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			Book Abstract

			MAIN IDEA

			Don’t take on any new business initiatives in the emerging digital economy or “E-conomy” until you’re prepared thoroughly and adequately in four key dimensions:

			
					Leadership -- with a dynamic and powerful leader who has the vision of where you need to head.

					Governance -- the ability to set up and make accountable a business structure that rationally matches the journey.

					Competencies -- the capacity to change, apply resources, exploit opportunities and meet reality.

					Technology -- the smarts to build an architecture that is robust, adaptable and comprehensive.

			

			Net Ready companies use these four dimensions to harness the power of the Internet productively to generate growth.

			About the Author

			AMIR HARTMAN is Managing Director of Cisco’s Internet Business Solutions Group. He is also on the faculty of the Haas School of Business, University of California - Berkeley where he specializes in e-business strategy. Mr. Hartman has consulted widely with companies on the development of their e-business strategies, and is co-author of The Search for Digital Excellence.

			JOHN SIFONIS, a Director in the Internet Business Solutions Group of Cisco Systems, has over thirty-five years of industry and management consulting experience. Prior to joining Cisco, Mr. Sifonis was the Chief Executive Officer of SAI International and a Senior Partner in the Management Consulting Group of Ernst & Young. He is the co-author of Dynamic Planning: The Art of Managing Beyond Tomorrow and Corporation on A Tightrope.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of Net Ready (Amir Hartman & John Sifonis)

			Section 1
Strategies For Success in the E-conomy

			Main Idea

			An organization which is positioned to be able to exploit the impressive economic opportunities offered by the Internet business revolution is said to be “Net Ready”. In practice, the degree of Net Readiness depends on four key drivers:

			
					Leadership

					Governance

					Competencies

					Technology

			

			In addition to these four key drivers, there are also 11 trends of Net Readiness that are redefining modern business behavior:

			
					Added value in the E-conomy resides in either the content (the message) or the container (the delivery vehicle).

					Business processes are moving from the simple (broadcast monologue) to the more complex (two-way dialogue).

					The change of products from tangible to intangible forces industries to shift from static to dynamic models.

					Consumers are becoming less forgiving and more discerning about customization.

					Channels of distribution are becoming more flexible.

					New infomediaries are emerging – and creating value.

					Convergence creates vast opportunities.

					Digitization separates form and function – and allows each to be delivered by different means, creating opportunities.

					Smart products are becoming more pervasive – they are becoming information rich.

					The reduction of transaction costs leads to the compression of costs right through the value chain.

					Competitive advantage is becoming more temporary.

			

			Taken together, these 11 trends provide a framework for business operations as the industrial and information economies are fused together to create the Internet enabled E-conomy.

			Once an organization is Net Ready, it must decide which E-business initiatives to actively pursue. The best way to make a decision is by using this E-business value matrix:
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			Generally speaking, Net Ready organizations take on one of five basic E-conomy business models:

			
					E-business storefront

					Infomediary

					Trust intermediary

					E-business enabler

					Infrastructure provider / Commerce community

			

			Supporting Ideas

			The four key drivers of Net Readiness are:
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			Key Driver #1 – Leadership

			All of the current generation of outstanding Net Ready companies are closely associated with strong leaders who:

			
					Instill a Web culture throughout the organization.

					Lead from the front and promote the vision personally.

					Combine strategic thinking and operational performance.

					Evangelize the benefits passionately.

					Empower employees to act responsibly.

					Stay focused and avoid distractions.

					Solve business process problems first and foremost.

					Think and act smart – with tolerance for ambiguity and chaos.

					Move decisively – avoiding incrementalism.

					Are risk takers and counterintuitive thinkers.

			

			Key Driver #2 – Governance

			Relates to how an organization structures itself operationally to do e-business effectively and profitably. Net Ready organizations tend to have a governance framework where:

			
					Executives are directly accountable for the e-business results.

					Well defined metrics exist for measuring results.

					Cross-functional teams can be formed and managed.

					Near-term results are expected.

					E-business applications are promoted actively.

					Decisions are business-driven rather than technology-driven.

					E-business funding decisions are made on the basis of value.

			

			Key Driver #3 – Competencies

			The ability of Net Ready organizations to respond to change, apply resources and exploit opportunities in terms of:

			
					Managing multiple partnership arrangements effectively.

					Dealing with change rapidly and continuously.

					Driving change throughout the organization.

					Executing all projects quickly and ruthlessly.

					Killing any projects that have become irrelevant.

			

			Key Driver #4 – Technology

			The ideal is to be business-smart in technology decisions and technology-savvy in all business decisions by:

			
					Building and driving common standards organization wide.

					Ensuring the infrastructure is scalable and adaptable.

					Evaluating technology using business criteria.

					Resisting complexity and insisting on simplicity.

					Aligning human resources with business goals.

					Having a preference for buying rather than building anew.

			

			A Net Ready organization has generally addressed each of these attributes carefully and deliberately. The end result of becoming aligned with the four drivers is the organization can then deploy new high-impact E-business initiatives and processes that are:

			
					Tightly focused.

					Accountable.

					Measurable using well defined metrics.

			

			No organization will be able to enjoy long-term success in exploiting the opportunities of the E-conomy unless each of these four drivers have been properly addressed.

			The 11 trends of Net Readiness which redefine productive business behavior in the E-conomy era are:


				Trend #1

Added value in the E-conomy resides in either the content (the message) or the container (the delivery vehicle).

Historically, businesses focused on either tangible products or intangible services. In the E-conomy, that distinction becomes blurred – organizations can (and frequently must) play on both sides or migrate from one side to the other to create more added value and generate greater rewards.

				Trend #2


Business processes are moving from the simple (broadcast monologue) to the more complex (two-way dialogue).

There is no such thing as a status quo in the E-conomy – everything is up for grabs – internal business structures, boundaries between industries, customer expectations and consumer outcomes to name just a few of the factors that are changing and adapting constantly.

				Trend #3

The change of products from tangible to intangible forces industries to shift from static to dynamic models.

The E-conomy eliminates geographical and industrial boundaries – meaning organizations are forced to compete with an array of new and different competitors. Businesses need to pay attention to the much wider range of competitors who can emerge unexpectedly.

				Trend #4

Consumers are becoming less forgiving and more discerning about customization.

In fact, mass customization is the organizing principle of the E-conomy. It allows a one-on-one dialogue to produce unique products and services that cannot be duplicated by a competitor. Every customer has their own view of the business organization, its products and services. In other words, even the interaction between the organization and the consumer is able to be customized as an environment that matches needs and interests. The commercial relationship is increasingly intimate.

				Trend #5

Channels of distribution are becoming more flexible.

Instead of allocating different products and services to specific channels of distribution, the E-conomy empowers consumers to use whichever channel they like, or even create their own if they prefer. At the same time, manufacturers are also making their products and services available for bundling by third party infomediaries and other parties who serve small specialist niches. In short, it’s becoming easier for consumers to buy whatever they want however they like in the E-conomy.


				Trend #6

New infomediaries are emerging – and creating value.


Instead of eliminating intermediaries entirely, the E-conomy opens up new business opportunities for intermediaries that offer genuine added value in the space between what a customer wants and what a seller has to offer. That’s because the Internet makes it feasible to interact with smaller, specialist niches efficiently. Thus, a new breed of smart, efficient and quick moving infomediaries are emerging in almost every industry.


Generally speaking, the only intermediaries which are disappearing are those that can be replaced by information appliances which provide products and services for free instead of charging fees.

				Trend #7

Convergence creates vast opportunities.


The three areas of convergence in the E-conomy are:



	Technology and infrastructure are combining to create a World Wide Web which is growing ever more robust as a platform for business organizations.

	Information appliances presently in common use are melding together to give birth to secure devices that allow commercial transactions to take place safely – and to perform other functions we cannot yet imagine.

	Markets are converging as new economic partners combine resources to produce new products and services that are compellingly original. The result? Completely new and unanticipated value chains are being created.



				Trend #8

Digitization separates form and function – and allows each to be delivered by different means, creating opportunities.


The three flow-on effects of digitization are:


	Compression – society speeds up.

	Customization – marketing aligns with a niche of one.

	Informationization – products and services get smarter.



In practice, digitization allows the function (the ultimate benefits) to be separated from the form (the delivery vehicle by which those benefits are delivered). Each can be delivered by separate means. E-conomy companies can choose between whether they focus on delivering the form or the function. (For example: Cellular phone companies now commonly give away the phone (the form) and derive their revenues from the sale of air time (the function). By doing that, they have migrated from form to function – the way many other businesses have.)

				Trend #9

Smart products are becoming more pervasive – they are becoming information rich.

Technology is steadily and increasingly becoming embedded in products. Most often, the degree of smartness is reflected in the amount of network transferable information generated – the more the product can communicate, the better. In this way, products can be customized and at the same time manufacturers learn precisely how their products are being used. That generates benefits for both sides.

				Trend #10

The reduction of transaction costs leads to the compression of costs right through the value chain.

By lowering transaction costs, all types of customer interactions are becoming more efficient. Marketing, fulfillment and customer service costs are being lowered – leading to lower prices and greater benefits for buyers. The direct reduction of the cost of doing business is one of the key forces driving the E-conomy.

				Trend #11

Competitive advantage is becoming more temporary.

In the industrial age, managers focused on sustaining competitive advantage at all costs. In the E-conomy, competitive advantage can at best be only temporary – simply because the cost of duplicating it is so low and there is such a high degree of exposure. Since everyone understands what everyone else is doing all the time on the Internet, competitive advantage flows to a party only temporarily and recedes again once everyone else is doing the same. Fortunately, however, this transparency also drives the E-conomy as a whole forward at an unprecedented rate of growth.

To decide which E-business initiatives hold the best chance of generating significant results, an E-business Value Matrix can be used:
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The meaning of the vertical axis and the horizontal axis are:


	Importance – How critical to your business is the new E-business initiative? The greater the importance, the greater the need for successful execution.

	Innovation – How original is the new application? Low innovation means an evolutionary step, high innovation may be something revolutionary.



The four quadrants of the matrix are:


	New Fundamentals – These are Web-based versions of the tactics currently in use by the organization, or online versions of processes already established and in wide use. (This is usually best performed by the existing organization).

	Rational Experimentation – These are attempts to change the existing business of the organization and break away from conventional wisdom by creating new markets in non-critical areas of the business. (Often used by an incubated team).

	Breakthrough Strategies – These are the totally innovative and improved ways of doing things that change the way entire industries act. Breakthroughs fundamentally redefine accepted practices and force everyone else to catch up. (Most frequently used by a separate, standalone business entity).

	Operational Excellence – These are the strategies which strengthen competitive advantage through use of the Internet in performing mission critical functions more efficiently. (Strategies are used by the entire, integrated organization).



The matrix can be used to:


	Assess where competitors and partners are positioned and where gaps may exist.

	Allocate resources between potential initiatives and possible strategies.

	Monitor and evaluate how the organization’s E-conomy programs are migrating and changing over time.

	Break complex projects into measurable, specific component parts.

	Set priorities and drive execution forward in a meaningful and productive way.

	Clarify the differences between projects which focus on bottom line operational efficiencies (the left-hand side of the matrix) and top line revenue growth (the right-hand side).



Over the longer term, an organization will require activity in every quadrant of the matrix. To create and sustain a competitive advantage, the organization must execute successfully projects in the top-half of the E-business Value Matrix.

In essence, most E-conomy business programs adopt one (or more) of five basic business models:
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				E-business Storefront


An E-business storefront is the digital equivalent of the traditional paradigm of selling products and services. The key advantages of an E-business storefront are:


	Cross-selling and upselling can occur readily.

	High margins can be maintained.

	Transaction costs can be lowered or eliminated.



The most widely-known E-business storefronts have tended to be business-to-consumer applications (Amazon.Com, E*Trade, Onsale, eBay) but these will soon be dwarfed by business-to-business storefronts.

				Infomediary

Infomediaries bring buyers and sellers together and provide value by offering extensive content in the form of advice, personal service and other benefits. Usually, infomediaries own no inventory themselves and rely on partners to fulfill orders. Infomediaries generate revenues through commissions, advertising charges and supply-side subscriptions. They range from portals (Yahoo!, Netcenter) to start-ups (www.travelocity.com, www.expedia.com) to virtual order desks (www.instill.com, www.netbuy.com). Infomediaries exist to streamline inefficient buying processes.

				Trust Intermediary

Trust intermediaries, as the name implies, create trust between buyers and sellers. They provide a viable mechanism by which payment can be made between E-conomy parties. Their existence eliminates friction, and thus the costs of doing business. Examples include Verisign and CyberCash.

				E-business Enabler

E-business enablers use their technology or competencies to provide services for other E-conomy entities. Most often, they function as transparent back-end processors for high profile E-business storefronts or Infomediaries. Examples include Federal Express, LoopNet, Onsale and Chrome.com. Enablers provide process execution muscle.

				Infrastructure Provider

Infrastructure providers, also known as communities of commerce developers, use the Internet to allow people with a common interest to collaborate and do business together. In other words, they bring suppliers, customers and service providers with common interests together into a marketplace where each can do whatever they want to create added value. Infrastructure providers create an environment in which value can be exchanged through the interaction of the participants. Examples include The Sabre Group, GE TPN and ActiveWear Online.

Section 2
12 Strategic Themes For Creating E-conomy Value

Main Idea

Any significant new E-business initiative will most likely seek to embrace one or more or a combination of these themes:
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Supporting Ideas

Theme #1: Reconceive the product / service

This is often the starting point for E-conomy businesses – take a common product everyone now uses and create real value by reformatting that product or service differently.

The general paradigm used in this theme is to:

	Begin with a well-known product or service.

	Add a new, carefully focused E-business component.

	Develop a specific commercialization strategy.



Examples of reconceived products or services:

	www.aol.com – online portal

	www.valpak.com – virtual coupons

	www.tippecanoe.com – virtual business cards



Theme #2: Redefine the value proposition

Traditional value propositions were inward looking, focused on products or the corporation. E-conomy value propositions are outward focused, taking the customer’s point of view. Thus E-conomy value propositions focus on what the customer wants to achieve, even if they don’t understand it themselves.

To really succeed, E-conomy companies redefine their value propositions in the context of the new rules. E-conomy competition is all about competition between opposing value propositions. (You should always assume someone, somewhere is working right now to make your current value proposition irrelevant).

Example of value proposition redefinition:

	www.hotmail.com – free e-mail – changed from a subscription to an advertising driven business model while simultaneously taking the existing value proposition and redefining it another way that created ongoing business opportunities



Theme #3:Move the product up the value chain

Existing products can become significantly different when they move up the value chain through the addition of new service or information elements. That creates differentiation and the chance to capture part of the added value created.

Examples of moving up the value chain:

	www.onsale.com – online auctions – create a transformative experience

	www.ebay.com – virtual flea market – create a transformative experience
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Theme #4: Separate the function from the form

Organizations that can deliver benefits through the E-conomy without requiring the normal physical products to be attached can create enormous value.

Example of separating form and function:

	www.websentric.com – remote presentations

	www.homeaccess.com – remote medical testing

	www.vsea.com – remote diagnostic system testing

	www.cisco.com – remote quality assurance



Theme #5: Unbundle and outsource processes

Organizations that are bold enough to pull apart their core business processes and reinvent them to align more completely with E-conomy attributes find there are enormous opportunities to deliver to customers more value-added information services. By doing so, the organization becomes an integral part of the customer’s own value chain while the costs to switch to someone else become very high.

Example of unbundling:

	www.mckesson.com – health care value chain services



Theme #6: Adopt a different business model

Successful E-conomy companies often create value by taking on new roles as they migrate from one business model to another. Similarly, companies that take on several roles which were previously performed by different entities also can create significant added value.

Example of different business model adoption:

	www.eloan.com – online mortgage origination and refinancing



Theme #7: Compress the value delivery system

In the business-to-business field in particular, the E-conomy is perfect for bringing buyers and sellers together. In so doing, value delivery systems can be compressed and streamlined in many innovative ways. For example, a number of large companies are currently developing E-business portals by which partners and suppliers can automate transactions with them.

Example of a compressed value delivery system:

	www.fsn.ford.com – Ford’s supplier network – reduces information efficiencies and makes it easier for parts and component suppliers to track bids, become aware of engineering changes, monitor the shop floor status for forward supply projections and track assembly reject rates.






	www.buy.com – retailing at (or below) cost – in effect making every product a loss leader and using the traffic to generate alternative revenue streams






	Are rule breakers – they explode current business models.

	Are rule makers – because they dominate their industry.

	Are rule takers – they copy what works for others.




	www.dell.com – online sales of PCs

	www.schwab.com – financial services on the Web

	www.amazon.com – retailing and integrated online services







	Has in place an infrastructure – a transaction engine.

	Invites open participation from every part of the industry.

	Provides a secure, stable and standard environment.

	Promotes an open, unbiased E-conomy marketplace.

	Carries out the ongoing maintenance required.

	Derives revenue from fees, subscriptions and advertising.




	www.loopnet.com – commercial real estate community







	www.new.ingrammicro.com – changing the way the channel assembly services for the electronics industry operates







	www.doubleclick.net – integrated Internet advertising

	www.cybergold.com – Internet advertising credits



Key Thoughts










Main Idea


	Decide whether you should be a rule breaker, a rule shaker, a rule maker or a rule taker.

	Cannibalize your value chain. Compete against yourself or someone else will.

	Be aware of opportunities – question, improve and then market new initiatives continuously.

	Focus on whatever is currently in motion, not on what’s standing still within your field.

	Get partners – nobody can go it alone in the E-conomy.

	Turn your value chain upside down – let suppliers and customers cooperate as never before.

	Run, don’t walk.

	It’s the network, stupid.

	Smart-size every offer.

	Think brand equity and channel equity.

	Planning is critical. Don’t do it.




Supporting Ideas





	Rule breakers offer new paradigms and new business models.

	Rule shakers offer Web-enabled versions of current ideas.

	Rule makers set industry standards.

	Rule takers copy what works and corner a niche.











	Focus on revenue growth, not profitability.

	Focus on developing relationships, not owning tangible assets.

	Think big. Focus on the process of change, not the outcomes.

	Focus on speed of execution, not maximizing benefits.

	Focus on quantum steps, not incremental advances.





	With competitors.

	With suppliers.

	With partners.

	With start-ups.

	With well established brands.
















	Set priorities correctly.

	Execute ruthlessly.

	Anticipate new competitors will emerge.

	Expect new E-conomy entrants to change the rules.

	Make planning a multidisciplinary and dynamic process.

	Build and expand a portfolio of skills.

	Look to change as discontinuous rather than orderly.

	Value execution and nimbleness over planning.



Key Thoughts
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