The Business Case for E-commerce
 for the Canadian Oil & Gas Industry

Prepared for PTAC Petroleum Technology Alliance Canada

PTAC is facilitating an initiative for the Canadian Oil & Gas industry that focuses on encouraging 
industry-wide implementation of e-commerce.This business case outlines for both business executives and technical personnel why they should be involved in business to business E-commerce, how to evaluate their company’s readiness, and how to prepare a design and implementation plan for their organization. You are welcome to use this business case and the associated MS Powerpoint presentation in your organization.
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1. Executive Summary

The Lowest Cost Producer Wins

As producers in a commodity industry, oil and gas companies are continually looking for ways to be more competitive.  E-commerce embraces a bundle of technology based solutions enabling companies to get the most results from the least resources, cut costs, improve service and make operations more efficient.  E-commerce solves some of those problems that keep executives up at night – like ‘how to do more with less’, ‘how to gain an edge over the competition’, ‘how to work smarter, not harder’ or ‘how to increase shareholder value’. 

The Early Adopters in the Canadian Oil & Gas Industry

Although the Canadian oil and gas industry has been slow to embrace
 e-commerce, it’s becoming more aware of the return on e-commerce solutions, and the leading edge companies have committed to implement a solution or bundle of solutions over the next several months.  Examples of early adopters include:

· BP Amoco has stated that “By the end of 2000, everyone at BP Amoco will be using web technology … to shop from electronic catalogues which contain items from preferred suppliers at pre-negotiated prices
.” 

· ARC Resources is implementing e-commerce applications to reduce costs associated with the processing of invoices for payment.  Savings will include 3 Full time Equivalents (FTE) and  the elimination of printing and mailing 1000 cheques each month.  

· AEC (Alberta Energy Company), a Calgary-based producer, plans to launch a joint industry pilot e-commerce procurement initiative in early 2000 that is being facilitated by PTAC Petroleum Technology Alliance Canada.

As e-commerce gains momentum, suppliers will be asked to adopt complementary applications to be able to transact with their customers.  Fortunately, though, e-commerce offers suppliers benefits and Returns on Investment (ROI) that are comparable to those that may be achieved by producers.

No Longer Science Fiction

Several key factors are driving the adoption of e-commerce globally.  They include: cost savings and opportunities for higher revenues; the need to remain competitive and globalization of business; the effectiveness of the Internet as a marketing tool for companies of all sizes; the ever-increasing presence of the Internet in our lives; and the development of industry standards and refinement of Internet language.  

These catalysts continue to fuel the wave of e-commerce awareness and adoption, which means doing complete business-to-business (B2B) transactions over the Internet is no longer science fiction. Forecasts of the B2B e-commerce market reaching $1.3 trillion by the year 2003 seem very achievable. For the Canadian oil and gas industry, this mean that its $30 billion worth of transactions will be done faster, more accurately and more cost effectively using e-commerce technology. 

In terms of some of the hard benefits that make a compelling case for the adoption of e-commerce, we offer you the following:

· Companies with web-based procurement solutions report an annual average ROI of about 130% -- enough to recover the cost of the investment in the technology within six months
; 

· PricewaterhouseCoopers estimates that the cost of producing and processing transactions electronically is 10 times cheaper than traditional methods;

· Meta Group Consulting
 reports a ROI for knowledge management in the range of 27% to 40%; supply chain management, 39% to 44%; and customer relationship management, 47%.  

· A 5% savings in costs is estimated to have the same effect on the bottom-line as a 30% increase in sales.
  

Moreover, some of the key characteristics exhibited by the oil and gas industry indicate that the industry will benefit significantly from the adoption of e-commerce.  These characteristics
 are: intense expense pressures; a highly diffuse supply chain; ordering and other process costs that represent 20% or more of total product costs; complex product configurations; and being in an industry that is led by technology innovators.

Attached to the business case is a description of a design plan and an implementation plan.  The plans are intended to reinforce the fact that e-commerce is a complex undertaking.  But the rewards – and the fact that momentum behind e-commerce is enormous – make it worth pursuing.

2. Purpose

PTAC is facilitating an industry-wide initiative that focuses on e-commerce standards for the Canadian oil and gas industry.  This business case, based on information from a variety of sources, paints a compelling picture for the adoption of e-commerce applications. 

Ideally, the Canadian industry will come together sooner rather than later to ensure that the large players, either producers or suppliers, do not develop standards independently.  Were this to occur, companies (suppliers) seeking producers’ business would have to adapt to multiple protocols.  Besides being a financial nightmare, this would be counterproductive, leading to duplication of processes and a waste of valuable hours and resources.  In the long term, this would create a lose-lose situation for all involved.  By taking a united approach, the benefits and payback of e-commerce to the Canadian oil and gas industry would be much more significant and happen much faster.

The purpose of this business case is to encourage your business to explore its own e-commerce strategy.  The business drivers and benefits of e-commerce outlined within this business case cannot be ignored and your organization will want to understand them.  You should also be aware of the threats to your business of not developing and implementing an e-commerce strategy, the worst of which could be the loss of customers as your competitors implement their strategies and take your customers with them.

3. Introduction

Overall cost reduction, increased efficiencies in workflow and supply chain management, widening customer base and strengthening business partnerships – if any or all of these happen to be among your objectives, then e-commerce has important implications for your business. In the oil and gas industry, where fierce competition and fluctuating prices have made cost cutting and streamlining operations essential, e-commerce offers the most viable solutions to stay ahead in the game.

In a technology driven world where e-mail rivals, and may surpass the telephone as a means of communication, “being wired” or having a presence on-line may mean the difference between success and failure. There is no doubt that a majority of businesses today see e-commerce as a strategic business initiative.

The benefits of e-commerce extend equally to both ends of the buyer-seller chain, from the energy producer and supplier to the end user. At the buyer’s level, it reduces the search, research and analysis and purchase of the desired product/service to a few focused hours at a workstation where ordering can be done 7 days a week, 24 hours a day (24 hours/7days). At the seller’s level, it can streamline and cut costs for the entire gamut of operations, from creating awareness of product/service to after-sales service and support. If this sounds like an exaggerated claim, let’s take a closer look at e-commerce and what it can do for your business.

4.  Background: What Is Business-To-Business (B2b) E-Commerce?

B2B e-commerce is business conducted over the Internet – it’s the use of web-based applications and the Internet to streamline business processes. The Internet offers an immense repository of continually new and updated information and extends your reach worldwide. It provides innumerable conduits for business transactions, offers the possibility to consolidate your business dealings, and eliminates redundancy, freeing valuable human resources that can be invested more profitably.

The principal e-commerce tools are Electronic Data Interchange (EDI), electronic money management and electronic logistics. Specifically, these include, but are not limited to, electronic business information databases, communications/relationship management applications, on-line storefronts, electronic catalogues, on-line banking, secure on-line payment mechanisms and on-line business-to-business information sharing. To quote an e-commerce expert: 

[E-commerce] is close to becoming the business mainstream, where it’s as much a part of the organizational landscape as phones and not something to do with “computers”…As that happens, electronic commerce becomes a necessity not an option. 

To optimize the benefits of integration and connectivity, electronic communities of interest or ‘portals’ are mushrooming across the globe, with the objective of creating synergies between organizations with similar interests, such as in the petroleum, automobile or health care industry. 

A distinction has been made between business-to-consumer (B2C) and B2B e-commerce. As the terms imply, B2C e-commerce is the use of the Internet for the sale of goods and services to consumers, whereas B2B e-commerce is geared toward automation and integration of transactions between companies.  Though B2C is booming, B2B e-commerce I experiencing exponential growth. Recent forecasts by International Data Corporation (IDC), Gartner Group and Forrester Research estimate that B2B e-commerce will be $1.3 trillion by the year 2003.  In Canada, B2B e-commerce is estimated to skyrocket to $68 billion by 2003. 

The Canadian oil and gas industry, whose key features make it ideal for reaping significant benefits with the adoption of e-commerce, may account for a substantial portion of the $68 trillion market.  Those features
 that make the industry ripe for adopting and then benefiting from e-commerce are: intense expense pressures; a highly diffuse supply chain; process representing 20% or more of total costs; complex product configurations; and technology-innovators lead the industry.  With annual revenues exceeding $30 billion, extrapolating from other industries that have gone this route, the Canadian oil & gas industry could realize bottom line savings of  $1.8 to $3.4 billion annually with the implementation of e-commerce. 

5. External Business Drivers

Several external factors are driving the adoption of e-commerce at this time including:

· Cost Savings and Opportunities for Higher Revenues
E-commerce business solutions enable companies to better manage their processes (as discussed in  “Benefits of E-Commerce”) and to strengthen their relationships with existing suppliers and clients. This leads to lower costs and greater revenues.


· Competitiveness and Globalization
To maintain a competitive edge, companies are looking at e-commerce solutions to better serve their existing customers and to reach new ones in markets worldwide.  They also use the Internet and e-commerce applications to identify, buy from, and communicate with manufacturers around the world whose products may be priced more competitively than local products.  For example, an Alberta oil and gas company recently bought pressure vessels from a Korean manufacturer whose price, including freight charges, was lower than locally made vessels. 


· The Internet as a Marketing Tool
Businesses, particularly small ones, are using the Internet as a marketing tool to reach and serve customers who would otherwise be out of their range.  For example, an occupational health software company in Calgary relies almost exclusively on the Internet to attract and service customers from around the world.  


· Ever-increasing Pervasiveness of the Internet
The ubiquity of computers, with their ever-increasing functionality and interconnectivity, and growing popularity of the Internet has persuaded most companies to at least create a presence on the Internet and to use it for e-mail and research.  They recognize the power of the Internet as a communications tool within and outside their organization and are looking to take that next step and adopt e-commerce solution(s).


· Development of Industry Standards and Refinement of Internet Language
Two important, but related developments are enabling e-commerce applications to become more widespread and will effectively render immaterial the standards issues.  First is the development of dictionaries by various inter-related organizations to provide a common set of properties to be used by e-commerce partners.  Second is the development of XML (Extensible Mark-up Language) that can define data within a document, using codes to tag electronic information, and the establishment of an XML group (www.xml.org) to standardize the tags.

6. Benefits of E-Commerce 

As stated before, the benefits of e-commerce extend to all sections of the business spectrum. Many or most of these benefits are interdependent, setting off chain reactions that create a leaner and more profitable company.  These benefits may be broadly described as relating to:

· Revenues
Increased reach and widening customer base may lead to greater revenues.

· Costs
Cost savings accrue primarily as a consequence of streamlining business operations. Being on-line provides easy access to a wider marketing network for both buyers and sellers. This translates to savings in employees’ time, access to crucial technical specifications, and the availability of maintenance information at your fingertips, and possibilities of e-bidding and enhancing your corporate marketing strategy. It also results inreduced inventory and cycle time, reduced receivables and optimization of operating lines of credit and payables. Improved efficiencies in supply chain management may lead to lower costs through elimination of duplicate administrative processes.

· Shareholder Value
 Any one of the benefits that may accrue to a business as a result of implementing e-commerce (e.g., lower costs of doing business) will improve shareholder value.  

· Savings in Time and Effort

· access to a continuous flow of updated information as well as to an ever-growing base of potential business contacts; 

· the ability to conduct most of your business on-line and in real time; 

· the opportunity to channel all your operations through a single source, thus eliminating redundancy and opportunities for data entry errors. 

All of these minimize time and effort and maximize opportunities to invest in value-added tasks such as additional R&D, strengthening customer support systems and sourcing out new business contacts. 

· Competitive Advantage
E-commerce can assist your company in maintaining or gaining an advantage over your competition.  It can:

· provide a way to differentiate your business;

· ensure that you retain existing customers by strengthening your relationships with them;

· better manage your customer or supplier base; 

· provide you with the tools to innovate and assume a leadership role in changing and improving the corporate environment.

7. Cost Benefit Analysis – Qualitative/Quantitative 

There are many ways to conduct a cost-benefit analysis.  Based on some of the benefits described in the previous section, we have drafted a worksheet to assist you in preparing your own business case for e-commerce. The idea is to indicate the importance of the listed “Corporate Objectives” for your company (1 being not very important; 9 being very important – note that you may use any number more than once). For those corporate objectives with a high priority, the next step is to set a tangible goal for your company (e.g. “grow customer base by 10% for next fiscal year” or “get 5% more business from existing clients one year after implementing our e-commerce application”). 

For those corporate objectives for which you were able to set a goal, our next question is “What’s that worth to your company?”.  Some goals will be easy to calculate (e.g. 5% more business from existing customers translates into $100,000 more in annual profits), whereas others will be difficult to quantify (e.g. redirecting personnel to more value-added tasks).  Once you’ve attached a number (your ‘gain or savings’) to that corporate objective, you can then investigate with a service provider what a specific e-commerce solution would cost and what your company would be willing to spend to achieve the objective.  Dividing your estimated ‘savings’ or ‘gain’ by your estimated expenditure will provide you with your corporate ROI. 

Obviously, you’ll need more room than we’re providing here to communicate your goals, estimate expenditures and calculate ROI, but we trust this will get you started. 

E-Commerce Worksheet

Corporate Objective
Corporate Objective Priority
Quanti-fiable Goal


Low 

1 to 3
Middle4 to 6
High 

7 to 9


Grow Revenue


Broaden customer base






Obtain more business from existing customers





Lower Expenses

Lower transaction costs (per purchase order and per invoice)






Reduce inventories and cycle time






Reduce receivables






Optimize operating lines of credit.






Optimize payables






Reduce paper flow (e.g. billing)






Save man hours






Access to continually updated data/information






Access to technical specifications and maintenance information





Increase Shareholder Value





Improve Operational Efficiencies


Increase efficiency of supply chain management






Supply chain integration – cost reduction through 
elimination of duplicate administrative processes






Improve customer service & satisfaction 






Re-direct personnel to more value-added tasks





Strategically Position the Company


Ability to support strategic positioning (market leadership, 
growth by acquisition, etc.)






Improved service and support systems, greater client 
satisfaction






Better manage supplier base






Corporate pride/bragging rights to be first






Capture transaction data for business intelligence






Strengthen relationship with business partners 






Survival (keeping up with the competition)






Set e-commerce standard such that emerging technologies 

      can “bolt-on” to the existing model






Ability to bid on-line





In addition to the hard savings that your company will accrue, several ‘soft’ benefits may result from the implementation of the e-commerce solution, some of which are listed in the preceding matrix.  Other benefits that may accrue to your company as a result of implementing e-commerce may be described as:

· improved efficiencies in management  and support– such as a flatter organization or higher morale among employees who spend less time correcting errors;, employees can input or access data directly;

· strategic – greater corporate differentiation, etc.;

· functional – including quality considerations such as accuracy and reliability of output;

· operational - may include reduced time lags in transmitting information.

Qualitative & Quantitative Benefits Of E-Commerce

The following examples using actual companies and their e-commerce experiences demonstrate that e-commerce helps improve operating efficiencies, reduce costs and increase revenues. Besides providing interesting examples, we hope that you may draw some parallels to your own company.

Company
Scenario
Benefits (Qualitative)
Benefits (Quantitative)

ARC Resources Ltd. – oil and gas/energy trust based in Calgary
· ARC is implementing e-commerce applications related to the processing of invoices and payments to, contractors, suppliers and joint venture partners.  (Note: Some 50 joint venture partners can trade billings with a minumum of effort as they have the same or complimentary accounting system). 
· Employees can perform more value-added work than re-keying data, copying & filing

· Improved timeliness of payments 

· Allows ARC to more easily process greater volumes of new work as firm grows
· Incoming invoices – time & costs savings estimated at 1.5 FTE

· Electronic Funds Transfer (EFT) will save printing and mailing costs on 1000 cheques each month

· Joint venture billings – 1.5 FTE can be redeployed

Enersul/BCRail/ Sultran – Enersul provides products & services to the sulphur industry. BC Rail [www.bcrail.com] is a railway company. Sultran Ltd. [provides operations management services for the transport of sulphur. 
· EoDB (ease of doing business) Initiative – Companies wanted to integrate shipment tracking to reduce duplication, increase administrative efficiencies and improve information flows
· Electronic Bills of Lading provide accuracy and timeliness, as well as standardization of information on tracking shipments. 

· Increased real-time information for marketing purposes

· Improved planning information (e.g. rail car supply forecast)
· Reduced clerical costs for input time and less manual duplication of logistical information

· Savings estimated in the 6 figure range per year

Mobil Corporation
– integrated oil company operating in 140+ countries
· Customer Billing - One of the first companies in the world to implement a new Internet EDI system to support its 300 lube distributors
· All 300 distributors successfully brought on-line within 1 year 

· Distributors are much more satisfied because of ease of use of new system and ability to order any time (7 days/24 hours). 
· Paper based PO transaction cost $45/order versus the new system at $1.25/order

· 194% ROI for the solution; system will pay for itself two times over by 2003.

Shell Chemical
 – multinational chemical company  
· Supplier-managed inventory  (SMI) – To reduce its supply chain costs, Shell decided that a better understanding of its customers’ usage patterns would improve production forecasts and reduce inventories. Shell’s new web-accessible software program, SIMON, anticipates customer demand & proactively replaces inventory. 
· Shell has gained market share – a significant achievement in a commodity business.

· As a result, both customer and supplier share information and have strengthened their relationships.  

· Shell and its customers both save as the SMI process reduces inventory and paper flow.
· Shell has increased revenues by millions of dollars -- some customers have made Shell their sole supplier as a result of SIMON. 

· Savings are estimated at 0.5% to 1% per pound (times millions of pounds annually consumed by manufacturers) 

· Shell estimates a 10-to-1 ROI. 

Imperial Oil Limited (IOL) – A major Canadian oil and gas company 
· Supplier Order Management Cycle (SOMC) – IOL has re-engineered its SOMC processes over the past number of years.  This has included the implementation of automated order processes using EDI to communicate data with suppliers.

· 60%+ of IOL’s upstream P.O.’s are sent to suppliers via EDI and the rest via other means (e.g. fax).  In addition, EDI orders are paid based on receipt, eliminating the need to manually process invoices.
· Generally, improved logistics; and contract saving opportunities

· Buyers no longer need to create and fax P.O.’s for coded contract materials. Suppliers use their EDI mailbox to accept orders.  

· Reductions in long distance charges for faxes, number of fax machines and filing of orders.

· Eliminates manual processing of some 24,000 invoices/yr.   Allows A/P to focus on other areas. 
· Estimated to be in the 6-figure range per year

· 4 FTEs for using EDI to send PO’s to suppliers

· 1 FTE for having EDI orders paid on receipt



SeisCo  
 - a leading American seismic service provider, based in Houston and operating internationally
· Supply Chain Management (SCM) – SeisoCo brought in SCM to cut costs and better manage some 30,000 annual purchases.  SeisCo worked with its 175 vendors to post their catalogues on the Web so SeisCo’s employees worldwide could order products directly
· Time and cost savings are significant

· Buyers are now able to focus on strategic procurement issues.
· Procurement lead-time reduced from 6 weeks to 4 weeks (a 1/3 reduction)

· Savings estimated at $2.7 million in purchase order processing

· Overall savings on purchases estimated at 5% for an annual saving of $15 to $20 million.

8. Risks & Mitigation

It is certain that the Internet will revolutionize the way business is done. In a recent study by PricewaterhouseCoopers of CEO’s in Europe and Asia, 69% of the respondents believed that e-commerce will completely or significantly reshape their business. Change, even when seen as positive and beneficial, often raises concerns (for example, about the security of a new technology) and doubts (for example, about the interoperability of various applications).  This section addresses some of those concerns and doubts. 

Risk: Complexity of Planning, Implementing & Obtaining Commitments from Management

E-commerce is a complex undertaking.  It takes significant resources to develop an e-commerce strategy and even more time and resources (both people and money) to implement it and then monitor the application for continuous feedback on benefits and ways to improve it.  A survey of Canadian businesses and e-commerce published in 1996
 identified the two greatest obstacles to implementations as being a lack of financial resources and personnel to implement and manage the system.  If a company is not prepared to allocate sufficient and specific people and funds to complete the project, the project may not get done properly or, in the worst case, not at all.


Mitigation – These issues may be addressed by working with service-providers who can refer to proven business models and draw from experiences with other clients in outlining the resources required.  The company may then make an informed decision and allocate sufficient resources.  To ensure that resources remain committed to the project, management needs to be continually informed of progress and setbacks.

Service-providers may need to be brought on board in the pre-planning stage (see Attachment “A” regarding design and implementation plans for more information).  They can provide examples of proven e-commerce business applications to estimate hard returns to your company and to ultimately calculate your ROI from implementing e-commerce.  The company can then implement ways to gauge the success of the e-commerce application.  The best approach to adopting e-commerce is an incremental one as outlined in Attachment “A”. 

Risk: Re-engineering Business Processes End-to-End 

One of the barriers faced by companies implementing e-commerce is internal change and people are often fearful of the unknown.  For example, the chemical industry found barriers to include managers who lacked the technical expertise to understand the changes required or who were afraid of unknown risks that may be associated with new ways of doing business. 


Mitigation - To gain the most from e-commerce, organizations must understand that these applications are not just a technology upgrade but integral to re-engineering how business is done.  Indeed, a comprehensive ‘re-thinking of the business process’ is essential in achieving a successful e-commerce installation.  So, educating key managers and keeping them involved in and informed of changes is vital.


Risk: Reliability and Security of Internet Technologies

Companies must be satisfied that their electronic transactions are truly secure.  They need to ensure confidentiality, integrity (e.g., no one can tamper with the transaction en route), authentication (all parties can positively identify each other) and non-repudiation (evidence that a specific transaction has occurred so that neither party can deny it).  


Mitigation – Secure data networks exist and are built upon a layering approach that consider many aspects including anti-virus tools, firewalls and web server and operating system security.  As well, in the next year or two, digital ID’s will become widespread, allowing authentication between buyers, sellers and their financial institutions.

Risk: Lack of Standards/Lack of Interoperability among Applications

E-commerce requires a variety of applications to operate in conjunction with other, both internally and externally (e.g. your suppliers). 

Mitigation – The escalating use of the Internet in day-to-day business is precipitating an urgent need for common ground.  It necessitates industry-wide agreements on common formats, processes, content and system interfaces.  Fortunately, several organizations are collaborating and working to develop these. The increasing use of XML and the standardization of tags for electronic information (see section “5. Business Drivers”) demonstrates that the business world is actively working toward establishing standards and workable interfaces. For example, RosettaNet is an organization of  companies, comprised of 28 global members of the international IT supply chain, that have united to develop a technical properties dictionary and a business properties dictionary.  Together, these dictionaries would provide a common set of properties for use by e-commerce partners.  

9.  Conclusion 

E-commerce is a complex undertaking, requiring a substantial commitment in terms of resources (time and money) and a willingness to re-think internal and external business processes, yet the rewards can far outweigh the investment.  The following pages, Attachment “A”, describe what’s involved in design and implementation plans and underline the complexity in adopting e-commerce. 

E-commerce is here to stay; it’s not another trend.  It is the way business will be done in the future.  The business drivers that are stimulating the current adoption of e-commerce will continue to fuel the growth and, in the short term, pressures to conduct more and more business on-line will intensify.  So, once again, we encourage you to be prepared and seriously consider your corporate e-commerce strategy.

An electronic version of this Business case can be obtained from PTAC’s website at www.ptac.org/ec.html that can be customized for your use, and also a PowerPoint presentation to be used in conjunction with this Business Case

10.
Attachment “A”

Design & Implementation Plans

Effectively implementing an e-commerce application is a complex undertaking and you may need to work with a service-provider or industry consultant to help walk you through the crucial stages of developing a framework ideally suited to your company’s needs.  First, you’ll need to create a design plan that will serve to mitigate barriers encountered in implementation.  Steps of your design plan
 may include:

1. Needs Assessment

- From your company’s overall strategic vision, start looking at some business goals and reviewing how e-commerce can assist your company in meeting some of its objectives (e.g., streamlining the procurement process).

2. Project Plan Development

3. Site Design & Graphics Development
– Design the proposed look and feel of the site with input from your key divisions or people

4. Site Architectural Specifications 
– Based on site requirements presented by your e-commerce architect, technical specifications and costs of recommended architecture will be drafted

5. Architectural Acquisition 
– Based on decisions made with regard to site specifications, the necessary equipment, tools, etc. will be ordered based.

6. Site Development 
– Based on architectural and web-site design specifications, building and testing the development version of the site can begin. 

7. Application Specifications 
– Site architect and/or technical resources conduct JAD (Joint Application Development) sessions to determine both functional and ‘look and feel’ requirements of each of the applications to be developed (i.e. procurement, live data retrieval, discussion/chat groups, etc).

8. Application Development & Testing 
– Technically skilled programmers will begin building the specific applications for your site.

9. Site testing and modifications 
– Your site and technical resources will be thoroughly tested by users in preparation for active use of your site.

As you can see from the above outline, a well thought-out design plan is critical to the successful implementation and adoption of e-commerce.  Moreover, the design phase itself requires a strong commitment from key management and the establishment of a planning committee and/or a champion from within the organization to ensure the completion of the design phase. 

Taking a broader perspective, The Forrester Research Group suggests five key areas that a company should focus on in preparation for e-commerce:

1. Developing and upgrading a robust Internet infrastructure and skill set with emphasis on security procedures and technology;

2. Developing early experience of buyer side solutions, starting from lower risk, non-critical areas such as procurement and integrating and transferring acquired skills to sell-side in the next phase;

3. Developing skills to enable buying and selling in short term commodity markets, or be prepared to bring in those skills as a service;

4. Developing products/services and systems such that they may be simple to configure and personalize both from the buyer’s and your organization’s perspective; and

5. Segmenting your customers accurately so you may better understand their behaviour needs and identify their value to your business. 

If an assessment of the risks and benefits outlined above have convinced you that e-commerce is the route to a more profitable future, yet you are wary of total commitment to this technology, you could adopt a modular or incremental approach to implementation. In fact, The Gartner Group suggests the gradual development of Web presence over several years. Theirs is a four level strategy, increasing in cost and functionality, designed to yield impressive results in terms of strategic importance and returns.  General industry guidelines indicate that an organization could start up with a modest web-site to inform potential customers of its goods/services. This could be accompanied or followed by a company-wide intranet, protected from public access through a firewall. The company can then move to full-fledged e-commerce with the gradual movement of its operations and transactions on-line.

Despite all the available how-to’s, each organization must find its own comfort level and make decisions that best fit its objectives and long-term goals.  And you may want to keep in mind that as this technology matures and pervades our lives, the cost and convenience of it may move in opposite directions with lowering prices and increasing functional benefits.  Some of this trend can already be seen in reduced costs that make web-based EDIs accessible to smaller companies and the banding together of credit card companies and software vendors to work out better and more secure solutions to B2B transactions (the SET – secure electronic transactions Consortium).  There are numerous other initiatives on a global scale to ensure interoperability and maximization of benefits of this dynamic environment.

As well, to successfully design and implement an e-commerce application, you need a champion of the initiative.  The champion (an individual or group) must communicate the overall plan to your company to facilitate understanding and buy-in. The plans need to include cost estimates and benchmarks, as well as a mechanism to gather internal and external feedback on the application and to continuously improve the business processes. 
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