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Foreword

The competitiveness of European enterprises strongly depends on the
productive usage of information and communication technologies (ICT).
There is now sufficient evidence that companies across the EU have
significantly improved their basic ICT infrastructure and connectivity to the
Internet. This improvement, however, is yet to materialise in substantial
productivity gains.

In order to reap the real benefits of investing in ICT, companies need to
take further steps beyond simply ‘going digital’. They need to improve both
employers’ and employees’ skills, as well as to integrate ICT into their
business processes. The focus has now to be shifted from basic
connectivity and electronic commerce transactions to conducting business
electronically. This emphasis on the productive use ICT all along the value
chain is reflected by the term ‘e-business’.

Since its launch in January 2002, the e-Business W@tch has provided
policy-makers and stakeholders in industry with statistical data and
analysis to better identify the challenges to be addressed in support of e-
business. By studying developments in fifteen sectors of the EU economy,
the e-Business W@tch has contributed to better understanding the impact
of e-business on enterprise competitiveness and productivity. As a result,
we now have a better picture of the take-up of ICT and e-business in
Europe.

So far, most benchmarking indicators are still referring to national
comparisons. However, the remarkable differences observed sometimes at
the national level, may have to be attributed to a large extent to the
specificities of the particular economy and its structure. This is an
important lesson to be learned from the experience of the e-Business
W@tch. Another lesson is that the full implementation of e-business
solutions is still in its infancy, in particular for most SMEs. Further efforts
have to be undertaken, therefore, by both the ICT industry and policy
makers, to get SMEs on board in order to improve the overall performance
of Europe in the global competitiveness arena.

Erkki Liikanen
European Commissioner for Enterprise and Information Society

http://europa.eu.int/liikanen
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Introduction

The e-Business W@tch - monitoring the impact of electronic business on the
economy

European policy is in many areas increasingly focussed on promoting the business techniques and
new ways of working which will provide the economic and social foundation of the information society
in Europe. The eEurope 2005 Action Plan as endorsed by the Seville European Council in June 2002"
includes Action 3.1.2. "A dynamic e-business environment" with the goal "to promote take-up of e-
business with the aim of increasing the competitiveness of European enterprises and raising
productivity and growth through investment in information and communication technologies, human
resources (notably e-skills) and new business models".

To help policymakers define their programmes, and to monitor the effectiveness of these policies,
some indication of progress and of areas requiring active support is essential. Despite the
considerable amount of studies and market research on electronic business (and especially on
electronic commerce), there used to be a lack of reliable empirical information about the extent, scope,
nature of and factors affecting the speed of e-business development at the sector level in an
internationally comparative framework.

For this reason, in January 2002 the European Commission, DG Enterprise, launched the e-Business
Market W@tch Function with the objective of providing this information. In the meantime, the
e-Business W@tch has presented a first set of e-Business Impact Studies for 15 sectors of the
economy and carried out a representative survey of more than 9,200 enterprises from these sectors.
The conceptual framework adopted follows a concept developed by the OECD in 1999 which has
been widely used in e-business statistics since. It suggests a three-part-analyse of the uptake of ICT
and their application for e-business: (a) infrastructure ("readiness"), (b) activities and (c) impacts.

This report presents a synopsis of the 15 Sector Impact Studies, summarising their main findings. It
starts with a summary of main results in each of the three stages described by the OECD. The section
with coloured pages in this part presents scoreboards of e-business indicators by business activity and
size class. The charts make visible which areas of electronic business are particularly relevant (or less
relevant) in specific sectors. Part B features short contributions from experts on specific aspects of
e-business, such as the importance of standardization. Part C contains summaries of the 15 Sector
Impact Studies (of about 10 pages each). Each summary begins with a sector profile, followed by a
portrait of the general uptake of ICT and e-business by enterprises in the sector. There is an analysis
of how these are used for e-commerce and e-business purposes and how sophisticated the
integration of these processes has already become. It ends with a tentative assessment (based on the
perception of companies interviewed) of the impact of e-business and conclusions to be drawn. An
annex outlines the methodology that was used to collect the data on which most of this research is
based.

The research presented in this report is intended to help to benchmark progress and to assess how
electronic business development can be further enhanced at the European level or at Member State
level with the objective of strengthening the competitiveness of European businesses. Special
attention is paid to the SME dimension of e-business. More information about the e-Business W@tch
is available at www.ebusiness-watch.org.

' COM(2002)263 final
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Executive Summary

Basic access to ICT is no longer a barrier

Basic ICT infrastructure and access are no longer barriers to e-business uptake. Even among small
enterprises (0-49 employees), 94% used computers and 84% had access to the Internet in mid 2002.
The use of e-mail and of the WWW has become nearly ubiquitous in the world of business. However,
there are still significant differences with respect to the quality of businesses' Internet access,
especially with regard to bandwidth. In most of the sectors, many of the small enterprises still use an
analogue dial-up modem to connect to the net. This indicates low levels of usage (e.g. e-mail) rather
than active usage of networks for e-business.

Have Internet access W@tchlist — this will be important:

o .
(% of enterprises, 7/2002) P Diffusion of broadband connectivity,

0 20 40 60 80 100 especially among SMEs

Access of employees to ICT

>

P Remote access to companies' IT networks to
facilitate flexible and mobile work in the EU

>

Monitoring of the development of the IT skills
gap

Source: e-Business W@tch (Survey 2002)

E-commerce activities: fast adoption of online purchasing

While sell-side e-commerce, and particularly B2C, has not yet reached the volumes anticipated during
the boom-and-hype time of the Internet economy, online purchasing seems to spread fast. 34% of
enterprises (accounting for 42% of employment) and nearly half of all large enterprises say they make
online purchases of MRO goods or direct production goods. In ICT services, in the media & printing
sectors and in business services the share of companies purchasing online is already above 45% (in
ICT services even at 80%).

Make online purchases W@tchlist — this will be important:

% of 1 7/2002
(% of enterprises, 7/2002) P Channel strategies used for online selling and
0 20 40 60 80 100 purchasing (e.g. website, extranets)

Monitoring of further development of B2B
marketplaces and SME participation

>

P Impact of e-procurement initiatives of large
players on competition and supply chain

>

Increasing importance of net-influenced sales
on B2C e-commerce (instead of focus only on
Source: e-Business W@tch (Survey 2002) transactions)

In this context, electronic B2B marketplaces on the Internet have been paid much attention. About
5-6% of European enterprises used e-marketplaces in 2002 and 3% planned to do so until mid 2003.
At first sight this may seem a low level of usage. However, marketplaces are important as the intensity
of trade (volume of transactions) is often higher than is the case with other online trading channels.
Usage also depends on the sector. In the chemical industries, transport equipment manufacturing and
in ICT services B2B marketplaces have clearly gained momentum.

7 March 2003
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In spite of the as yet rather low level of online sales (if measured as percentage of total sales), it is
likely that we have only seen the beginnings, even in B2C. The Internet has become a powerful tool
for consumers to compare offers in an efficient way. With the introduction of the Euro in most of the
EU countries, and the increase and further improvement of public online marketplaces (including peer-
to-peer marketplaces and auction platforms) and meta-services (e.g. price-finders), the transparency
of prices across regions will further increase. And considering that today's youth — the first generation
growing up with the Internet — is likely to develop a different shopping behaviour than their parents and
grandparents, the potential for B2C electronic commerce is probably still huge.

E-business integration - the big issue for the years to come

Experts unanimously agree that the new challenge in the e-business (r)evolution many companies are
facing today is to integrate the "e"-activities into their general business processes instead of
conducting e-commerce as a separate business. This may require more advanced e-business
solutions, but implementing them in the company is cost intensive and requires a high level of
managerial skills. Today, sophisticated solutions for Customer Relationship Management (CRM) and
Supply Chain Management (SCM) are used mainly by large enterprises and by specific sectors.

Diffusion of CRM technology by sector W@tchlist — this will be important:

. . o
(enterprises comprising ...% of employment, 7/2002) [ T T G ST T T AT S T

0 20 40 60 80 100 back-end systems

‘ f f f f P Development of new metrics for e-business
‘ ‘ ‘ ‘ sophistication and related policy targets

Food & bev., tobacco

Chemical industries P 'Digital gap" between SMEs and large

enterprises with respect to higher level
applications, impact on competition

Electronics
Banki leasi
anking and leasing P Further analysis of sector specific
e-business application profiles, taking into
account different requirements

ICT services

Total (EU4)

Source: e-Business W@tch (Survey 2002)

On the other hand, online technologies are increasingly used for a number of processes which
characterise working routines in companies and facilitate exchanging information with customers and
suppliers. 45% of employees work in companies that use online technologies for collaborative work
purposes, for instance to share documents. Enterprises accounting for 26% of employees use online
technologies to track working hours and production time. And online e-learning applications are used
by about 12% of enterprises, accounting for 19% of employment.

Most of these functions are more important for large enterprises than for medium-sized and
particularly for small ones, and there are also considerable differences by sector. For instance, about
40% of employees in the ICT services, electronics and transport equipment manufacturing sectors
work in enterprises that use online technologies to collaborate with business partners in designing
products. However, the figure is only between 15-18% in other manufacturing sectors such as metal
products and machinery and equipment.

Sectors also differ in the degree to which they have integrated their online sales with the backend
systems. In the financial services and some of the manufacturing sectors, a significant percentage of
those companies selling online already report that integration is accomplished. Other sectors are less
advanced in that respect, including retail and tourism where online selling is supposed to play a
relatively important role.

March 2003 8
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Perceived impacts of electronic business activities

In 2002, more than 10% of European enterprises said that e-business constituted a "significant part" of
the way they operated and nearly 50% felt that it constituted at least some part of their activities. The
impact is most significant in those sectors which manufacture or operate IT and electronics
themselves (ICT services, electronics industry) and in sectors with a high potential for digitisation of
service delivery (publishing, business services). In tourism, the awareness of e-business impacts is
also very high. On the other hand, there are late adopters where only about a third of firms reports that
e-business is already important. The most “conservative” sectors in this respect are the food and
beverages industry, retail and the manufacture of metal products.

The most significant impacts of e-business concern the internal work processes. More than a quarter
of all enterprises say that these have significantly or somewhat changed through e-business practices.
About 20% of enterprises report that the organisation structure and the relation to customers and
suppliers has significantly or somewhat changed.

Perceived impact of e-business activities on ... W@stchlist — this will be important:

: . . o
(EU-4 enterprises comprising ...% of employment, 7/2002) - Reaminginomiothers e ollsation

of e-business good practice
examples for (i) specific sectors
‘ and (ii) considering specific
requirements of SMEs

Organisational structure

Internal work processes

P Statistical effort to improve

! ! metrics for measuring impact,
e.g. impact of e-business
adoption vs. non-adoption on
competitiveness

Customer relationship

Relationship to suppliers

P Analysis of aggregate impacts
(on value chain within sectors, on
regional competitiveness)

Offer of products/services

... has changed significantly (dark bar) / somewhat (light bar)
Source: e-Business W@tch (Survey 2002)

Looking at the impact of e-commerce activities, close to 60% of those firms that use e-procurement
report a "positive" or even "very positive" impact on procurement costs and on their internal business
processes. Most of the others say there was "no impact", while only few observe a negative impact.
Firms that sell online tend to observe positive effects on sales volumes, number of customers,
efficiency of internal business processes and an expansion of the sales area. The quality of customer
service is the area where most companies (28%) have achieved "very positive" effects through selling
online. Reducing costs for logistics and inventory, on the other hand, is the impact area with the lowest
degree of satisfaction.

Thus, the overall “business climate” for electronic business is fairly positive — though not enthusiastic.
A majority of firms are fairly satisfied and some are very satisfied with the effect of their e-business
solutions. However, there are the disappointed ones as well — and to a higher degree among the large
enterprises (19%) than among the small and medium-sized ones (12% / 15% of enterprises).
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e-business.

Part A: Synopsis of Main Findings

1 The adoption of e-business by European enterprises

This chapter provides an overview of the state of adoption of electronic business by enterprises from
15 sectors of the EU economy. A more detailed background analysis for each sector is given in Part C
of this report. The focus in this chapter is on the comparison of key figures. It becomes evident that the
nature and role of electronic business differs by business activity in many ways. The application of ICT
for business purposes depends, for instance, on whether companies are dealing with a large number
of consumers or mainly with smaller number of other businesses, on the kinds of goods or services
produced, and on the sector specific value chain. The presentation of statistics is structured into four
sections. This approach has been developed from a widely used conceptual framework for the
analysis of electronic business initially proposed by the OECD.? Issues dealt with can be mapped into

this framework:

e-Readiness -

e-Activity

>

e-Integration >

e-Impacts

ICT infrastructure and
skills development

E-commerce (frequency
and intensity)

Business processes within
and between enterprises

Effects of e-business
activities on enterprises

e Connectivity

3 Bandwidth
¢ Remote / wireless
access

e  Demand for IT staff
e Skills development

Online marketing and
sales

Online procurement
B2B marketplaces

*  Processes within the
enterprise
Processes of the
extended enterprise
Technologies for e-
business integration

* Impacts of online
procurement and
selling

e  Overall impacts
*  Satisfaction
*  Planned expenditures

. 94% use computers

. 83% have access to the
Internet, but 28% of
those still use a dial-up
modem to connect

. 71% use the WWW

. 29% have a company
intranet

. about 12% of staff is
mainly occupied with IT
maintenance

. 13% searched for IT
staff in past 12 months

. 83% of employees work
in enterprises supporting
IT training schemes

52% have a web
presence

13% make online sales,
42% of those for more
than 2 years already

Company website is the
main channel for online
sales (85%)

70% report that online
sales account for <10%
of total sales

34% make online
purchases

62% report that online
purchases account for
<10% of total
procurement

5% trade on B2B
e-marketplaces

. 10% use online
technologies to track
working hours and
production time

. 12% use e-learning
technologies

. 9% of businesses selling
online say online sales
are fully integrated with
backend system

. 42% exchange
documents electronically
with suppliers

. 13% collaborate with
business partners online
in designing products

. 7% use a customer
relationship manage-
ment (CRM) software

. 12% say e-business
constitutes "a significant
part" of how they operate

. 27% of all businesses
say that e-business has
changed their internal
work processes, 24%
customer relationship

. 14% are "very satisfied"
with their e-business
activities, 74% "fairly
satisfied"

. 32% planned to increase
their e-business expend-
itures in 2002/03, 60%
wanted to maintain level

. 45% think that large
enterprises will mainly
benefit from e-business,
35% say SMEs and
large businesses will
benefit equally

Source: e-Business W@tch

2 cf. Colecchia, Alessandra / Pattinson, Bill / B. K. Atrostic (2000): Defining and Measuring Electronic Commerce. A discussion

paper, OECD, Paris. February.
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e-Readiness > e-Activity > e-Integration > e-Impacts

11 ICT infrastructure and skills development in EU enterprises

Connectivity

Basic ICT infrastructure and access are no longer barriers to e-business uptake. 97% of all employees
worked in companies that used computers and 91% in companies with Internet access in 2002. Even
among small enterprises (0-49 employees), 94% reported to use computers and 84% to be connected
to the net. There are only a few sectors left where a significant percentage of enterprises still
considers Internet access as irrelevant for their activities. These are in particular the food and
beverages industry, where 17% of enterprises said that they are not online and do not plan to get
online, retail (16%) and the health and social services sector (16%).

The high figures for basic PC and Internet diffusion, however, do not say anything about the quality of
the equipment and the intensity of usage, for instance about the PC density within businesses which
could not be investigated in the survey presented here.

As enterprises have connected to the Internet, the usage of e-mail and of the WWW have become
nearly ubiquitous in the world of business, and a vast majority of enterprises — except the smallest
ones — have implemented a local area network (LAN) to connect their computers. About 30% of all
enterprises (accounting for 50% of employment) use an intranet.

Table 1-1: Usage of network applications and infrastructure

EU-4* by sector e-mail www Intranet Extranet LAN WAN

Food & beverages, tobacco 82 79 39 10 60 28
Media & printing 96 94 58 25 74 37
Chemical industries 95 94 63 23 83 48
Metal products 89 84 42 10 62 17
Machinery and equipment 93 89 60 15 75 29
Electronics 98 92 80 25 92 52
Transport equipment 98 98 74 16 90 49
Retail 76 73 42 13 54 29
Tourism 90 81 41 13 47 19
Banking and leasing 94 93 74 29 95 70
Insurance and pension funding 93 94 79 40 87 63
Real estate activities 91 85 34 11 53 17
Business services 93 92 51 24 68 32
ICT services 99 98 85 54 96 73
Health and social services 74 72 34 15 52 22
EU-4* total 87 84 51 20 67 34
EU-15 87 84 51 20 66 34
0-49 employees 2 79 7 29 9 43 9
50-249 employees 2 95 9 56 20 80 30
250+ employees ? 96 96 75 31 89 60

Figures weighted by employment (enterprises comprising ...% of employees), except 2 (% of enterprises)
Base: all enterprises (N=9264 for EU-15; N=5917 for EU-4). *EU-4 includes D, F, |, UK. Reporting period: June/July 2002.

Source: e-Business W@tch (2003)

Bandwidth

While basic connectivity indicators do not reveal much of a gap between sectors or regions anymore,
there are still significant differences with respect to the quality of businesses' Internet access. 28% of
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the small enterprises still connect to the Internet with an analogue dial-up modem. Large enterprises,
on the other hand, are well equipped with fixed network connections. 26% of all enterprises connected
to the Internet say they use xDSL connectivity. The method of connection is shifting toward options
providing higher bandwidth, but the speed at which this transformation will evolve is unclear and is
likely to remain an issue for e-business and infrastructure policies on European and regional level.

Table 1-2: Type of Internet access

Analogue dial Other fixed | Connectivity

EU-4* by sector up modem ISDN DSL connection >2Mbit/s

Food & beverages, tobacco 27 51 22 14 14
Media & printing 19 35 26 31 28
Chemical industries 13 28 17 40 33
Metal products 23 43 20 14 10
Machinery and equipment 15 36 29 30 29
Electronics 6 24 24 50 41
Transport equipment 3 54 18 21 19
Retail 27 46 24 21 20
Tourism 26 37 28 13 17
Banking and leasing 11 21 20 57 34
Insurance and pension funding 10 33 24 47 34
Real estate activities 20 44 28 11 16
Business services 17 39 32 28 26
ICT services 9 23 25 60 55
Health and social services 26 47 23 13 13
EU-4* total 19 39 25 27 24
EU-15 19 39 26 26 25
0-49 employees @ 28 42 26 6 12
50-249 employees 2 15 42 28 24 24
250+ employees @ 12 31 27 47 38

Figures weighted by employment (enterprises comprising ...% of employees), except 2 (% of enterprises). Base: enterprises
with Internet access (N=8479 for EU-15; N=5417 for EU-4). *EU-4 includes D, F, |, UK. Reporting period: June/July 2002.

Source: e-Business W@tch (2003)

Remote and wireless access

Large enterprises are three times more likely to enable their employees to remotely access the
computer systems than small enterprises. Nearly two thirds of the larger enterprises, but less than one
third of SMEs enabled remote access in 2002. About 22% of large enterprises reported that they have
implemented wireless access technology such as a W-LAN (Wireless Local Area Network).

Figure 1-1: Enterprises enabling remote 0 10 20 30 40 50 60 70 80 90 100
access to their computer system (by size ‘ ‘ ‘ | | | | | | |

class) 0-49
Base: EU-15, enterprises using computers

(N=8967). In % of enterprises. Reporting period: 50-249
June/July 2002.

Source: e-Business W@tch (2003) 250+

l Remote access to company computer system
Wireless remote access to company computer system
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The demand for IT specialists

The e-Business W@tch asked companies how many people (in equivalents of full time jobs) they
employed for maintaining their IT systems and networks and computed the figure as "staff per 100
employees". Results show that large companies clearly benefit from economies of scale and that the
relative demand for IT staff differs considerably between sectors. As this ratio does not include
information about the qualifications of the staff counted it should be used as an indication rather than
as an exact measurement, though.

Table 1-3: Average relative size of IT and web departments of European enterprises

Average size of IT department Average size of web department
EU-15 by size class (Headcount per 100 employees) (Headcount per 100 employees)
0-49 employees 12.3 6.8
50-249 employees 4.3 1.1
250+ employees 2.8 0.3

Base: EU-15, enterprises using computers (N=9077) / enterprises having a website (N=5974). Interview question: "How many
employees in your company are mainly occupied with the implementation and maintenance of IT and networks / with the
maintenance of the company website? Please estimate the equivalence in terms of full-time jobs."

Source: e-Business W@tch (2003)

The e-Business W@tch also asked companies whether they were recruiting IT specialists within the
past 12 months. Close to 50% of large companies said they did so (in 2001/02), while only 13% of
SMEs had demand. Companies which had recruited (or tried to) were asked whether they experienc-
ed any difficulties in finding qualified staff. Comparing sectors, it seems that the ICT services and bus-
iness services sectors are those which experienced the greatest difficulties. 21% and 11% respect-
ively out of all enterprises reported difficulties in finding IT staff in 2001/02. The sector average is 6%.

Table 1-4: IT recruitment activities by sector

I-!ave recruite_d J ... of those have ... of those have %.Of. t°t?' Wi.th
tried to recruit IT . . difficulties in
specialists expefle_nce(:l exper.le.ncec.l finding IT

EU-4* by sector (past 12 months) great difficulties some difficulties specialists
Food & beverages, tobacco 4 16 43 2
Media & printing 14 21 27 6
Chemical industries 13 15 28 )
Metal products 9 27 15 4
Machinery and equipment 13 22 22 6
Electronics 16 19 31 8
Transport equipment 10 18 21 4
Retail 10 12 26 4
Tourism 16 17 30 8
Banking and leasing 17 14 22 6
Insurance and pension funding 15 10 13 3
Real estate activities 11 8 20 3
Business services 17 33 28 11
ICT services 40 27 24 21
Health and social services 9 20 20 4
EU-4* total 13 22 26 6
EU-15 13 22 26 6
0-49 employees 13 22 26 6
50-249 employees 28 14 33 13
250+ employees 47 13 36 23

Figures: % of enterprises. Base: all enterprises (N=9264 for EU-15; N=5917 for EU-4). EU-4 includes D, F, I, UK.
Reporting period: June/July 2002.

Source: e-Business W@tch (2003)
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During the boom phase of the new economy, the "skills gap" — defined as the shortage in the supply of
IT professionals (in the widest sense) — became one of the key challenges for information society
policy. EITO estimated back in 2000 that there was a gap of about 13% of potential jobs (i.e. about 1.8
million positions) unfilled and that ICT employment would grow by 7.4 million jobs in Western Europe
between 2000 and 2003, leading to a total demand of about 22 million. The biggest contribution to this
demand was expected to come from the emergence of e-business. After the burst of the Internet
bubble and the resulting crisis of the whole ICT sector, the situation has changed in an unforeseen
way. As enterprises from this sector are forced to downsize, IT skilled staff becomes available again.
However, that does not mean that the demand for e-business skills has come to an end. Demand for
people with a sound qualification in areas relevant for e-business is still considerable, as survey
results and the vacancies posted in newspapers and magazines clearly demonstrate.

Developing and improving IT skills in the company

Hiring professionals, however, is only one aspect of developing IT skills in the company. Continuously
improving the general IT skills of the existing staff is also important. In any of the 15 sectors surveyed,
a great majority of enterprises say they support IT training schemes (83% of employees work in such
enterprises). As a rule of thumb, sectors which are among the most active recruiters of IT staff are at
the same time the most active supporters of IT training for their employees, e.g. the financial sectors,
ICT services and transport equipment manufacturing. The financial and the ICT services sectors are
also more likely than others to organise their own IT training schemes. About 80% of employees from
these sectors work in companies which offer in-house IT training.

Table 1-5: Company support for IT training schemes

Support Let their
Support any Offer in-house partlclp.at!on i employees use
training scheme IT training IT tralnlng. some working

offered by third time for IT

EU-4* by sector parties learning
Food & beverages, tobacco 79 42 58 59
Media & printing 85 48 59 71
Chemical industries 88 56 67 78
Metal products 77 46 54 59
Machinery and equipment 88 58 59 60
Electronics 86 63 65 74
Transport equipment 93 54 82 63
Retail 74 46 49 56
Tourism 74 37 47 62
Banking and leasing 97 80 78 82
Insurance and pension funding 99 86 87 89
Real estate activities 81 45 50 68
Business services 84 49 58 69
ICT services 97 82 73 86
Health and social services 82 40 54 65
EU-4* total 83 52 58 66
EU-15 83 51 58 66
0-49 employees 70 34 42 57
50-249 employees 88 53 64 70
250+ employees 95 70 75 74

Base: all enterprises (N=9264 for EU-15; N=5917 for EU-4). EU-4 includes D, F, |, UK. Figures weighted by employment
("...% of employees work in enterprises that support / offer ..."). Reporting period: June/July 2002.

Source: e-Business W@tch (2003)
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A majority of companies in all sectors (about 57%, accounting for 66% of employment) say they let
their employees use some working time for IT learning activities. This figure, however, also includes
informal "learning-by-doing" and not necessarily formalised and organised e-learning activities, as the
much lower response rate for e-learning indicates (when asked explicitly whether the company used
online technologies for e-learning). About 19% of employees work in companies that offer e-learning
opportunities. Again, the financial and the ICT services sectors are the most active users. As can be
expected, the usage of e-learning increases with the size of the company, reaching already 29% of
employees in large companies.

Although being supportive in developing the IT skills of their employees, enterprises regard "learning
on the job" clearly as the most important way to improve the IT skills base in the company. About 60%
of enterprises say that learning on the job is very important. In comparison, only about half as many
companies regard formal training schemes as very important for their IT skills development. The
transport equipment manufacturing sector is outstanding in this respect. 43% of its employees work in
companies which regard formal training as very important. In other sectors, e.g. in the real estate and
business services sectors, the importance of formal training is considered much lower. Self-learning
activities of employees are rated as very important by about 40% of enterprises (on average), with the
ICT services sector standing out (51%).

Figure 1-2: How important are 0O 10 20 30 40 50 60 70 80 90 100
various methods for the | ! ! ! ! ! ! } } }
acquisition of IT skills? On the job learning
Assessment by companies.

Base: EU-15, enterprises using Formal training
computers, (N=8967). Percent of

enterprises. Reporting period:

June/July 2002. Self-learning activities

Source: e-Business W@tch (2003)
W very important fairly important
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e-Readiness > e-Activity > e-Integration > e-Impacts

1.2 E-commerce activities

Marketing and sales

A number of policy reports about e-commerce in the EU and in the United States concluded that the
take-up of sell-side e-commerce has disappointed initial expectations and faces particular difficulties.’
This assessment is mainly based on the perceived discrepancy between the fast uptake of information
and communication technologies by enterprises in general and the comparatively moderate success in
using these technologies for selling online. The e-Business W@tch found that 94% of enterprises
used computers in mid 2002, 83% had access to the Internet, 52% their own website, 34% of
enterprises had implemented e-purchasing processes but only 13% used e-commerce to make sales.”

Figure 1-3: From using 100 . 97
PCs to back-end
integration of L S
e-commerce

Base: all enterprises, EU-15
(N=9264 ). Reporting 40
period: June/July 2002.

52
Source: e-Business W@tch 204 T
(Survey 2002)
0 T T T 1 1
Use PCs Connected to Have a Sell online  Online sales

Internet website integrated

H enterprises representing ...% of employment
O % of enterprises

The result of this gap is what appears to be a relatively low level of online transactions compared to
the level of traditional forms of ordering and purchasing goods and services. In the United States,
e-commerce as a share of total U.S. retail sales remained at approximately 1 percent in 2001°, and
most figures for Europe point at a similar share. Even out of those enterprises selling online, 45% say
the share of goods and services sold online is less than 5% of their total sales, and further 25% say it
is between 5-10%. All in all, this is not even close to many of the figures that were published in the
various auguries of the mid 1990s, when electronic commerce was expected to be boosted
automatically by the advent and fast adoption of the Internet (both by consumers and businesses),
and actually — at the same time — to be a major driver for consumers to get connected to the Internet.
While the commercialisation of the Internet, if liked or disliked, has certainly come true in the way
commonly anticipated, the mere volume of purchases made by the consumers on the net has not yet
reached the level which businesses would like to see.

® for instance: Communication by the European Commission on eEurope Benchmarking: "eCommerce faces particular
difficulties. It is growing, but much slower than expected and seems to be mainly taken up by well-established companies. An
urgent review is required to identify obstacles to eCommerce take-up." [COM (2002) 62 final]

* includes micro-enterprises. Weighted by employment figures ("enterprises comprising ...% of employees") are higher,
especially with respect to online selling (17%) and procurement (43%)

® ¢f. "Digital Economy 2002", report by the US Department of Commerce, Economics and Statistics Administration: "To date, the
Internet as a commercial medium has disappointed initial expectations. E-commerce as a share of total U.S. retail sales remains
at approximately 1 percent. At the industry level, reliance on e-commerce has been widespread but uneven. In 1999, the
Internet or more traditional EDI transactions accounted for 12 percent of manufacturing shipments and 5.4 percent of sales by
wholesale merchants. By contrast, e-commerce accounts for less than 1 percent of shipments among retailers and selected
service providers." (p. vi-vii). http://www.esa.doc.gov/508/esa/pdf/DE2002r1.pdf
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Figure 1-4: Companies
selling online (2002) and
planning to sell online (by
mid 2003)

Base: EU-4 (D, F, I, UK),
N=5917. Figures weighted by
employment ("enterprises
comprising ...% of
employment say that they sell
online")

Source: e-Business W@tch
(2003)

Food & beverages, tobacco
Publishing & printing
Chemical industries
Metal products
Machinery and equipment
Electronics
Transport equipment
Retail
Tourism
Banking and leasing
Insurance & pension funding
Real estate activities
Business services
ICT services
Health and social services

Total

W sell online

50 60

plan to sell online

Table 1-6: E-commerce channels used for selling online

Company Electronic Extranet EDI Mobile

website market- e-commerce
EU-4* by sector place(s) (e.g. WAP)
Food & beverages, tobacco 61 41 24 40 18
Media & printing 93 29 16 3 7
Chemical industries 67 60 0 0 1
Metal products 73 32 5 0 5
Machinery and equipment 88 52 23 17 1
Electronics 74 45 59 59 2
Transport equipment 23 72 30 63 32
Retail 87 37 2 18 2
Tourism 85 27 5 10 11
Banking and leasing 88 24 15 1 15
Insurance and pension funding 98 42 23 0 6
Real estate activities 78 27 10 6 3
Business services 96 22 11 17 1
ICT services 84 41 30 17 6
Health and social services 64 43 0 21 1
EU-4* total 83 35 12 15 6
EU-15 84 34 12 16 7
0-49 employees 2 85 36 5 8
50-249 employees @ 89 31 14 7 6
250+ employees 2 83 33 20 25 8

Figures weighted by employment (enterprises comprising ...% of employees), except 2 (% of enterprises). Base: enterprises

selling online (N=1346 for EU-15; N=805 for EU-4). *EU-4 includes D, F, I, UK. Reporting period: June/July 2002.
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However, while particularly business-to-consumer (B2C) electronic commerce may not have devel-
oped as fast as expected, it is likely that we have only seen the beginnings. The Internet has become
a powerful tool for consumers to compare offers in an efficient way. With the introduction of the Euro in
most of the EU countries, and the increase and further improvement of public online marketplaces
(including peer-to-peer market places and auction platforms) and meta-services such as price-finders,
the transparency of prices across regions will further increase. Considering that today's youth — the
first generation growing up with the Internet — is likely to develop a different shopping behaviour than
their parents and grand-parents, the potential for B2C electronic commerce is still huge. Consumers
will ultimately make use of their power to select the best and cheapest offer from different vendors.

While this can be an opportunity for businesses which sell to consumers, it is at the same time a huge
challenge, since location is becoming a less important factor in retail (except for food and cheap
everyday life commodities). Recent market research suggests that online shopping is in fact increas-
ing fast, albeit at a still rather low level if measured as a share of the total sales volume. Forrester
Research estimated in November 2002 that European online Christmas shopping 2002 would total 7.6
billion Euro, an increase of 86% over the year before.? Net-influenced sales were estimated to rise to
20 billion Euro across all of Europe, and the percentage of European adults who buy online was
believed to have risen from 14% in 2001 to 19% in 2002. A key to understanding the real impact of the
net on consumer sales may in fact be to shift the focus from measuring mere transactions to the
broader concept of "net-influenced" sales. This approach considers the important role of the Internet
during the pre-purchase stages, for instance for browsing the offer and comparing prices.

Another indicator suggesting that sell-side e-commerce may gain momentum is the high percentage of
enterprises that reported plans to take up e-commerce in the 2002 survey. Close to 10% of all
enterprises said they were planning to start selling online by mid 2003.

Fast adoption of e-procurement

The real e-business (r)evolution, however, is probably taking place in the business-to-business (B2B)
arena. In contrast to B2C e-commerce, e-procurement activities have already been widely adopted by
enterprises in nearly all sectors of the economy. In total, 34% of enterprises (accounting for 42% of
employment) and nearly half of all large enterprises said they made online purchases of MRO
(maintenance, repair and operating) supplies and/or direct production goods in 2002. Medium-sized
enterprises do not differ from large ones with respect to the diffusion of e-procurement, and even small
enterprises are not trailing far behind.

Figure 1-5: Adoption process of online selling 60

and purchasing in EU enterprises (%) 50

Data based on information from companies when they 40 |

started to sell/purchase online, asked in 2002; *2003:

estimate, based on plans reported. 30

Figures weighted by employment (enterprises 20 -

comprising ...% of employees sell / purchase online). ! : !

Base: all enterprises (N=9264). Reporting period: 10 4 T Tt P
June/July 2002. Questions: "Does your company 0 ‘ ‘ ‘
sell/purchase online?", If so: "Since when ...?" Mid of

year. 2000 2001 2002 2003*

Source: e-Business W@tch (2003) . )
Make online sales —#— Make online purchases

The percentage of goods and services procured online (as % of total procurement), however, is still
below 10% in most cases. 37% of those enterprises that make online purchases reported in 2002 that
e-procurement accounted for about 1-5% of goods and services purchased, 25% said the share was
between 6-10%. 9% reported a share of more than 50%.

® Forrester Research, Press release from 13" November 2002 (http://www.forrester.com/ER/Press/Release/0,1769.,764.00.html)
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Figure 1-6: Companies
purchasing online /
planning to purchase
online (by mid 2003)

Base: EU-4 (D, F, |, UK),
N=5917.

Figures weighted by
employment ("enterprises
comprising ...% of
employment say that they
purchase online").

Reporting period: June/July
2002.

Source: e-Business W@tch
(2003)
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Figure 1-7: Share of
e-procurement as
% of total purchases

Base: EU-4 (D, F, I, UK),
companies procuring online,
excl. "no answer" / "don't
know" (N=2251).

Figures weighted by
employment ("enterprises
comprising ...% of
employment say that they
procure ...")

Source: e-Business W@tch
(2003)
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Table 1-7: Barriers to selling online (companies completely agreeing to statement)

Customers Products do Technology Delivery Adapting

hesitant to not lend is too process corpora.te

buy online themselve§ to expensive causes cu.ltl.Jre is
EU-4* by sector selling online problems difficult
Food & beverages, tobacco 25 58 18 18 26
Media & printing 29 52 23 11 22
Chemical industries 20 45 15 13 23
Metal products 29 57 25 13 30
Machinery and equipment 25 58 29 13 26
Electronics 22 45 18 8 26
Transport equipment 28 75 11 17 23
Retail 27 35 26 18 25
Tourism 28 39 26 10 21
Banking and leasing 26 36 24 19 30
Insurance and pension funding 33 37 16 11 18
Real estate activities 30 58 21 12 21
Business services 28 59 18 12 23
ICT services 27 47 13 14 14
Health and social services 29 60 22 11 25
EU-4* total 27 50 21 14 24
EU-15 28 49 21 14 24

Figures weighted by employment (enterprises comprising ...% of employees fully agreeing to statement).
Base: all enterprises (N=9264 for EU-15 N=5917 for EU-4). *EU-4 includes D, F, I, UK. Reporting period: June/July 2002.

Source: e-Business W@tch (2003)

Table 1-8: Barriers to procuring online (companies completely agreeing to statement)

Concerns

fa?:z?tl:-:‘zze Suppliers c.:io about d_ata .Technolo.gy a dv;c;:;e is

interaction not sell online protectlo'n is expensive insignificant
EU-4* by sector and security
Food & beverages, tobacco 46 42 25 22 22
Media & printing 36 30 30 20 21
Chemical industries 45 36 22 22 11
Metal products 45 44 25 29 22
Machinery and equipment 41 38 23 28 17
Electronics 34 33 31 21 19
Transport equipment 35 39 29 10 23
Retail 36 34 34 28 27
Tourism 30 32 29 27 20
Banking and leasing 41 29 30 23 14
Insurance and pension funding 33 26 28 8 19
Real estate activities 35 35 36 28 21
Business services 32 28 29 17 21
ICT services 29 19 25 20 13
Health and social services 35 26 37 26 23
EU-4* total 36 32 30 23 21
EU-15 36 32 30 23 20
Figures weighted by employment (enterprises comprising ...% of employees fully agreeing to statement).
Base: all enterprises (N=9264 for EU-15; N=5917 for EU-4). *EU-4 includes D, F, |, UK. Reporting period: June/July 2002.

Source: e-Business W@tch (2003)
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The development of B2B e-marketplaces

Within the discussion of B2B e-commerce, a lot of attention has been paid to the emergence of
electronic marketplaces. Unlike the classical e-commerce sites of individual companies (sell-side
solutions), virtual marketplaces feature several suppliers and bring together several buyers.
Furthermore, B2B marketplaces differ from Internet portals, simple information directories and industry
networks in their transaction focus. Cost savings have been the major selling argument brought
forward by marketplace operators and the main motivation for buyers to use marketplaces. In theory,
cost savings should be the result of the following mechanisms:

(1) Growing market transparency lowers the product costs for participants who have been paying
more than the market price up to now.

(2) In catalogue-based marketplaces the aggregated buyers have more market power than each
individual buyer and can exert pressure on prices.

(3) The electronic processing of purchases and sales saves transaction costs.
During the dot.com boom of 1999-2001 the number of B2B marketplaces increased considerably all
over the world. A survey by Berlecon Research counted 332 marketplaces worldwide in late 1999; this

number tripled to 1090 in mid-2000 and — despite the bursting dot.com bubble — increased further in
2001. Since then, however, the number has been decreasing again.

Table 1-9: Estimated numbers of active B2B marketplaces by region of activity

Active in ... Estimate by Berlecon Research ... by eMarketServices
World 1,028 1,189
North America 636 469
Europe 380 528

Sources: B2B marketplace databases from Berlecon Research (www.berlecon.de ) and eMarketServices
(www.emarketservices.com), Jan. 2003. The regional information denotes activity within the respective region, not necessarily
the headquarters.

The e-Business W@tch asked enterprises whether they trade on e-marketplaces and — if so — what
type of transactions they accomplish there. About 5-6% of the EU enterprises (comprising 6.5% of all
employees) in the 15 sectors covered used e-marketplaces in 2002 and 3.3% said they planned to do
so by mid 2003. The figure appears to be rather low at first glance, considering the intensity of the
related policy debates. However, there is a considerable difference between industry sectors, and in
some of them diffusion has reached an important economic level, as notably the large enterprises
(accounting for a vast majority of employees) trade on marketplaces. In the ICT services sector nearly
12% of all companies trade on marketplaces. In the chemical industries (NACE 24, 25) and transport
equipment manufacturing sector (NACE 34, 35) the percentage of companies is lower, but accounts
for about 15% of employment. In the machinery and equipment manufacturing sector (NACE 29),
marketplaces seem to gain importance (3% of enterprises accounting for 11% of employment). Plans
to use marketplaces reported by enterprises indicate a higher interest in sectors which are not yet as
intensive users as the leading sectors.

Large enterprises are more likely to use marketplaces than SMEs. While about 10% of the large
enterprises say they use e-marketplaces for selling or purchasing products and services in 2002, only
about 5% of the SMEs do so. The percentage of enterprises which plan to start using marketplaces is
higher among large enterprises as well.

There is hardly a difference between SMEs and large enterprises, however, in terms of which activities
are carried out on e-marketplaces. "Simple" catalogue-based offering and purchasing are clearly the
most important types of transaction. Participation in auctions is less important, and also launching or
answering calls for tender trail behind. The fact that none of these activities has a participation rate of
more than 50% indicates that enterprises tend to assume a very specific behaviour and role in their
approach toward e-marketplaces. In particular, answers suggest that most enterprises use a market-
place either as a vendor or buyer, but not in both roles.
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Table 1-10: Participation in B2B e-marketplaces by sector (2002)

EU-4 by sector

Trading on Planning to trade on
e-marketplaces e-marketplaces
(mid 2002) (by mid 2003)
% of comprising ...% % of comprising ...%

enterprises

of employment

enterprises

of employment

Food & beverages, tobacco 0.7 3.8 2.7 3.8
Media & printing 4.7 6.9 3.9 6.6
Chemical industries 4.3 17.2 2.7 2.1
Metal products 0.8 4.9 24 3.1
Machinery and equipment 3.0 11.4 2.7 14
Electronics 4.6 7.6 3.8 8.7
Transport equipment 4.1 141 3.2 4.9
Retail 6.6 5.7 2.0 7.2
Tourism 8.6 8.5 5.0 3.9
Banking and leasing 3.7 2.0 1.6 5.0
Insurance and pension funding 4.2 6.1 5.0 3.7
Real estate activities 25 3.1 1.3 1.7
Business services 5.0 4.5 51 4.1
ICT services 11.9 8.6 9.0 5.1
Health and social services 3.8 3.4 2.3 3.5
EU-4* total 5.3 6.5 34 4.6
EU-15 5.4 6.6 3.3 4.8
0-49 employees 54 5.3 3.3 3.4
50-249 employees 5.4 5.2 4.2 3.8
250+ employees 10.0 8.6 5.2 6.6

Base: all enterprises (N=9264 for EU-15; N=5917 for EU-4). *EU-4 include D, F, | and UK. Reporting period: June/July 2002.

Source: e-Business W@tch (2003)

Table 1-11: Activities on B2B e-marketplaces (2002)

Activity on e-marketplaces (EU-15)

Participation rate (% of enterprises)

Catalogue-based offering
Catalogue-based purchasing
Auctions: selling

Auctions: bidding

Launching calls for tender
Answering calls for tender

45
36
16
18
14
21

Base: EU-15, enterprises trading on e-marketplaces (N = 497)

Source: e-Business W@tch (2003)

23
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1.3 Integration and sophistication of e-business processes

ICT and e-business experts point out that the next stage and challenge in the e-business (r)evolution
which many companies will have to manage is about integrating the "e" into their general business
processes, instead of conducting e-commerce as a separate business, as it is still the reality in many
companies. External relations between the company, its customers (be it other businesses or
consumers), suppliers and co-operating partners as well as internal processes (within the enterprise)
will be closely tied to each other with the support of information technology and communication
networks. Supply chain management, marketing and sales, logistics and delivery, after sales services,
as well as other more horizontal business functions (e.g. knowledge management, finance) will all be
integrated as parts of an overall (electronic) business strategy.

Processes within the enterprise

A first step in this direction is to enable rather simple functions internally. Sharing documents to
perform collaborative work, for instance, has become quite common among enterprises except for the
smallest ones. 46% of employees work in companies where document sharing is possible. The
diffusion of IT solutions for other, more specific applications is less advanced, as the following
examples show: Companies accounting for 23% of employment use online technologies to support the
human resources management, 12% to automate the travel reimbursement of employees and 19% for
e-learning. As the efficiency gains from IT supported internal business processes tend to increase with
the company size, large enterprises are more likely to make use of them.

Figure 1-8: Enterprises (by 0 20 40 60 80 100
size-class) using online | | | |
technologies for internal ‘ ! !
business processes

To share documents / for
collaborative work

Base: EU-15, all enterprises i
(N=9264). In % of enterprises.

Source: e-Business W@tch (2003) production time

For e-learning

To track working hours and 3
29

0-49 W 50-249 250+

Processes of the extended enterprise

The main idea behind the concept of an “extended enterprise” is that a company is constituted not
only by its management, employees and means of production, but also by a functioning network of
business partners, including suppliers and customers. The coordination and management of this
network often include third-party relationships maintained on behalf of the client. For companies from
the advertising industry, for example, the management of third party relationships is a core business.
They do not only design advertising campaigns for their customers, but also manage the various
relationships with suppliers, freelancers and contractors within the advertising value chain.

ICTs and e-business applications play a major role in the management of complex third party
relationships. In the 1990s, e-mail caused a revolution in the speed of communication (multiplying the
"communication turnover"). Building on this, new applications have been developed to facilitate the co-
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operation among businesses and the co-ordination of projects involving different partners. Close to
50% of employees work in companies that exchange documents electronically with suppliers and
customers. In 2002, 13% of enterprises (accounting for 20% of employment) used online tools for
collaboration in designing products, and 10% to forecast product demand, which is most important for
industries keeping a stock of produced goods.

Table 1-12: Usage of online technologies for various business processes

Online f:ollaboration with Online Electronic exchange of
business partners documents
management
for designing to frc())rdelj:stst °f capacity / with with
EU-4* by sector products d‘;mands inventory suppliers customers
Food & beverages, tobacco 10 11 10 41 38
Media & printing 32 15 20 61 60
Chemical industries 24 18 21 46 52
Metal products 16 10 11 47 47
Machinery and equipment 18 9 11 48 55
Electronics 39 24 22 53 59
Transport equipment 42 11 26 60 59
Retail 15 24 21 53 34
Tourism 16 10 12 40 33
Banking and leasing 21 19 17 42 48
Insurance and pension funding 19 25 15 54 39
Real estate activities 9 11 7 37 38
Business services 19 12 13 46 56
ICT services 46 21 26 58 60
Health and social services 10 8 14 33 27
EU-4* total 20 15 16 47 45
EU-15 20 15 17 47 46

Figures weighted by employment (enterprises comprising ...% of employees).
Base: all enterprises (N=9264 for EU-15; N=5917 for EU-4). *EU-4 includes D, F, |, UK. Reporting period: June/July 2002.

Source: e-Business W@tch (2003)
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Figure 1-9:
Processes of the ‘ : :
extended enter- Online collaboration with business
prise (by size- partners for designing products
class) g
Online collaboration with business
Base: EU-15, all

enterprises (N=9264) partners to forecast product demands

In % of enterprises. . .
Online management of capacity /

Source: e-Business inventory
W@tch (2003) i
Electronic exchange of documents with
suppliers

Electronic exchange of documents with
customers

0-49 W 50-249 250+
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Integrating e-commerce

Quite a number of enterprises have started to sell online on their website, but consider this as a
parallel activity to their "normal" business. The costs for implementing a rather isolated solution such
as a website with some ordering forms are inexpensive, but it is questionable if this is a successful
strategy in the long run. A more advanced solution that integrates e-commerce activities with
processes of the value chain is much more complex and cost intensive. It may not yet dawn on many
businesses that this will be a requirement at some point in their not too distant future. And it may be a
hard lesson to learn that after having been told to "go digital" for years, and after finally having taken
the first steps, there are many more steps to go. In 2002, the majority of enterprises selling online said
that they were informed about incoming orders by an automatically generated e-mail (> 50%).

Table 1-13: Method of processing online orders

Online orders  Incoming Company Information | Online orders
are fully online orders receives a fax about online trigger
integrated generate an informing orders in business

with the back- automatic e- about online other form(s)| processes
EU-4* by sector end system mail orders
Food & beverages, tobacco 16 63 20 2 38
Media & printing 31 56 7 3 48
Chemical industries -- 57 2 2 43
Metal products - 57 16 -- 25
Machinery and equipment 25 56 3 10 34
Electronics 54 36 6 2 58
Transport equipment 33 17 34 1 78
Retail 16 72 3 8 30
Tourism 18 67 7 3 32
Banking and leasing 56 19 1 8 79
Insurance and pension funding 43 37 6 6 43
Real estate activities 6 66 7 11 22
Business services 6 55 8 10 40
ICT services 66 14 1 8 55
Health and social services 22 40 15 22 36
EU-4* total 26 52 6 7 42
EU-15 26 51 7 7 43

Figures weighted by employment (enterprises comprising ...% of employees). Base: enterprises selling online (N=1346 for EU-
15; N=805 for EU-4). *EU-4 includes D, F, |, UK. Reporting period: June/July 2002.

Source: e-Business W@tch (2003)

Figure 1-10: Sophistication of online

selling by size-class: integration with

backend system, usage of secure

servers 0-49

40 60 80 100

Base: EU-15, enterprises selling online
(N=1346).

In % of enterprises. Reporting period:
June/July 2002.

50-249

+
Source: e-Business W@tch (2003) 250

H Online sales integrated with backend system
Use secure server (SSL) for online sales
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In a way, tackling this task can be regarded as a revival of the old issue of business process re-
engineering and will be a key challenge especially for SMEs for the years to come, as otherwise the
digital divide between large enterprises and SMEs may increase to the disadvantage of the latter. A
critical success factor in this context is to what extent it will be possible to agree on technical
standards and to whether adequate e-business technologies which are affordable to SMEs will be
available. The IT and software industries have developed special software solutions to help enter-
prises integrating business processes.

CRM and SCM - hyped acronyms or the next big thing?

Electronic business is ascribed the potential to significantly improve customer relationship. But, as with
other functions, exploiting this potential is still in a very early stage, and there is a lot of uncertainty
how electronic Customer Relationship Management (CRM) will really work at the end of the day,
what it will achieve and how it should be implemented in business processes. CRM solutions have
become a hot topic and senior management issue because they consume considerable amounts of
money and — not to neglect the success stories — have in many cases proved a disappointment.
Expenses do not only include the purchase of the software. Costs for the consequent implementation
process, training and integration outlays can be three to five times higher.7 Accenture has identified
two principal reasons why CRM may fall short of expectations: (i) the disconnect between customer
relationship management vision and execution, and (ii) the rising standard for customer relationship
management excellence.?

In theory, online interaction with customers can collect and furnish a wealth of data on customers’
behaviour and needs. CRM solutions promise the ability to synthesize these data and to provide a
universal view of the customer. But how exactly to use these data in order to provide a value added
service to customers (and without getting into conflict with data protection) is to a large extent still
unknown terrain or part of experiments. Forerunners in B2C e-commerce, particularly in retail sectors
trading books, CDs and IT products (amazon.com may serve as an example) demonstrate already
today the potential of CRM in the digital economy. But CRM solutions needs to contribute to
profitability and must not become an end in itself. Quite a lot of Internet companies which burst during
the dot.com crash hat implemented cutting-edge CRM solutions — maybe too advanced compared to
the amount of business they generated. Still, ICT service providers regard electronic CRM solutions as
a most promising business area in the future.

CRM can also be used to collect information how to customise products already during the production
process. However, it should not be overlooked that customising an offer creates additional costs in the
first place, and the benefits (better service to customers, eventually increased sales) must justify this
additional cost.

Supply Chain Management (SCM) solutions shall help businesses to reduce costs, increase
revenue, and improve service to their customers by matching supply and demand through integrated
and collaborative planning tools. Cost reductions are to be achieved for instance by integration with
public and private e-marketplaces and thus to facilitate retrieval and comparison of suppliers. SCM
also promises to reduce inventories and to increase productivity by maximizing the efficiency of order
processes and other administration functions. Solutions may also support collaboration with business
partners. However, in order to reap these benefits, companies must make considerable investments
first. McKinsey estimates that vendors (including supply chain specialists such as Ariba and i2
Technologies, and software developers such as SAP and Oracle) sold more than 15 billion EUR in
SCM software licences from 1999 to 2002 and that this was only the first step in a process.’

" Ebner, Manuel et al. (2002): "How to rescue CRM", in: The McKinsey Quarterly, 2002 special edition: "Technology after the
bubble", 49-57

® Freeland, John (2003): "Customer Relationship Management:: Is It Worth It?". accenture, Outlook Point of View, January
2003. http://www.accenture.com/xdoc/en/ideas/outlook/pov/pov_worth_it a4.pdf (accessed in March 2003)

® Kanakamedala, Kishore et al. (2003): "Getting supply chain software right", in: The McKinsey Quarterly, 2003, No.1, 78-85
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As with CRM, results of implementing an SCM software have been mixed. While many companies
were able to exploit the potential of this technology to improve their supply chain processes, others are
reported to be disappointed about the outcome, considering the huge investments and organisational
implications. Again, technology must have a measurable impact and not become an end in itself.

Enterprise Resource Planning (ERP) systems allow to cover all major business activities within a
company, including product planning, parts purchasing, inventory management, order tracking, human
resources, projects management, and finance. ERP evolved from material requirement planning
(MRP) around 1990. Ideally, ERP allows businesses to co-ordinate global demand, supply and
production. Selecting the right ERP software and implementing the system is a highly complex
process, inevitably involving important decisions about business processes and strategies. ERP
systems are predominantly used by manufacturing companies. The way these systems operate and
interoperate has been changed by the rise of the Internet. Current ERP systems have to support
Internet connectivity.10

Sophisticated CRM, SCM and ERP solutions are not widely diffused yet. However, the implementation
has gained momentum among large enterprises. The critical divide is currently between medium-sized
and large enterprises. 31% of all large enterprises used a CRM solution and 13% had implemented a
software solution for supply chain management in mid 2002. There are considerable differences
between sectors, as the sophistication of customer relationship management, for instance, is more
relevant for sectors where companies typically deal with a large number of customers (e.g. in
telecommunications or in the financial services).

Table 1-14: E-business sophistication: diffusion of special e-business solutions

CRM solution SCM solution ERP system
Use Plan to use Use Plan to use Use Plan to use
EU-4* by sector (12 months) (12 months) (12 months)
Food & beverages, tobacco 14 3 6 19 5
Media & printing 15 6 6 4 18 3
Chemical industries 23 15 13 6 50 4
Metal products 6 6 ) 3 25 5
Machinery and equipment 18 6 8 2 37 4
Electronics 33 9 19 11 61 3
Transport equipment 18 1 17 6 53 1
Retail 16 9 9 2 14 2
Tourism 13 2 4 0.8 7 2
Banking and leasing 39 12 2 <1 12 <1
Insurance and pension funding 30 12 6 6 12 8
Real estate activities 6 3 3 1 ) 2
Business services 17 5 4 2 13 3
ICT services 42 6 9 3 41 5
Health and social services 4 1 2 2 5) 1
EU-4* total 17 6 7 3 20 3
EU-15 17 6 7 3 20 3

Figures weighted by employment (enterprises comprising ...% of employees).
Base: all enterprises (N=9264 for EU-15; N=5917 for EU-4). *EU-4 includes D, F, |, UK. Reporting period: June/July 2002.

Source: e-Business W@tch (2003)

"% ¢f. Amor, Daniel (2002): The e-business (r)evolution. living and working in an interconnected world. 2" edition. New Jersey:
Prentice Hall. 123 ff.
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1.4 Perceived impacts of e-business

Impact of e-procurement

Survey results show that currently e-purchasing is the most widely adopted e-business activity, having
gained acceptance from both large and small enterprises. Potential impacts include saving on
procurement costs, better relations with suppliers, improving of internal business processes and
variations in the number of active suppliers. The main impact of e-procurement — according to the
perception of enterprises that make online purchases — is on the efficiency of internal business
processes. About 60% of enterprises, and in some sectors even 75%, report (fairly or very) positive
effects, less than 5% observe negative effects. Large enterprises are slightly more satisfied (70%
"fairly/very positive"), but medium-sized (60%) and even small enterprises (55%) are not too different
in their perception of impacts.

A main driver to implement e-procurement mechanisms is to reduce costs. This can be achieved in
two ways: by reducing costs of the goods / services purchased and by reducing (internal) processing
costs for procurement processes. 58% of those companies which use e-procurement have
experienced a positive impact on their procurement costs, albeit only 13% a "very positive" one. While
there are only marginal differences between sectors in that respect, large enterprises currently seem
to benefit slightly more from e-procurement than SMEs.

There is some controversy as to whether e-procurement will lead to concentration, as several
international players have announced strategies to drastically decrease the number of their suppliers
by using marketplaces for e-procurement. Survey results do not immediately support this evidence.
25% of companies that procure online say that e-procurement activities have rather caused the
number of their suppliers to increase, while only 5% say the number has decreased. However, among
large enterprises, the share of the latter rises to 16%. The picture differs also between sectors. In ICT
services, for instance, more people work in companies reporting that the number of their suppliers has
decreased because of e-procurement than in enterprises which have broadened their supplier base.
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Impact of selling online

Many firms report that their goods and services simply do not lend themselves to selling online. In
addition, low expectations about online sales volumes are named as a major barrier to implementation
of online sales. Companies are also reluctant to implement online sales solutions because they fear
increased price pressure and implementation costs. The market transparency that helps them to save
costs as a buyer puts pressure on their own margins as a seller. On the other hand, those firms that
already sell online reported positive effects on sales volumes, number of customers, efficiency of
internal business processes and an expansion of the sales area. The quality of customer service is the
area where most companies (28%) assume to have achieved "very positive" effects through selling
online. Reducing costs for logistics and inventory, on the other hand, is the impact area with the lowest
degree of satisfaction. This indicate that selling online is — at this point of time — more important with
respect to customer service than as a means of reducing costs.

With respect to the perceived impacts of selling online, differences between sectors are less
pronounced than in other areas of e-business. However, there are some remarkable results when
looking at negative impacts. The share of disappointed companies is highest in the transport
equipment manufacturing sector.

¢ More than 20% of online sellers in transport equipment manufacturing, machinery and equipment
and in the chemical industries report a negative impact on the number of customers. This
assessment is probably to be understood as a critical perspective on the impact of e-commerce
on these sectors as a whole.
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e 25% of online sellers in transport equipment manufacturing and 24% of banking / leasing enter-
prises selling online observe negative impacts on the costs of logistics and inventory. In the case
of banks, this finding reflects that online banking seems to be well accepted by customers, but not
necessarily a profitable operation for banks so far (cf. contribution by Prof. Umberto Filotto in this
report).

e 20% of transport equipment manufacturers selling online and 17% in the chemical industries see a
negative impact on the quality of customer service.

Figure 1-14:
Perceived impacts of
selling online on
various business

areas Number of customers I | | | “

-20 -10 0 10 20 30 40 50 60 70 80

Volume of sales o |

Base: EU-15, enterprises
selling online, (N~1200
per item asked). In % of

Sales area N |

enterprises. Quality of customer service | N 28 |
Source: e-Business Efficiency of business processes A B 21
W@tch (2003) N
Costs of logistics and inventory N | 25
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The overall significance of e-business today

All in all, more than half of all enterprises said in 2002 that e-business had already at least some
significance for the way they operate. About 12% said it constituted a significant part. Remarkably,
small enterprises do not differ from medium-sized and not even much from large enterprises in their
perception of the relative importance. While this is only a "soft" indicator which does not reveal hard
facts about real e-business activities, it is a useful barometer for the general attitude toward and
perception of electronic business development and one's own position in this development.

Figure 1-15: Perceived

] g 0 10 20 30 40 50
impacts: Have e-business
activities changed the ... o

... organisational structure
Base: EU-15, all enterprises .
(N=9264). In % of enterprises. - internal work processes
Source: e-Business W@tch (2003) ... customer relationship

... relationship to suppliers

... offer of products & services
Ml significantly somewhat

The most significant impacts of e-business concern the internal work processes. More than a quarter
of all enterprises said that these had significantly or somewhat changed through e-business practices.
About 20% of enterprises reported that the organisation structure and the relation to customers and
suppliers have significantly or somewhat changed. Impacts on the organisational structure and internal
work processes were considered more important in large enterprises, though. Perceived impacts were
least pronounced with respect to the offer of products and services.
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Electronic business is about to significantly impact on companies' relationships to customers. Although
e-commerce transactions, especially in the business-to-consumer area, have not deployed as fast as
expected (12% of companies sell online), about a quarter of all enterprises felt that e-business had
already somewhat or significantly changed the way they interact with their customers. The financial
and ICT services sectors are outstanding in that respect, observing the highest impact.

The e-Business W@tch asked companies how satisfied they were with the results of their e-business
activities. On the whole, businesses seemed to be satisfied, if unenthusiastic. In total, 14% of
enterprises said they were "very satisfied" and 74% reported to be "fairly satisfied", which leaves about
12% of enterprises that were "(very) disappointed" with the effects of their e-business activities. The
share of companies openly admitting disappointment with the effects of e-business so far is notably
higher among large enterprises (16%). Sectors do not differ very much with respect to e-business
satisfaction (cf. respective Index in the sector scoreboards).

Figure: 1-16: Sgt{gfaction with 40 20 0 20 40 60 80 100
e-business activities
Base: EU-15, enterprises practising 0-49 | ‘ ‘ ‘ m
e-business (N=4365). In % of enterprises. : 4 : : : ;
Source: e-Business W@tch (2003) 50-249 | : ‘ : m
200 | B
(+) fairly satisfied H (+) very satisfied

(-) fairly disappointed M (-) very disappointed

Intended expenditures on e-business technologies

In mid 2002, the intentions of companies concerning their expenditures on e-business-related
technologies were more promising than the general climate for IT spending in 2002/03 would suggest.
A third of all enterprises said in 2002 that they planned to increase expenditures and only a very few
said they would decrease investments. However, this is just a statement of intention and must be
confronted with statistics on real IT spending, many of which report reduced expenditures on new
hardware and software by 15-25% in 2002.""

Sectors do not differ very much in their attitudes towards future investments, with a few exceptions
only: The ICT services sector has a higher percentage of companies reporting plans for increased
expenditures, while particularly the automotive and the health sectors are more cautious in their
projections than the industry average.

" ¢f. for instance Matter, Frank et al. (2003): "Fighting complexity in IT", in: The McKinsey Quarterly, 2003, No. 1, 57-65
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2 Conclusions: economic and policy implications

2.1 Economic implications of e-business developments

The dynamic adoption of e-business has considerable economic and organisational implications. As
companies are striving to exploit opportunities to save costs, to streamline procedures in existing
transactions and business routines and to expand markets, they are at the same time challenged to
introduce new business models and to re-define value chains. The current situation within the sectors
analysed is quite diverse. E-business activities and impacts, in fact, reflect differences in

* the core activities

e the nature of products and services provided (manufacturing versus services, standardised
products and services versus customised ones)

* the customer base, i.e. between sectors mainly selling to companies (B2B focus) and consumer
oriented sectors (B2C)

* degrees of ICT adoption and usage within the industry.

The results achieved are also influenced by the different business models adopted: pure online
players, multi-channel distribution, e-business activities through portals (generic or thematic), and
marketplaces. Furthermore, e-business covers a wide and diverse field of internal and external
business processes. Some of these have not (yet) developed as was anticipated, others have already
achieved enormous progress. Evidence suggests a shift of attention toward usage of e-business
technologies for internal business processes and co-operation with business partners.
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2.1.1 Impact on individual enterprises

Efficiency of internal processes

Network applications are increasingly used to support internal business processes such as tracking of
working time, collaborative work and human resources management. Larger enterprises are on
average four times as likely as small ones to adopt these applications. However, changes in workflow
are also taking place within SMEs. E-business tools used internally can help to streamline those
components of business that can be standardised. Highly repetitive tasks such as data storage, e-mail
acknowledgements or checking inventory levels and the associated cost of staff to deal with it can in
many industries represent a significant part of the costs for customer services and their optimisation
has very clear economic implications. A standardisation of recurring business processes make costs
and quality of the resulting products and services more predictable and help finding inefficiencies in
the production process. This holds true for standardised parts as well as for the knowledge-intensive
part of the businesses.

Relations with suppliers and customers

A most important and frequently reported effect of e-business concerns the relations with business
partners, suppliers and customers. Interactive relationships are economically difficult to quantify, but
they comprise a variety of features that are generally considered as being positive in reducing costs
through reviewing and improving organisational inefficiencies and activities through open and trusted
communication. According to the results of the e-Business W@tch survey 2002, the electronic
exchange of documents with suppliers and customers is quite common while more sophisticated forms
of cooperation such as co-design of products are not very diffused.

Online collaboration, the exchanging of important design or production related information and the
ability to access data about production times and schedules through extranets, mail groups or other
electronic communication mediums have all been demonstrated to potentially reduce costs in
manufacturing sectors. Integration allows closer synchronisation of the supply chain with the aim of
reducing inventory and shortening cycle times. Reducing time to market reduces development and set
up costs and potentially increases revenues due to the benefits of being first to market.

Employing e-business tools to improve customer-faced processes such as customer service, sales
and marketing is very important for those industries that deal with large numbers of customers.
Through more efficient systems and techniques for dealing with information on customers (CRM),
clusters of customers with particular characteristics can be constructed, allowing marketing measures
to focus on the most profitable and promising ones.

Increasing complexity of organisations

In some sectors, the development of e-business is associated to an increased complexity of the
organisations. Such complexity is obviously driven also by external factors (concentration, vertical
integration, diversification), but in a few cases it is determined by the e-business strategies adopted by
companies. This happens mainly in those sectors where e-business has been leading towards the
adoption of multi-channel strategies, as for instance in the finance and the retail sector.

For financial Institutions operating in retail banking the most commonly adopted strategy is the multi-
channel strategy, which better suits the preference of the customer according to his/her various needs.
Physical branches are still the most important contact point with customers and the most used channel
for purchasing banking products. This explains why European banks are scaling down their physical
network more slowly than expected, and in a few cases further expansion is actually taking place.

Similarly, in the retail sector, the online channel is only rarely developing as an independent channel,
with its own characteristics and features. More frequently it is developing as a complementary one,
able to exploit experience with customers’ relationship, brand reliability and logistical support of the
physical channel.
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Implementing a multi-channel strategy involves high costs, however, as it implies a broad range of
investments with respect to technological and organisational requirements (e.g. integration of
channels with back office processes and CRM solutions). Integration is critical because much of the
value from online activities is related to offline ones (cross-selling, process cost-cuts).

Impact on the offer of products and services

Companies do not observe a significant impact of doing business electronically on their offer of
products and services. The highest intensity of impacts are reported from those sectors where
digitalisation and IT developments directly affect the offer as in telecommunications and computer
related services, business services, finance and media.

In business services, for instance, the nature of the services provided change by being provided
digitally or by having digital components added to them. Security services can enhance their personal
observation with additional permanent video surveillance and thus provide a higher service value.
Architects and designers no longer only supply the design of something but also the CAD object that
can be directly used for production or other purposes. Such changes imply cost savings for the service
companies’ customers or lead to a higher value of the service. The most important impact of e-
business on the offer as perceived by companies is not the change of the product or service itself,
however, but the improved quality of customer service.

2.1.2 Impact on industry structure

Vertical integration and “shortening” of the value chain

In some sectors companies (particularly the largest ones) try to exploit e-business for exerting more
control on upstream and downstream activities with the twofold objective of incorporating margins and
taking strategic control of the most critical activities of the value chain. Large multinational food
producers, for instance, search for greater integration with raw material suppliers with the aim not only
of reducing costs but also of ensuring the quality standards which are essential to build customers’
trust and to create brand loyalty. Conversely, food producers are also increasingly collaborating with
distribution channels. Automatic stock replenishment and deliveries are increasingly becoming their
responsibility.

The role of third parties and the changes in intermediation

A very important aspect of e-business is the emergence of third-party initiatives such as marketplaces.
Although the overall participation on B2B e-marketplaces is still below 10% of all enterprises, in
sectors such as chemicals and transport equipment manufacturing trading on marketplaces is clearly
gaining momentum.

In the chemical industry, using e-markets is often one element within the e-commerce strategy of
companies. The strategy also involves direct access for customers through enterprise portals as well
as direct integration of ERP systems with important suppliers or customers. In the ICT services sector,
marketplaces respond to sector specific inefficiencies in input management. They are still in an initial
phase, and their development is currently suffering from the low dynamics in the ICT sector.
Marketplaces have tried to capitalise on the industry-specific input inefficiencies such as volatile
demand for telecommunication capacity, for software components or for experts.

Although the impacts of marketplaces are yet below initial expectations, their development might
eventually be a challenge for competition. A further increased bargaining power of large customers
along with mechanisms that put price at the centre of purchasing decisions could lead to further
concentration among suppliers and to a discrimination against weaker partners. In the retail sector, for
instance, there are indications that in a number of marketplace initiatives the threshold of exchanges
required is not affordable for smaller companies.
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An issue of great concern in the past has been to what extent e-business is leading towards
“disintermediation” thanks to the possibility of selling directly to the final customer by using the
Internet. However, even in those sectors where the value chain has been “squeezed” by the
implementation of e-business, there is no evidence of substantial disintermediation phenomena.

The pioneer sector with respect to disintermediation and re-intermediation effects is tourism. Here, the
traditional tourist service providers (hotels, other types of accommodations, airlines) have
implemented a business strategy which tends to enhance the link with the end-users. These players
have quickly moved from mere information to interactive sites and are increasingly using the network
in a Customer Relationship Management (CRM) perspective. As far as airlines are concerned, the
Internet is creating a market for "no-frills" airways. Tour operators and travel agencies increasingly use
the web as an additional channel to sell products to end-users. Another relevant effect of the advent of
the Internet is the birth of new players “e-intermediaries” in the sector: online-only agencies, travel
portals and regional and local tourist portals.

Transparency and customers’ bargaining power

The spread of e-business means an increase in a customer's bargaining power: more active, better
informed, in a position to compare prices and quality of services. This impact is particularly evident in
those sectors where customers have easier access to information such as Tourism, Finance and
Insurance services. While transaction transparency can bring positive impacts in terms of trust and
fairness, it also poses significant challenges related to the pressure on prices that it brings about.

2.2 Policy Implications

Defining the target audience of policy actions

Producing ICT policy recommendations which apply across the EU’s extremely diverse economic
landscape is a particularly difficult challenge. The EU policy objective is to achieve the goals set out
first in Lisbon in March 2000, and then reinforced in Gothenburg (June 2001) for Europe to become
the world's most sustainably competitive and dynamic knowledge-based economy. eEurope 2002 has
been concluded and a number of other initiatives are in place (e.g. eEurope2005 Action Plan, Go
Digital), which set out comprehensive actions amongst other activities to increase SME involvement
and awareness, resolve legal uncertainty, and increase confidence.

The difficulty is the challenge of crafting policies that are applicable across enterprises and industrial
divides, requiring at one level broad policy actions, and at another, a number of activities tailored to
specific industrial sectors. For example, manufacturing, with a high number of small and medium sized
enterprises and significant capital intensity, is characterised by the existence of “islands of activity".
These are still proving to be difficult and costly to integrate. Many manufacturing processes are also
labour intensive and this imposes a significant barrier to a greater ICT diffusion. At the other end of the
industrial spectrum, large enterprises within the service industry, such as banking, insurance and retail
have benefited from ICT infrastructure investments. They have exploited economies of scale, through
concentration in an industry where average costs decrease with increase in the number of customers
and thereby give large firms a distinct cost advantage. The ability to conduct business via the Internet
makes this effect even more pronounced, as it can facilitate lower costs per sale through easier world-
wide distribution to a much larger number of customers.

Six policy actions, which together can leverage greater preparedness for enterprises across industrial
activity and size class are outlined in this section.

* The first is creating the regulatory framework, which focuses on European directives,
harmonisation, and the resolution of legal uncertainties.
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* The second and third action areas directly concern the approach to e-commerce/business growth
characterised by improving security and increasing trust and by the active development,
promotion and implementation of technical standards and best practice guidelines.

* Raising e-business awareness is the fourth major policy action addressed. While the publication of
good practice is occurring in several areas, it needs to become more focussed and directed
towards SMEs.

e Education and training of individuals in enterprise skills for e-business is the fifth major policy
action. IT skill development needs are discussed, and a summary of specific educational activities
directed at SMEs is outlined e.g. SME support activities, and the use of SME support networks.

* The sixth action area presented comprises the other policy actions required for engaging and
encouraging SMEs in particular to be more active in e-business.

2.2.1 Creating the European legal framework

Trans-boundary trading

E-business facilitates international trade. As more and more companies make use of this opportunity,
the requirement for harmonised legislation across Europe also increases. In the financial sector, for
instance, the Financial Action Plan aims to create an integrated European capital market by 2005.
Insurance providers, to give another example, need to develop local products for every EU market
because insurance law in the Member States is not symmetrical — as the EU Directive on distance
marketing of financial services is implemented in different ways under different regulatory systems.
This is most pronounced for savings and pension instruments (and other more complicated financial
products) which are generally tailored to the tax situation of the targeted client group. A second
example is that in most countries the development of “electronic government” lags behind e-finance.

Market dominance

In certain sectors, such as in machinery and equipment which supply the automotives sector,
enterprises (notably SMEs) have expressed concern about the lock-in effects of market dominance.
The emergence of powerful online marketplaces (run by automotive giants) pose the threat of
practices that might eventually be a challenge to fair competition. A lock-in of users might increase
costs of changing suppliers or customers and, thus, reduce the intensity of competition. Further
increased bargaining power of large customers along with mechanisms that put price at the centre of
purchasing decisions could lead to insolvencies and further concentration among suppliers, especially
among smaller enterprises. This calls for a close monitoring of the behaviour of powerful online
marketplaces and their impact on competitive conditions.

Policy makers therefore face decisions whether to apply non-interventionism or regulatory control, and
the right balance appears to be a precarious one. On the one hand it is necessary to remove the
obstacles to the expansion of cross border activities. On the other hand, technology developments
could threaten the dominant incumbents by further introducing outside competitors, alternative
business strategies, increased price transparency and disintermediation.

2.2.2 Improving security and increasing trust

With appropriate care the spread of e-business could potentially bring an increase in a customer's
bargaining power: more active, better informed, in a position to compare prices and quality of services.
It is well known, however, that concerns about inadequate security provide a significant deterrent and
barriers. This poses opportunities and challenges for businesses. The e-Business W@tch survey
revealed that unresolved security issues cause widespread public and business concern and are
therefore posing a considerable continuing e-business barrier. While a range of effective security tools
are already available — they are not being uniformly implemented. To remedy this, policy measures
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might be needed to raise awareness about the dimensions of the problem and the various alternative
solutions. Consequently, promoting the usage of security systems might be a legitimate policy target.

In banking and finance, in the health and social services and in the real estate sectors there is a
particular need for secure transaction processes due to the high value of the transactions and trans-
fers, and/or the sensitivity of information. However, in the survey of the e-Business W@tch companies
from these sectors express the opinion that security measures and their related technologies were
prohibitively expensive, more so than in the view of enterprises from other sectors. This could have
implications for the software industry. Regulatory institutions (e.g. in the financial and health sectors),
trade associations and public entities could form or promote public-private partnerships to conduct
pilot projects for testing, improving and spreading e-business technologies in these sectors.

2.2.3 Developing technical standards: the diffusion of Internet based
communication standards12

Technology standards and best practice guidelines improve compatibility and reliability of ICT systems
and when properly defined and implemented can have an important impact on trust. For this reason,
there are specific requirements for actions, at national and EU level, which will help ensure
widespread technological progress, improve transaction security, and establish platforms and
architectures for open and flexible systems which can be used to improve the management of internal
and external exchanges.

Of particular interest in the context of e-business over the Internet is the impact and diffusion of
Internet based communication and transaction standards. The infrastructure architectures that need to
be considered and are being addressed span the entire stack from re-engineering of low level
protocols to ensure systemic security and privacy/data protection up to the data standards, ontologies
and choreography required to enable the semantic web, ensure scalable interoperability, and
guaranteed quality of services and delivery. These are complex cross industry and cross-national
areas and can often provide the theatre of bitter strategic disputes amongst rival interests. At the same
time therefore there is an growing appreciation of the importance of using open software. Although not
new this is an area in which Policy can be set by for example EU encouraging member state
administrations to make use of and extend shared software with one another.

A fine example of this is the offer from Estonia, which has successfully rolled out over 150k high end
PKI based e-identity smart cards to their citizens within the past year, and who are now making their
open software for secure electronic signature of documents via the web available to EU Member
States. The European Standardization organisations are eminently suited to oversee the management
of this open software development / sharing process and to provide and maintain access to the latest
revisions and status on certification of trusted components. This could be a good way to better
integrate the formal/informal standards processes in these areas while ensuring the necessary level of
support for implementations and adoption of enhancements.

Standardization of data formats

One of these current areas for significant ongoing policy action is the standardization of data formats,
in order to promote interoperability and the exchange of data across platforms. This is a particularly
important area for SMEs. Where there is immense diversity and diffusion of formats, significant
resources are required when exchanging data (e.g. invoices, orders) among and between enterprises.
Using standard data definitions and existing technologies a broadening of the players involved in e-
business’ initiatives can be supported by Web-based EDI for example. Use of the web which is within
the reach of all SMEs expands capabilities associated with electronic data interchange to companies
not involved in the traditional EDI value added networks. In addition it enables companies who already

"2 This chapter was edited by Henry J. F. Ryan from Lios Geal Consultants (Ireland), expert of the e-Business W@tch for
standardization issues.
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use traditional EDI the opportunity to be connected to other companies without having to disinvest in
their proven technologies. As the Internet can support complex transaction and enquiry functions
previously only possible through the EDI value added networks, a greater integration is emerging
amongst players previously excluded because of the large investments and recurring expenses
required to implement and maintain the dedicated network infrastructure and expert staff. On the other
hand, for the immediate future it may be more economic for some existing trading communities to
extend use of their VANs (Value Added Networks) rather than establishing and maintaining requisite
security levels in an open Internet network.

No one standard is sufficient for the transition to and operation of web based e-business infra-
structures. At the same time without agreed standards there can be no communication and
cooperative ventures are doomed to factional contests, internal disputes and inevitable decline. The
failure of the dot.coms is a stark warning if needed that technology is not sufficient to successfully run
a commercial business. The other two elements are a sound business model and consistently meeting
the needs of the consumer. These three elements and similar considerations apply to e-government
services especially those which span national and pan-European territories. Standardization (of
technology, data, processes, including e-identification, e-authentication, e-signature, certification and
accreditation criteria and conformance testing etc) is a means to help ensure the business case
through shared common trusted infrastructure and essential supporting services.

Standardization - a policy challenge

The EU policy objectives regarding standardization can be stated in very strategic high level language
in terms of the expectations regarding facilitated open structured industry collaborations which will use
formal documented technology agreements to increase speed and innovation in products and services
that will help to lower business and administrative costs and provide better services to consumers and
citizens. The international collaboration on standards is governed by a high level objective of fostering
local technologies and advantage while at same time eliminating technical barriers to trade. The
industry motto in this regard is for “One product tested once and available everywhere”.

Setting and agreeing quantitative targets with respect to these objectives is a difficult task. Some of
the premises can be disputed and several of the objectives at first glance seem to be orthogonal to
one another. In the interests of the policy makers and the companies and people involved at the coal-
face of standardization it is essential to identify ways in which to set and assess impact measures.
Good progress has been made in defining impact measures for the eEurope 2005 programme. A
concerted effort should be made not to assess past or current standards activities but to develop and
put in place some key measures and indicators for assessing the degree to which short and long term
policy goals have been reached or assisted through standards work and what additional requirements
exist and how they can be met. Europe’s goal is to establish a knowledge based society. It is being
increasingly recognised that it is no longer sufficient to pump resources into areas without due regard
to evaluation of the results and tailoring future efforts to achieve better returns. This is not an area in
which major progress can be expected overnight. An ad hoc approach while possibly effective in some
instances is not the answer. A structured methodology is required which knits with the macro policy
evaluations that need to be conducted. This effort can and must build on existing reports and analyses
The economic analysis conducted within NIST on specific standards initiatives, the reports by Swann
et al provide useful inputs to starting this work on a good footing.

Standards are vital for the future development of electronic business and therefore for the e-readiness
and competitiveness of enterprises. Admittedly, standards are not solely an SME specific issue, and it
is difficult to determine in advance whether in the end large enterprises or SMEs would be the main
beneficiaries from initiatives. One thing is certain. Uncertainty on which technology to bet your
business is a major barrier to implementing sophisticated IT solutions at this point of time. SME
support networks and advisers realise this dilemma and frequently urge reliable agreements on
technical standards as being a highly desirable goal from the viewpoint of SMEs.

The difficulty is knowing which approach and which technology/standard to back. There is no one
single easy answer to this question. The variety of specifications available from national and inter-
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national standards organizations and as many as 1000 different industry consortia and alliances
indicates the level of the difficulties facing SMEs (and all others including application and service
providers) who wish to adopt technical solutions which will enable them to succeed today and continue
to grow and prosper as technology and implementations evolve. It would help if there were some
hallmark to distinguish the good successful standards from others destined to fade and crash. The
European voluntary standards organizations have an important potential role here. In addition to the
full standard agreed after formal balloting of the participating states (e/g in CEN this includes EU
member states and others) or the primary constituency (e.g. in ETSI) there are also now established
industry agreements produced by CEN/ISSS Workshops. Examples include FINREAD (Financial Card
Reader), FASTEST (specifications for inter-modal interoperable e-ticketing), eURI (common interface
to online services). Other work in progress includes Workshop on eAuthentication and related
common work on this topic at international level between representatives from Europe, Japan and US
interests. Integration and recognition of specifications from industry consortia can add a cachet and
hall-mark which distinguishes these specifications as having undergone public open scrutiny and been
accepted according to established proven standardization approval principles. This information and
trust enhancing measure can be taken into account when companies are exploring and deciding their
technical architecture strategies and configurations. The expectation is that the longevity and
productivity resulting will be significantly enhanced.”

ebXML - will it dominate the e-commerce landscape?

It must be conceded that there are dangers. Grand schemes of standardization have not often been
very successful. Technologies and markets evolve and change. Sometimes it can take too long for a
suite of standards to be developed and the window of opportunity passes for good. Take for example
ebXML, one of the largest efforts involving industry (OASIS) and formal international organizations
(UN/CEFACT) in growing web based e-business and migration from older more expensive EDI
solutions. ebXML using the power of Extensible MarkUp Language envisages and offers the facility for
any business to make available data on its product set via the web and through a system of registries
and equivalence directories.

Although most of the basic work was completed on schedule in 2001 there are still gaps and in the
meantime industry developments have moved on. There is no doubt that aspects of ebXML will
survive and become an essential part of e-commerce between SMEs, e.g. the emphasis and tools
provided for business process modelling and registry searches. The work underway in CEN/ISSS
Workshop on eBES (e-Business Board for European Standardization) and on interoperability
certifications and one stop shops for various industry applications across Europe are also very positive
policy driven initiatives. This must continue, be assessed and be enhanced.

The likelihood of ebXML dominating the e-commerce landscape, however, seems to be receding at
this time. According to an eBES survey conducted in latter half of 2002 more than two-thirds (70%) of
the responding 77 European SME companies replied that they would not envision adopting ebXML
before the next 3-5 years. This leaves room for a lot of change as two years i.e. half that average
estimate is a realistic outer measure of new product lifetime in the ICT business. In the meantime new
web service technologies and semantic ontologies are emerging and will be advanced further through
the support provided by the European Union's 6" Framework Programme for research and
development (FP6). In addition there are indications that major desktop and enterprise vendors such
as Microsoft and IBM are now seen as either non-supportive or at best ambivalent. Given that policy
initiatives must address both medium and longer term objectives it will be important to concentrate
standards efforts at the policy level in two areas. First is to be aware of and extend the business case
studies available from the ebXML marketing and awareness group work.

® More information on the CEN/ISSS e-Commerce sector workshops (past and present) is available from
http://www.cenorm.be/isss/Workshop/Workshops.htm. These workshops provide inter alia frameworks and detailed best
practice solutions for e-catalogues, classification, and also detailed specifications for XML business transactions for various
application sectors (so far footwear, textiles, construction).
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Secondly it is imperative that the work undertaken in FP6 has strong links to the voluntary European
standards organizations and vice versa. At minimum this must include information on use of existing
and emerging standards, catalogues and summaries of new work and support for inclusion and
integration of the outputs of all projects into a framework of European standardization. Consideration
should also be given to establishing vendor independent standardization help desks for SMEs and
administrations under the auspices and control of the European standards organizations.

2.2.4 Promoting e-business awareness

Until now few — and mainly the leading — companies have been transforming the usage of ICTs from a
mere tool for reducing production costs to a support tool for strategic decisions and e-business
interaction models. The dominant culture, especially among SMEs, is still quite conservative. They
lack confidence in the potential and benefits of new technologies for their business, and instead
underline the common concerns about security and the cultural reluctance towards any change in
established procedures.

To overcome this reluctance, good practices such as successful initiatives having developed forms of
collaborative product design, joint marketing and integrated logistics through e-business should be
shared and promoted in their respective sectors. Examples should be very specific, though, as
different sectors and sub-sectors will follow different “optimal” e-business strategies. Companies
particularly need reliable information of the actual costs and benefits of potential e-business solutions
and activities.

A good deal of the information offered on e-business issues used to be biased in two ways. The first
bias is towards high profile sectors, such as pharmaceutical, aerospace and finance. There is not
much information available on the more diverse manufacturing sectors, especially on the variety of
conducting e-business. The second bias is towards large companies. Many of the available e-
business examples and case studies are based on larger companies, if not global giants. Pragmatic,
small scale, low risk projects need to be more in the focus of case studies in the future.

2.2.5 Enterprise skills for e-business

E-business activities underscore the need for a more multi-skilled workforce. The flexibility of
organisations is, in electronic environments, dependent to a significant part on the adaptability of their
workers. The main difficulty for businesses in this respect is the requirement to train users every time
their work routines are changed and new software packages are introduced. Re-training of staff and
re-organisation of business processes are part of the implementation costs for e-business initiatives.
The task of continuous re-qualification ("life long learning") constitutes an essential characteristic of a
knowledge-based economy, but should not be left to the responsibility of enterprises only. The
challenge includes other stakeholders as well, such as trade unions, colleges and universities,
learning institutions and the government. There is still scope for greater collaboration across industrial
communities. At the industry level, unions and research and training organisations (RTOs) can act as
conduits for raising the profile of training programmes.

2.2.6 Engaging SMEs in e-business

Several information packs and case studies on e-business activities are now publicly available and
paint a picture of industries that hesitated at first but then quickly started to adopt e-business.
However, one has to bear in mind that most published studies by private research companies focus
very much on e-business activities of large, globally active companies. Some surveys by industry
associations indicate that many smaller companies are still in a very early stage of e-business usage.
Many have not yet integrated their internal Enterprise Resource Planning (ERP) systems and are
unable to conduct e-business in the same way as larger companies.
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Processing and information costs

An important objective for SMEs is to decrease processing costs for commercial transactions,
especially for the procurement of MRO goods and direct production inputs, as many SMEs have to
deal with a high number of low value transactions. Software solutions supporting the sourcing and
procurement processes and facilitating interoperability are required. Policy activities should encourage
and support SMEs in utilising such solutions.

A second objective in today’s customer-focused markets is to speed up information flows. For SMEs,
speed and flexibility is often one of their major competitive advantages. However, for many SMEs the
existence of older capital equipment, which may have significant manual labour input, limited
computer control or limited production runs is an impediment for investment in ICTs. To tackle this
barrier, software adapted to the needs of SMEs.

Improved transparency about markets is another relevant issue for SMEs, as they usually cannot
conduct their own market research activities. Industry-wide Internet services (such as portals or B2B
marketplaces) have the potential to offer such information. Industry service sites, for instance, often
include information about training and skills, new industrial processes, legislation and other relevant
market issues.

Extending SME markets

Small and medium sized enterprises have difficulties in accessing overseas markets, not only because
of the costs of establishing the traditional sales distribution route, but also in developing an e-business
presence that can be effectively used to support such activity. Presently, SMEs see a significant gulf in
their actual experience of e-business activities and the type of transformation needed to support
international activities.

The tourism sector offers good examples of how to use e-business applications to extend the market
scope, for instance destination management systems (a resort integrated information system enabling
the collection of all tourist information and services, made available for promotion and sale through a
website). Such systems enable SMEs to play a proactive role in promoting their business in other
areas. Co-ordination of efforts plays a fundamental role for ensuring success of such initiatives. This
role can be played by local government (via regional tourist services) or with a co-operative structure
managed by operators themselves.

Does non-adoption mean SME exclusion?

Advanced e-solutions require substantial investments in software, customisation, and user training
before they are "up and running" and before they can reach a positive return on investment (ROI). In
general, and mainly for this reason, findings presented in the sector reports indicate that the
implementation of e-business solutions appear to benefit large firms to a greater extent than SMEs.
Large firms are currently more advanced in integrating the "e" into their general business processes
and are thus in an advantageous position to realise the full potential for efficiency gains, reduced
costs, and better competitive positions in the market.

On the other hand, this does not mean a particular market failure or any irrationality being displayed
by economic agents in not adopting e-business. SMEs may be well advised not to heedlessly adopt
any standard industry solutions that are primarily shaped to benefit OEMs or large firms. Negotiations
and retention could well be their best strategy to influence the industry’s e-transformation to their
interest, as in the long run an industry-wide e-transformation can only be successful if all partners in
the value chain and the final customer profit from it.If the e-economy in Europe is to thrive and become
a driver for the recovery of the economy as a whole, it will depend to a large extent on the equal
participation and "e-inclusion" of SMEs. Thus there is a clear call for a continuation of SME specific e-
policies. These have to reflect recent developments, and particularly the hardly contested observation
that success in electronic business is not a simple matter of practising e-commerce or not. The real
challenge is now to manage a re-engineering of business processes.
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3 Collection of Charts

Series I:

E-Business Indicators by Business Activity

A collection of 20 bar graphs comparing sectors with respect to the diffusion of ICT infrastructure,
e-commerce activities, e-businesses processes within enterprises and between business partners in
the value chain, and to what extent electronic business has changed the way how companies operate.
In order to ensure comparability across sectors, the comparison is based on a sample of enterprises
from Germany, France, ltaly and UK (N = 5917, i.e. about 400 per sector). This sample was available
for all 15 sectors covered by the e-Business W@tch and included in this comparison, while the sets of
other countries for which data are available for a specific sector differ by sector. The figures presented
in these bar charts have been weighted by employment, which means that they should be read as
"enterprises comprising ...% of employment in a sector".

Series IlI:

E-Business Indicators by Company Size-Class

This collection of 18 bar graphs illustrates to what extent company size matters as a critical factor for
the diffusion of ICT infrastructure and of e-business applications. The charts shows in what areas
small and medium sized enterprises have (almost of fully) closed the gap to the large enterprises, and
which kind of applications are still dominated by larger companies. Data are based on a sample of
9264 interviews with companies from 15 sectors, including interviews in all Member States of the
EU-15. The figures presented in these bar charts should be read as "...% of enterprises (as legal
units)" in the respective size class.

Series IlI:

Benchmarking Scoreboard of Indexed Indicators: The e-Business Profile of 15
Sectors

The Benchmarking Scoreboard shows the e-business profiles of 15 sectors of the economy' based
on 23 indexed indicators, which means that "100" stands for the industry average from these 15
sectors. A definition of the indicators selected for the benchmarking charts is given in the table below.
The benchmarking is based on employment-weighted figures in order to emphasize the overall
economic importance of applications and not to risk that a large number of micro and small enterprises
distorts the picture. The values should therefore be read in the following way: "Compared to the
industry average, employees in the [respective] sector are ...% as likely to work in a company which
uses/has/says ...". For example, the "food, beverages and tobacco" sector shows a benchmarking
value of 76 for intranet diffusion. This means that employees in this sector are 76% as likely to work in
a company that has implemented an intranet as on industry average. Values higher than 200 are
indicated by the figure in the respective bar.

Although benchmarking activities normally imply that a higher score is better, in this context the main
objective of the charts presented is definitely not to make a statement which sectors perform "better"
or "worse". Rather, the objective is to make visible at a glance the differences between sectors with
respect to the role and the relative importance of various e-business application areas. For instance,
the chart for the tourism sector shows that e-commerce is very important in that sector (most scores
are clearly above average), while applications for internal processes and e-business integration are
not as widely diffused as in other sectors. This does not necessarily mean that tourism lags behind,
but can to a large extent be explained by — and, vice versa, confirms — analysis how hotels,
restaurants and other companies from the sector are practising e-business.

" For a definition of the sectors, see Annex "Methodology of the e-Business Survey 2002"
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Table 3-1: Definition of indicators used in the Benchmarking Scoreboards (Series Ill)

Area No. Indicator Definition

© Access to Internet Percentage of employees working in enterprises with Internet access

§ 2 Broadband Internet Enterprises connected to the Internet by DSL or other fixed connection

§ access (as a share of enterprises connected, weighted by employment)

@ 3 Intranet Percentage of employees working in enterprises with an intranet

E Extranet Percentage of employees working in enterprises which have an extranet

O Employees' access to e- Percentage of employees working in enterprises where the majority of
mail office workers has access to e-mail for external communication

® 6 Website Percentage of employees working in enterprises which have a website

[S]

E 7 Online selling Percentage of employees working in enterprises which sell online

g 8 Online procurement Percentage of employees working in enterprises which sell online

U‘TJ’ 9 Participation in B2B e- Percentage of employees working in enterprises which trade on
marketplaces Business-to-Business electronic marketplaces

10 Online collaboration: Percentage of employees working in enterprises using online

® designing products technologies for collaboration in designing products / services

% 11 e-CRM Percentage of employees working in enterprises which use an

8 (electronic) customer-relationship-management solution

% 12 IT supported ERP Percentage of employees working in enterprises which use an IT
2 supported enterprise-resource-planning solution

§ 13 Online technologies to Percentage of employees working in enterprises which use online
o track working hours technologies to track working hours and/or production time

w . N . . .

14 E-learning Percentage of employees working in enterprises which use online e-

learning applications

15 Barriers to selling online: Percentage of employees working in enterprises which agree completely
"Goods / services do not to the statement: "Many of the goods / services we produce do not lend
lend themselves" themselves to be sold online."

g 16 Barriers to online procure-  Percentage of employees working in enterprises which agree completely
'g ment: "Suppliers do not to the statement: "Most of our suppliers do not sell online."
m sell online"

17 Barriers to online procure-  Percentage of employees working in enterprises which agree completely
ment: "Concerns about to the statement: "We are concerned about data protection and security
data protection / security" issues."

18 Significance of e-business  Index based on the percentages of employees working in enterprises
today which say that e-business constitutes a "significant part" or "some part" of

the way they operate. Weighted computation of both values.

19 Impact on customer Percentage of employees working in enterprises which say that e-
relationship business has significantly or somewhat changed their customer

relationship.
- 20 Impact on relationship to Percentage of employees working in enterprises which say that e-
8 suppliers business has significantly or somewhat changed the relationship to their
8 suppliers.

21 Impact on work processes  Percentage of employees working in enterprises which say that e-

business has significantly or somewhat changed internal work processes

22 Satisfaction with e- Index based on the percentages of employees working in enterprises
business which are "very" or "fairly" satisfied with their e-business activities.

Weighted computation of both values.
23 Increase expenditure on Percentage of employees working in enterprises which plan to increase

e-business

their expenditure on e-business technologies within the next 12 months.

March 2003
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Part A.3: Collection of Charts

-
Charts - Series I:
e-Business Indicators by Business Activity

I.1: ICT infrastructure
H PC
B |nternet access
H |ntranet
B | AN (Local Area Network)

I.2: E-commerce activity
B Website
B Sell online
B Use secure server (SSL)
B Purchase online

I.3: E-commerce intensity and integration
B Share of online sales
B Share of online purchases
B Online sales integrated with backend system
B Use a CRM system

I.4: E-processes within and between companies
B Collaborative work
B Track working hours online
B Collaboration with business partners
B e-|Learning

I.5: E-business impacts
B Impact on organisational structure
B Impact on internal work processes
B |mpact on customer relationship
B |mpact on relationship to suppliers

.

7

Charts - Series II:
e-Business Indicators by Company Size-Class

I1.1: ICT infrastructure
H PC
B |nternet access
B Type of connectivity
B [ntranet
B LAN (Local Area Network)
B WAN (Wide Area Network)

I1.2: E-commerce activity and intensity
B Website
B Sell online
B Share of online sales
B Use secure server (SSL)
B Purchase online
B Share of online purchases

I1.3: E-processes within and between companies
B Online sales integrated with backend system
B Use a CRM system
B Collaborative work
B Track working hours online
B Collaboration with business partners
B e-Learning

e-business

rCharts — Series lll:
Benchmarking Scoreboards of Indexed indicators:

The e-Business Profile of 15 Sectors at a Glance
H |Il.1 Food, beverages and tobacco
H |[I.2 Media and printing
B |I.3 Chemical industries
H |I1.4 Metal products
M ||I.5 Machinery and equipment
M |1.6 Electrical machinery & electronics
B |[I.7 Transport equipment
M [|1.8 Retail
W |I1.9 Tourism
B |[1.10 Banking and leasing
H |/1.11 Insurance and pension funding
B |[1.12 Real estate
M |[1.13 Business Services
M [|1.14 ICT services
B |[.15 Health and social services

Each of the Benchmarking Scoreboards Ill.1 — [11.15

is based on 23 indicators from the following areas:
B |CT infrastructure
B E-commerce
B E-business processes
W Barriers

B Impacts of e-business
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The European e-Business Market W@tch

46 These sector comparisons are based on a survey of enterprises from Germany, France, Italy and UK (N = 5917, i.e. about 400 per sector), carried out in June/luly 2002. The figures presented in the bar charts

Series I.1: ICT infrastructure by business activity

{ )
Use computers
(enterprises compr. ...% of employment)
0 20 40 60 80 100
Food & bev., tobacco
Media & printing - ™
chemical industries || N NRNRHNNNNIEEEREMERIIES)
metal proccts T
Machinery & equipm. m
Electronics 100
Transport equipm. T
Retail
Tourism
Banking & leasing 100
Real estate activities ||| NRENRNNNEET)
Business services m
ICT services 100
Health & social ser. || NREEEEEEEEEEEEEET]
Total (EU 4) 97
. v,
( '
Have an intranet
(enterprises compr. ...% of employment)
0 20 40 60 80 100
Food & bev., tobacco
Media & printing
Chemical industries
Metal products
Machinery & equipm. || NN
electronics | NGNS
Transport equipm.
Retail
Tourism
Banking & leasing
Real estate activities
Business services
ICT services
Health & social ser.
Total (EU 4) 51
. J

( Have access to the Internet
(enterprises compr. ...% of employment)
0 20 40 60 80 100
Food & bev., tobacco
Media & printing
chemical industries || NN RN
Metal products
Machinery & equipm,
etectronics T
Transport equipm. ™)
Retail
Tourism
Banking & leasing
Real estate activities
Business services
icT services | ™
Health & social ser.
Total (EU 4) 91
.
7
Have a Local Area Network
(enterprises compr. ...% of employment)
0 20 40 60 80 100
Food & bev., tobacco || NN
Media & printing
Chemical industries
Metal products
Machinery & equipm.
Electronics
Transport equipm. | NN
Retal
Tourism
Banking & leasing
Real estate activities
Business services ”
1cT services | T
Health & social ser.
Total (EU 4) 67
.

have been weighted by employment, which means that they should be read as "enterprises comprising ...% of employment in a sector do/have/use/say ...". Source: e-Business W@tch (Survey 2002).




Series 1.2: E-commerce activities by business activity

{ )
Have a website
(enterprises compr. ...% of employment)
0 20 40 60 80 100
Food & bev., tobacco
Media & printing
Chemical industries
Metal products
Machinery & equipm. m
ctectronics | T
Transport equipm.
Retail
Tourism
Banking & leasing
Real estate activities ||| N RES)
Business services
ICT services
Health & social ser.
Total (EU 4) 70
. v,
( '
Use secure server (SSL)
for online sales
(% of enterprises selling online,
weighted by employment)
0 20 40 60 80 100
Food & bev., tobacco
Media & printing
Chemical industries
Metal products
Machinery & equipm.
Electronics
Transport equipm. | IIERY)
retail - | ]
Tourism
Banking & leasing m
Real estate activities
Business services
ICT services
Health & social ser.
Total (EU 4) 61
. J

These sector comparisons are based on a survey of enterprises from Germany, France, Italy and UK (N = 5917, i.e. about 400 per sector), carried out in June/luly 2002. The figures presented in the bar charts

e-business

7
Sell online
(enterprises compr. ...% of employment)
0 20 40 60 80 100
Food & bev., tobacco
Media & printing
Chemical industries
Metal products E
Machinery & equipm. E
Electronics
Transport equipm.
Retail
Tourism
Banking & leasing
Insurance m
Real estate activities
Business services
ICT services
Health & social ser. E
Total (EU 4) 17
.
e
Purchase online
(enterprises compr. ...% of employment)
0 20 40 60 80 100
Food & bev., tobacco
Media & printing
Chemical industries
Metal products
Machinery & equipm.
Electronics
Transport equipm.
Retail
Tourism
Banking & leasing
Insurance
Real estate activities
Business services
ICT services
Health & social ser.
Total (EU 4) 43
.

have been weighted by employment, which means that they should be read as "enterprises comprising ...% of employment in a sector do/have/use/say ...". Source: e-Business W@tch (Survey 2002).
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48 These sector comparisons are based on a survey of enterprises from Germany, France, Italy and UK (N = 5917, i.e. about 400 per sector), carried out in June/luly 2002. The figures presented in the bar charts

Series 1.3: E-commerce intensity and integration by business activity

7

Food & bev., tobacco
Media & printing
Chemical industries
Metal products
Machinery & equipm.
Electronics
Transport equipm.
Retail

Tourism

Banking & leasing
Insurance

Real estate activities
Business services

ICT services

Health & social ser.

Total (EU 4)

Online sales >10% of total
(enterprises selling online,
weighted by employment)
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Food & bev., tobacco
Media & printing
Chemical industries
Metal products
Machinery & equipm.
Electronics
Transport equipm.
Retail

Tourism

Banking & leasing
Insurance

Real estate activities
Business services

ICT services

Health & social ser.

Total (EU 4)

J

( Online purchases >10% of total
(% of enterprises procuring online,
weighted by employment)

0 20 40 60 80 100
Food & bev., tobacco
Media & printing
Chemical industries
Metal products E
Machinery & equipm.
Electronics
Transport equipm.
Retail
Tourism
Banking & leasing
Insurance
Real estate activities
Business services
ICT services
Health & social ser.
Total (EU 4) 30

.

7
Use a CRM solution
(enterprises compr. ...% of employment)
0 20 40 60 80 100

Food & bev., tobacco
Media & printing
Chemical industries
Metal products E
Machinery & equipm.
Electronics
Transport equipm.
Retail
Tourism
Banking & leasing
Insurance
Real estate activities [
Business services
ICT services
Health & social ser.
Total (EU 4) 17
.

have been weighted by employment, which means that they should be read as "enterprises comprising ...% of employment in a sector do/have/use/say ...". Source: e-Business W@tch (Survey 2002).




Series 1.4: E-processes by business activity

f Online technologies for sharing A
documents/collaborattive work
(enterprises compr. ...% of employment)
0 20 40 60 80 100
Food & bev., tobacco
Media & printing
Chemical industries
Metal products
Machinery & equipm.
Electronics m
Transport equipm. | NG
Retail
Tourism
Banking & leasing
Insurance
Real estate activities
Business services
ICT services
Health & social ser.
Total (EU 4) 46
. v,
( '
Online collab. with business
partners for designing products
(enterprises compr. ...% of employment)
0 20 40 60 80 100
Food & bev., tobacco
Media & printing
Chemical industries
Metal products
Machinery & equipm.
Electronics
Transport equipm.
Retail
Tourism
Banking & leasing
Insurance
Real estate activities [JEJ
Business services
ICT services
Health & social ser. .
Total (EU 4) 20
. J

e-business

These sector comparisons are based on a survey of enterprises from Germany, France, Italy and UK (N = 5917, i.e. about 400 per sector), carried out in June/luly 2002. The figures presented in the bar charts

f Online technologies to track
working hours/production time
(enterprises compr. ...% of employment)
0 20 40 60 80 100
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Total (EU 4) 26
.
7
Use e-learning tool
(enterprises compr. ...% of employment)
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Transport equipm.
Retail
Tourism
Banking & leasing
Insurance
Real estate activities
Business services
ICT services
Health & social ser.
Total (EU 4) 19
.

have been weighted by employment, which means that they should be read as "enterprises comprising ...% of employment in a sector do/have/use/say ...". Source: e-Business W@tch (Survey 2002).




The European e-Business Market W@tch

50 These sector comparisons are based on a survey of enterprises from Germany, France, Italy and UK (N = 5917, i.e. about 400 per sector), carried out in June/luly 2002. The figures presented in the bar charts

Series 1.5: E-business impacts by business activity

{ )
Impact on
organisational structure
(enterprises compr. ...% of employment)
significant/somewhat
0 20 40 60 80 100
Food & bev., tobacco [
Media & printing [
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Electronics .
Transport equipm. [}
Retail [
Tourism .
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Insurance .
Real estate activities [JJj
Business services .
ICT services -
Health & social ser. .
Total (EU 4) . 17
. v,
( '
Impact on
customer relationship
(enterprises compr. ...% of employment)
significant/somewhat
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Impact on internal
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