, >30m now

@ No real rival ever emerged - a six-month lead was
more than enough to crush competition

@ Microsoft come sniffing in Autumn 97 with an initial
bid for $50m (or we crush you)

@ After arm-twisting, HotMail sold on New Year’s Eve
1997 for $400m, shocking even Silicon Valley

“By the time that Microsoft figured it out, we
had 6m customers’ - Sabheer Bhatia
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With bumps and crashes as the revolution happens

2000 saw many e-business collapses - BOO.COM burnt through
$120m, BOXMAN in CDs, CLICKMANGO in food

In other cases, the value of the business collapsed e.g. Amazon
shares went from $110 to $20 - an asset loss of >$20bn
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Quality Is important too

A site may initially be simple, but won't go far if it is
low-quality

The challenges faced by e-commerce companies are the
same for traditional organizations - quality, time to

market, change management
e-infra
“The e-business should have a positive siructure
cash flow within 30 months’ —the CEO

“*My credit card information must be secure’ —the consumer

Quality has many dimensions such
as reliability, scalability,
attractiveness, security

Example requirements

“The page shall load in less than 8 secondsfor the average
customer”™ —the designer

_Quality Is conformance to requirements - Crosby



e-business is a disruptive change

*from* The Innovator’s Dilemma” by Christensen

O Defending dominance is often a disadvantage

O Techniques that work for normal, smaller changes
are not sufficient

@ Upstart companies normal displace dominant
companies in a period of disruptive change

O The best policy for adominant company is to make
Its new group behave like a start-up

Encarta vs Encyclopedia Britannica



Requirementsin the
e-business lifecycle



Drivers for the e-business lifecycle

Cost becomes secondary

Functionality can be Ti MENL

implemented in parts, : = .
driven by priority Dellverable|=-kQuaI|ty]
Quality remains key i

particularly in security &

scalability

Performance is always an issue

TIME is critical, particularly in comparison to the competition
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Rapid release cycle

| nformation from Schwab

> New versions are released every
E-business system 20-40 days
release 1

\/

P> Typically 30-50 new functions per
release - the product gradually
grows more complex

] : > Intense, continuous feedback from
E-business system customers, new tools and concepts

release arising continuously
—_ P> Conseguences:
: Requirements capture and prioritization
E-business system are continuous, remorseless activities.
release 3 P> Testing has to be highly automated, with

compl ete regression testing

P> Performance modeling and load
analysis become critical

g More subtly, you must continuously
document the architecture - or guess
what will happen?
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The evolutionary lifecycle
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The new e-business lifecycle
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The traditional lifecycle needs heavy modification:

O Totally evolutionary, releases every few weeks

O Feedback from users Is intense and continuous

O Testin
fixing

must be automated and continuous - bug-
as to be iImmediate

O Customer prioritization and compromise on
requirements are integrated into the lifecycle

Release 1 Release 2 Release 3 Release 4 Release5 Release 6
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Prototyping g

eeeeeee

Where you have to have something, but the risks are too
high (e.g. unstable requirements), you have to prototype

Prime uses for prototyping are for technology
exploration and checking out commercial components

Prototypes reduce risk by generating information -
they are not real systems

Prototypes can be physical representations, emulations,
analysis models, drawings, feasibility studles or
modeling & simulation

Prototypes are ‘thrown away’ after use

Educate your customer about the differences between
prototyping and evolutionary development




The benefits of a requirements-driven approach

O e-business systems are complex, adaptive, expensive
($.5to $5m), & business-critical

O The business objectives may be untypical - to maximize
growth, value not profits

O A requirements-driven Business
approach can: ob] ectives
Capture customer needs Strat egy@? Reality
Kegp e-business aligned _
to business objectives E-business
Ensure the right development Implementation
activities are performed
Enable testing

“ A closed data center was a castle. It was
_ a lot easier world to manage”
- Emily Freeman, senior VP for e-busness, Marsh Inc
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? Investment levels
b € Return on investment
USNESS  Time horizons
case Business rules
Business Commercial
strategy Q7 reality
Business D User D Systems
objectlves reguilrem ents reguilrem ents
Number of customers Time to complete Maximum downtime
Market share an order Performance metrics
Maximum investment Web site availability .
Maximum expected load
_ Ease of use . :
Customer retention Security against
targets Rangetof pay ment hackers
YPE€s

Examples of different reqguirements
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Business requirements for e-business

e-business has to be driven by business goals, not
just technology for its own sake

Example business requirements

“All cogt estimates shall be for the compl ete lifecycle, not just
for developing thefirst version”

“ The company shall have 20% of the market for non-
branded aircraft parts’

“All Web servers shall usethe same verson of Linux”

Planning requirements
“Verson 1 of the site shall be functional by July 2001”
“*Business must be cash-flow positive within threeyears’

“The Web site shall cost no morethan $2m for the
first two years’

“Thisis Columbus finding the New World.. What
was hisreturn on invessment?’
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e-business changes the business rules
The e-business site must be driven by enterprise
objectives - but the business rules have changed

Market share and future value are typically more
Important than cash-flow

Innovation is always intense - and unpredictable

Monitoring of competitors, tools and technology change
IS essential

Trade-offs of requirements vs resources is continual

Commercial products are used instead of custom
development in e-business

How can we have innovation
without destroying discipline?



The business plan
Characteristics

Short, clear, verifiable (very difficult)
Resources match the objectives (unusual)

Tells us wher e the organization wantsto be in 3-5 years
Stable and sensble - changes here will alter everything

Defines responghbilities and decis on-making
Capturesbusnessrules

Differences compared a classic business plan

Traditional methods of cost-benefit analysis are not
a suitablebags sfor e-busness

Much greater emphasis needed on opportunity costs
e.g. how much could it cost us not to be involved?

Needs to define the new value chain and physical/
Informational bundle
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User requirements for e-business

Business-to-business requir ements B ZB

Other businesses are the “users” and we have
to find what is wanted (and vice-versa) e.g.

“The supplier mugt deliver an average of 3,000
motherboar ds per day”

“The supplier should see thestatus of all open
support items’

Business-to-consumer requirements B 2 C

Our customers have needs for the e-business
which we must meet e.g.

“*Kegp my financial information confidential”

* complete an order for a book within one minute”
* see the order and price before commitment”
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Prioritizing requirements

You never have enough resources, but you want to
give the customer the maximum for those resources

Requirements have to be prioritized and costed - then
straightforward to sort out those to implement first

n23L

Requirements  Priority Cost Accepted?

warned of a page load failure
round the world within 5 minutes 4 300 Yes

no hacker shall be able to access -
server of the e-commerce system S 100 Poss bly
User shall be able to enter ZIP code 2 300 No

to identify US location

Simple scales for prority and cost let you filter
requirements into prioritized groups




Systems requirements for e-business

Systems requirements define an abstract system -

to choose between solutions, avoiding lock-in,
checking design and performance

Functional requirements

“The system shall detect any attempt to penetrate the firewall”

“The system shall per sonalize the site for any user who
hasordered itemsbefore’

Performance reguirements
Performance requirements are key to coping with surges

“The system shall cope with a surge of 3X normal for a period
of one hour”

Fault tolerance

“Any singlefailureof a server shall not affect customer service”

“The system shall continue to function after failure of any
two server nodes’




Security requirements

O Security Is a constant threat, with its nature
changing in front of our eyes

Whait If a hacker penetratesthe site and
recommends competitors? Ask Staples

What If a bug allows access others accounts and buy
and sdll shares? Ask Hallifax.

What If the site goes down for a day, and has repeated
crashes? Ask eBay

What If a hacker steals all your customers' credit card
details and offersthem for sale? Ask eUniverse
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* Scaling isthe most important thing we do” - Kim
Rachmeler, Amazon Dir of Enteprise Management

Scalability requirements

A @

Yesterday Today Tomorrow The next

O It’s easy to build and support a small e-business system,
butit will grow and change

You have to model the system performance to cope
with surges of demand

O The netresult - requirements such as network size,
transaction handling, data throughput, page load timings

O This requires modeling tools and a systems architecture

The only Web sitethat doesn’t changes... finished



Back end System

databases .
architecture
> Credit
Internal verification e-business systems are
. complex mixtures of
Systems Intrs?,r;?ter%léent hardware, people,
P software and interfaces

Internet
Vl systems
\\4

Firewall A solid architectural
T design is essential for
|Web commerce allocating requirements.
systems f .
T or test, evolution and
‘ allocation of
External Routers | development work
systems )
Web clients '

*e-commerceislike an iceberg - the Web ste that the
customer seesisjust thetip” - Debra Chrapaty, E*Trade CEQ”



Testing in the e-business world

Release 1 Release 2

Development proces @l Development proces <
Test process Test process

The whole product still needs testing
against requirements

Releasel Release? Release 3 Release 4 Release 5 Release 6
Develo Develo Develo Develo ~ Develo ™~ Develo ~
ﬁitﬁ Test Test Test Aitr Aitr

Testing must be automated
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Requirements and configuration management

e-business has difficult problems of configur ation management
because of the number of releases and linksto requirements and test

@ DOORS stores every change of every object - but you still
need conventional configuration management

@O CMtools control information associated with particular releases

O Adds source code control to your traceability schema

O Allows compliance checking of components against the
specific requirements for them

O Tells you what code in each release against which requirements -
for management, tracking of evolution, release management

@O Allows replication of old releases and knowing which
requirements should have been met

DOORS linksto CM tools (e.g. Clear Case and PVCStrace
requirementsto versioned files of therest of the project information
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Upgrading the e-business

Chan_?_e IS an integral part of the e-business - a site will be
significantly different in a year, or it won’t exist

New releases occur at regular intervals - the train metaphor - if
acomponentisn’tready it doesn’t go into the release

Even if you have an architecture to start with, it is transformed
over the course of a few months

© 0 0 O

Two main forces of change:

Sustaining devel opment: hundreds of small changes suggested by

users that need to be collected asrequirements and i mplemented
on a cost-benefit basis

Disr uptive development: changes that alter the e-business

landscape, primarily from technology devel opments. Theserequireanalyss
and prototyping
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Delayed
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Change management

Development and
You need to operational tools are Have you seen

collect every one changing dramatically what they are doing?

Customer Technology |Tiompeti_tive,
suggestions changes analysis

s e X
Requirements system

O Change Is continuous, rapid and inevitable

¢ Customers will supply masses of small
suggestions to improve your e-business

@ Technology is currently transforming tools,
technigues, and access to information
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Case studies



Case study - Charles Schwab

@ Schwab are an excellent example of a “bricks and
mortar” company transitioning to the virtual world.

@ Schwab has developed a large, well-established and
well-respected e-business infrastructure for their
web-based products and services.

@ Schwab four key goals for e-business:

» Develop requirements templatesto drive and
maintain consistency in requirements

» Conduct ambiguity reviews to ensure that qual ity
requirements are being developed

» Link requirementsto test cases
» Effectively manage change

@ 1.5M clients in the first 3 months

Schwab turned to QSS to provide solutionsto
= capture and manage the reguirements pr ocess



Case study - Dell

@ Dell sells PCs cutting out the middle-man

@ Michael Dell’s requirement in 1997 "50% of
turnover through the I nternet by the end of 2000”

@ Users “design” and follow the construction of
their own PC. Business clients can set up their
own version of the Web site

» Ddl replace inventory with information - paid
5 days before they pay their suppliers

» 4 hoursto build each computer against a specific
order - no warehouses of obsolete machines



Case study - Boeing (PART) System

<1978

Manual
system

1978-95

Mainframe
computerization

1996

Internet
front-end

1998 -

e-business

2000 -

Integration of
e-business
processes

Paper-based system

After 18 years, 10% of customers use

mainframe EDI system for ordering.
5 day/week 8 hours per day system.

Customer numbers double to 20%

within 3 months of Internet front end.
24 x 7 day operation

Customer interactions create new
applications, most customers
now on-line,

Integration of internal and partner
processes



Case study - Encyclopedia Britannica

@ Encyclopedia Britannica sold door-to-door for decades at
several thousand dollars

S Microsoft bought a second-rank enc clopedia,J) ut it onto
CD-ROM (Encarta) and sold it initially for hundreds of dollars

D Microsoft introduced color and dynamic graphics, and gradually
iImproved the text quality and cut the price down to <$25

O Encyclopedia Britannica’s market disappeared but eventually
they decided to go for a CD-ROM and Internet service

People ar e after a good feeling when they buy an encyclopedia,
so why not relieve your guilt for $25 instead of $30007?
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Case study - Hire.com

@ Hire.com - the leading talent acquisition
and retention e-recruitment AS

@ Hire.com customizes, integrates and
hosts e-recruiting for organizations

© Major roll-outs every 4 months, with incremental
releases every 6 weeks

@ Rapid e-business iteration demanded a solid process
and tight requirements control

@ Multiple editors working in parallel on documents
against requirements

@ Hire.com chose DOORS to assist solid development
process and tight requirements control

"Hire.com’ se-Recruiter i1s by far the most effective
e-recruiting tool on the market"

Ed Rankin, CEO& founder of People Solutions.



Case study - USAA

Building an Internet-based | T infrastructure for insurance and
banking using a requir ements-based validation process

_ i
Sponsor Business
Business case requirements
Bus. objectives (functional)
Scope
Business needs Business
rules
(constraints)
/Internet testing group )
Draftsin Word, notebooks Acceptance
Import and manage reqsin DOORS|  [Cfiteria
Ted plansin DOORS /

\_Test casesin Mercury TestDirector ) 15-20 | nternet testing
projects in DOORS
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What are e-businesses using requirements for?

(all new QSS customers since March 2000)

EGreetings.com - free electronic greetlng cards. Use-Case driven process
(using DOORS 'Use-Case Librarian’). Trace between High-Level requirements,

Textual Use-Cases, OO Models in ROSE, QA documents (test plans,
ambiguity documents, and more 2000 obj ects on their web site)

Boats.com -aweb site for custom boat building. Brand new, want the usual
traceability and process support

NetNanny.com - filters adult material so parents can let their kids use the
net. Second time around wanted better process and traceability to tie
things together.

Htg)meGaln .com - provides estimates of your homes value. Same as
above

eVoice.com - turns your VoiceMail into a wav file attachment and sends it to
you as Email. Want to connect marketing docs to design and test.

Dotcom applications typically:

- involve a large amount of data, but not necessarily many document types
- take rapid change to a whole new level (some companies release every 3 weeks!)
- are often OO (as GUI-type appstend to be), and Use-Case work iscommon
- Time-to-market is everything. Cost isnot a high-priority issue
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Close To Home - The Basics

@ Most work is insourced (outsourcing would be more 3x more
expensive and not receive the priority)

Key e-business
functions

/ Maintenance \ (C:l(;ntlnuous cor rection and small updates every
& point releases | y

Every 12 months both front and back-office are

Comprehensive re-architected (handled as a separate project)

. re-design |
" Marketing, ad I\?Vtelrjnet-based marketing activity (e g. seminars,
campaigns, copy ebinars)
editing

. J

Sdeparate projecs sl;(ometiI rendes pt?e: d f]9r by other
" Special broiects | epartments, e.g. knowledge base for support,
— - : French/Ger man sites, WAP, automated
licensing and businesspartnersarea

Technology analysis
. and prototyping |

Essential to explore new toolsand techniques
Hardwar e, contracts, performance checking etc

Hosting & site ]
management |/
7
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Case study - Close To Home

@ Quotes from Stephanie Pirrie, Web and e-commerce
marketing manager for this ‘anonymous’ company

» “A great Web gteis evolutionary. User requirements are
the basis of good design, and you must capture, track and
manage them on an ongoing basis’

> “Astherequirements change, you have to map them to design
and retain traceability”

» “My background ismarketing, so | wondered if a disciplined |
approach might be too complicated. T
| hadago,and!|’m glad | did”

» “Theright process and tool
support to manage compl exity
IS essential”

L pami

-

T EETE O D O e O S S, L]
o gt cmaloes max blulf

&
] e ngn: i

‘ & pnDiCE s, 1000
e Lo

Eat your own dog food! e "HE
= =
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Close To Home - the results

@ 12,000 leads/year, at about 25% the cost of other marketing
techniques

@ Reduced support calls due to support services and knowledge base

@ Reduced printing, postal costs, and delays due to immediate
literature availability

@ Added functionality for customers such as Webinars, auto mated
licensing*, newsletters and access to technical material

@ web site becoming more integrated with the rest of the company
(“The Connected Organization”)

Commentsfrom the e-busnessteam

“We were lucky, wedidn’t have a large historical infrastructureto integrate”
“Things go in and out, you have to have a modular architectureto cope”

“Unusual firewalls, portal software and variable browsers
are our main testing headache”
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Do you think you need requirements?

e-business

Payments & Human
Billings _—— ] Resour ces
Sur vey e-Services
Security & Personalization

Certificatiop

: Search
Community Backup Routers Sgr/la” Inl\(;llustl:){[or
Creation evel opment VErs Extranet SpaerCI f?C-
| e-Infrastructure | Hep |Protocols
Testing Des
Catalogu Firewalls Web
SErVers / \essaging
Content Databases
M anagement

Ad
Serving Traffic

. : Data
Directories

Minin

Reationship
Reporting  Management

Mar ket-
places

Storefr onts AUETETE
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Summary



Steps to e-business success
. Requirements-driven processes

: Reduce risk

1
2
3: Understand the economics of information
4: Increase customer attractiveness

5

. The technical challenge is automating the process

6. Thereally tough challenge is cultural



1: Requirements-driven processes

O Traditional discipline is essential to cope with the
complexity of any successful e-business initiative

O e-business must be driven by business objectives

- even though they are initially wrong

O Time to market, rapid release cycles, competitive
analysis, automated test are essential for time to market

O Handling requirements properly is the single most

Important factor in project success

O Requirements capture the customer experience, the
business expectation, the quality needs and so drive

the implementation

Business
objectives

User
requirements
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2: Reduce risk

O Continuous evolutionary development - e-business is
not a marathon, but a series of sprints

O Collect every suggestion from customers into your
requirements system

@ Prioritize user needs

O Prototype all risky activities
@ Automate the test process

O Product offering, resources, performance, security,
scalability, competivity and attractiveness are key risks

@ Model the performance under worst-case conditions

O Scan the news for other people’s disasters -then
check your system

Risk management is essential in e-business



3: Understand the economics of information

O The cost of information has changed dramatically
- so our old product/information Is obsolete

O Most of the strategies for old business still apply -
economics of scale, market share, innovation, domain
knowledge, competency

O Information is the glue holding the value chain
together

O Reach and richness are your way of gaining and
retaining customers

O Distance and cost no longer constrain reach or
richness
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4: Increase customer attractiveness

O In aworld of better knowledge, you have to provide
a better customer experience

O Communicate the key needs of customers to your
team through requirements

O Improve customer retention (‘stickiness’) by a high
guality, continually improving customer experience

O Customers can provide instant feedback - good or bad
- to everyone

O The customer experience can be captured in the
requirements tool



5: The technical challenge is automating the process

O So far the big changes have been to bring Internet
technology to the outside of single internal processes

O The technology behind the firewall is huge and
difficult to evolve quickly

O Most e-business applications are thin wrappers around
a traditional process model

O The challenges:

» Rebuilding internal processes with | nternet
technology

» Upgrading the processes for an e-business paradigm
» |ntegrating multiple processes within a company

» |ntegrating those processwith partners and
customers - securely



6: The tough challenge iIs cultural

O Thereconstructed business will rarely be the same
as the old

O Historical baggage in a company prevents it acting
as a start-up

O Acting like a start-up is hard - passive resistance by
the existing organization is likely to be a problem

O visionary management needs to step back, look at the
old and new value chain, and reconstruct the business

Westinghouse ass gned the new transistor industry
to the Vacuum TubeDivision



Fit with organization’

Bad

n
) ) .
N Use a heavyweight team Use a heavyweight team
$ within the existing In a separ ate spinout
O or ganization or ganization
)
o .
Usea |ightweight or Development can occur In-house
functional team within through a heavyweight team,
the existing Organization but commer dalization almaost
alwaysrequires a spinout
Good
Fit with organization’s values
Good Poor
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When the project fits with the company values, but not with its
processes, it requires a heavyweight (dedicated) team within
the existing organization

When the project doesn’t fit the organization’s processes or
values, it requires a spinout and a heavyweight (dedicated) team

For example, Digital couldn’t compete in the PC world because
their minicomputer development processes took too long and
used internal component production
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Ref: Chrigensen and Overdof “Meetina the challenge of disruptive chanagée’
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Summary

e-business is critical to the company’s future & the
public face of the business

e-business systems are complex developments

A requirements-driven approach is essential

Start small, grow large, use the intense customer
feedback, technology and competitive analysis to

shape system evolution
e-business needs enterprise objectives

A continuous evolutionary approach based on
requirements is needed

Getting it right - quickly



