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MAJOR FINDINGS

E-Business Spending: 18% of IT Budgets

Results indicate that e-business will account for 18.2
percent of IT budgets in 2002, equating to over $240 billion
of global spending.

E-Business Spending to Outgrow IT Spending
E-business spending will grow at 10.6 percent in 2002,
compared to overall IT spending growth of 4.4 percent.

Development Priorities for 2002

Respondents ranked business intelligence/analytics and
sell-side initiatives, such as CRM and catalogs, of highest
importance in their 2002 plans.

E-Business Drivers and Barriers

The need to increase sales and revenue and gain
competitive advantage are the two biggest drivers of
adoption, while implementation costs and budget
constraints are the major barriers.

Early Adoption of Web Services

Web services is set to become a major method for
interacting with trading partners in 2002. Also, portals and
extranets both ranked above private and public exchanges
as means for engaging with trading partners.

Financial Viability of Vendors a Major Factor
The financial viability of vendors has loomed as a major
factor for vendor selection, equal with ROl models.

E-Business and Corporate Strategy Alignment

The majority of respondents indicated that their e-business
strategies are either fully aligned and developed
simultaneously with corporate strategy, or developed with
direct reference to corporate strategy.
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NOTE: For the purpose of this survey, e-business is defined as:

"The utilization of Internet-based applications and infrastructure, both internally and
through collaborative linkages with trading partners. Examples include, but are not
limited to, procurement, supply chain management, CRM/sell-side e-commerce,
business intelligence, e-markets/exchanges, ERP, content management, integration,
Web services, etc.."
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E-Business: The Big Picture

Exhibit 1.1  Overall movements in e-business budgets

How will your e-business budget change in 2002 compared to 2001?

Decrease:
24%

Increase:

49%

No change:
27%

49 percent of companies plan to increase e-business budgets in 2002, while only 24 percent plan to decrease budgets. On average,
e-business budgets will increase 10.6 percent from 2001 to 2002.

Source: Line56, A.T. Kearney Joint Research, November 2001
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E-Business: The Big Picture

Exhibit 1.2 The size of the market

E-business spending: 2001-2002
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Line56 estimates e-business spending to be 18.2 percent of total IT spending in 2002. Based on projections that the size of the IT
market will be $1.3 trillion in 2002 (Source: Aberdeen Group, 2001), the size of the e-business market will grow to $240 billion in
2002, a growth rate of 10.6 percent from 2001.

Source: Line56, A.T. Kearney Joint Research, November 2001
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E-Business: The Big Picture

Exhibit 1.3  E-business spending to outgrow IT spending

2001-2002: E-business spending growth compared to IT spending

12.00%

10.6%

8.00% -
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Growth in IT spending Growth in e-business
spending

While respondents indicated a 4.4 percent growth in overall IT spending, e-business spending is set to grow 10.6 percent from 2001
to 2002.

Source: Line56, A.T. Kearney Joint Research, November 2001
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Development Priorities

Exhibit 2.1  Number of projects companies will begin in 2002

Does your company plan to begin new If yes, how many e-business projects will it
e-business projects in 2002? begin in 2002?

\

o1-5
o 6-15
0O More than 15

O Unsure

The majority of companies surveyed plan to begin between 1 and 5 new e-business projects in 2002, while 17 percent plan not to
begin any new e-business projects.

Source: Line56, A.T. Kearney Joint Research, November 2001
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Development Priorities

Exhibit 2.2 Ranking of 2002 e-business projects

Rate the importance of the following e-business projects in your 2002 plans:
(1 = least important, 5 = most important)

CRMsell-side e-business _ 3.44
Content management/catalog | ] 3.34
Business intelligence/analytics | ] 3.28
Direct procurement 7_ 3.17
Supply chain management | ] 3.14
Enterprise application integration (EAI) | ] 3.09
Electronic payment and settlement 7_ 3.09
Private exchanges | ] 2.96
Indirect procurement | ] 2.94
Enterprise resource planning (ERP) 7_ 2.90
Public exchanges | ] 2.52

Respondents rated customer facing, sell-side projects as the highest importance for 2002, while business intelligence/analytics
appeared at number 3. Indirect procurement and public exchange projects appeared toward the bottom of the list.

Source: Line56, A.T. Kearney Joint Research, November 2001
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Development Priorities

Exhibit 2.3  E-business projects that will receive budget increases in 2002

Percentage of companies planning to increase spending
from 2001 to 2002 on the following areas:

Business intelligence/ analytics _ 54%
Content management/ catalog | ] 51%
CRMsell-side e-business | ] 48%
Electronic payment and settlement 7_ 45%
Enterprise application integration (EAI) | ] 42%
Supply chain management | ] 36%
Private exchanges 7_ 33%
Direct procurement | ] 33%
Enterprise resource planning (ERP) | ] 27%
Indirect procurement 7— 24%
Public exchanges | ] 23%

More companies plan to increase spending on business intelligence/analytics than any other e-business area. Electronic payment
and settlement also appears higher in this list than in exhibit 2.1, indicating a movement of funds into this area.

Source: Line56, A.T. Kearney Joint Research, November 2001
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Development Priorities

Exhibit 2.4  references for interaction with trading partners

To what extent do you plan to use the following to interact with trading partners in 2002?
(1 = least use, 5= most use)

web services I :

Enterprise portal | 3.36

Extranets | 3.27

Private exchange [N :.:

Point-to-point integration | 2.94

Existing (EDI) links | 2.89

i excrange | -

While companies are still indicating a strong use of portals, extranets and (to a lesser extent) private exchanges, Web services will
become a major method to connect with trading partners in 2002.

Source: Line56, A.T. Kearney Joint Research, November 2001
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E-Business Strategy

Exhibit 3.1  Alignment of e-business strategy with corporate strategy

How aligned is your company's e-business strategy with overall corporate strategy?

17%
22%

38%

O Fully aligned and developed simultaneously

O e-Business strategy is developed with direct reference to corporate strategy
B e-Business strategy is developed independently and aligned w here possible
@ Partially aligned

@ Not aligned

Source: Line56, A.T. Kearney Joint Research, November 2001
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E-Business Strategy

Exhibit 3.2 Important factors when developing an e-business strategy

Rate the importance of the following factors in developing your e-business strategy:

(1=

Increase sales/revenue

Gain competitive advantage
Maintain competitive positioning
Maintain/improve your brand
Decrease operating costs
Faster cycle times

Decrease cost of sales

Find new methods of collaboration
Required by customers
Increase industry efficiency
Re-align your value chain

Required by suppliers

least important, 5 = most important)

_ 4.01

| ] 3.90

| 3.84

/e —  3.79
] 3.75

] 3.52

Y 3.44
| 3.42

] 3.23

) 3.22
] 2.97

] 2.40

Respondents cite the need to increase sales/revenue as the major driver of e-business, just ahead of gaining competitive advantage
and maintaining competitive positioning. Consistently, customer demand for e-business outweighs supplier demand as a factor when

developing strategy.

Source: Line56, A.T. Kearney Joint Research, November 2001
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E-Business Strategy

Exhibit 3.3  Barriers to e-business adoption

Rate the significance of the following barriers to e-business adoption:
(1 = low barrier, 5 = high barrier)

Budget constraints 1 3. 76

Cost of implementation | ] 3.60

Technology capability of trading partners | ] 3.21
Lack of performance metrics 7_ 3.06
Need more e-business know ledge | ] 2.97

Security concerns | ] 2.79

Reliability of technology 7_ 2.76

Lack of executive support | ] 2.75
Employee adoption | ] 2.69
Bandw idth limitations _ 2.49

Not surprisingly, budget constraints and cost of implementation were rated the biggest barriers to e-business adoption. Technology
capability of trading partners was ranked the highest among the remaining factors.

Source: Line56, A.T. Kearney Joint Research, November 2001
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E-Business Strategy

Exhibit 3.4 Criteria used to select an e-business vendor

Rate the importance of the following factors when assessing an e-business vendor:
(1 = least important, 5 = most important)

Return on investment (ROI) models _ 3.82
Financial viability of vendors | | 3.82
Total cost of ow nership (TCO) models | | 3.71
Side-by-side functional comparison _ 3.61
Customer recommendations | | 3.61
Pilot programs | | 3.54
Side-by-side price comparison _ 3.49
Product demonstrations | | 3.42
Research reports | | 2.96

The financial viability of vendors has loomed as a major factor for vendor selection, equal to ROl models. However, it appears an
integrated approach to vendor selection is the key, with most factors ranking highly.

Source: Line56, A.T. Kearney Joint Research, November 2001
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E-Business Strategy

Exhibit 3.5  Affect of the slowing economy on e-business projects

How has the ongoing news about the slowing economy
most affected your e-business strategy?

O Accelerated e-business projects

O Slow ed e-business projects

@ Cancelled e-business projects

O No change

53 percent of companies indicated that the slowing economy has caused a slowing of e-business projects, rather than cancellation.
Only 11 percent believe that it has accelerated their company's e-business plans.

Source: Line56, A.T. Kearney Joint Research, November 2001
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Demographics of Survey Respondents

Exhibit 4.1  Industry and Job Title

Industry Job Title
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Survey respondents were from a range of industries and were pre-qualified as being involved in their company's e-business strategy,
purchasing or implementation decisions.

Source: Line56, A.T. Kearney Joint Research, November 2001

Page 15



Demographics of Survey Respondents

Exhibit 4.2 Company Size

2001 Revenue Number of employees

O less than 100 O 100 - 499

0 Less than $50 million @ $50 million - $249 million
O 500 - 999 O 1,000 - 4,999
0 $250 million - $499 million 0 $500 million - $1 billion
O 5,000 - 9,999 O 10,000 - 19,999

@ Over $1 hillion O Don't know m 20,000 or more

Source: Line56, A.T. Kearney Joint Research, November 2001
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