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The e-Business W@tch

The European Commission, Enterprise & Industry Directorate General, launched the e-Business W@tch to
monitor the growing maturity of electronic business across different sectors of the economy in the enlarged
European Union, EEA and Accession countries. Since January 2002 the e-Business W@tch has analysed e-
business developments and impacts in manufacturing, financial and service sectors. Results are continuously
being published on the Internet and can be accessed or ordered via the Europa server or directly at the
e-Business W@tch website (www.europa.eu.int/comm/enterprise/ict/policy/watch/index.htm or www.ebusiness-

watch.orq).

This report is a Special Issue Study on e-Business Interoperability and Standards. It provides a cross-sector
perspective on e-business interoperability requirements and standards in the context of relevant public business
policy issues. The synthesis is based on the e-Business W@tch survey, specific business case examples and
desk research. The report is intended, in particular, for SME business managers and public policy strategists.
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warranty of any kind. Results from this report should only be used as guidelines as part of an overall strategy. For
detailed advice on corporate planning, business processes and management, technology integration and legal or
tax issues, the services of a professional should be obtained.
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Introduction to the e-Business W@tch

e-Business W@tch - observatory and intermediary since late 2001

The European Commission’s e-Business W@tch monitors the adoption, development and impact of
electronic business practices in different sectors of the economy in the enlarged European Union. The
background of this initiative was the eEurope 2002 Action Plan, which provided the basis for targeted
actions to stimulate the use of the Internet for accelerating e-commerce, acknowledging that
"electronic commerce is already developing dynamically in inter-business trading” and that "it is
important for SMEs not to be left behind in this process." The eEurope 2005 Action Plan confirmed
and built further upon these objectives with Action 3.1.2 "A dynamic e-business environment", which
defined 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".

It is against this background that the European Commission, Enterprise Directorate General, launched
the e-Business W@tch in late 2001. The objective of this initiative is to provide sectoral analysis based
on empirical research, including representative enterprise surveys in countries of the European Union,
the EEA and Accession States, with special emphasis on the implications for small and medium-sized
enterprises (SMEs).

Since its launch, the e-Business W@tch has published more than 60 e-Business Sector Studies on 17
different sectors of the European economy, three comprehensive synthesis reports about the status of
electronic business in the European Union, three statistical pocketbooks and various other resources
(newsletters, special issue reports, etc). These are all available on the website at www.ebusiness-
watch.org (‘resources’).

The quantitative analysis about the diffusion of ICT and e-business is based to a large extent on
regular representative surveys among decision-makers in European enterprises. The e-Business
Survey 2005 covers more than 5000 enterprises from 10 different sectors across 7 EU member states.
In addition, more than 70 case studies on e-business activity in enterprises from all EU, EEA and
Accession countries are carried out, to complement the statistical picture by a more detailed analysis
of current e-business practices.

Survey results of the previous years have confirmed the initial assumption and rationale of the e-
Business W@tch that the sector in which a firm operates and the size of a company, rather than its
location, are the main determinants of its e-business activity. The large demand for the various
publications and statistics provided by the e-Business W@tch, and their exploitation by other research
institutions (for example, in the EITO Yearbook 2003 and in the OECD Information Technology
Outlook 2004), document the demand for sectoral e-business analysis. Facilitated by positive
responses and the growing interest in its analysis, the e-Business W@tch is increasingly developing
from an observatory into a think-tank and intermediary, stimulating the debate about the economic and
policy implications of e-business among stakeholders at an international level.

The wide-angle perspective: e-Business W@tch provides the "big picture™ as a
basis for further research

The mission of the e-Business W@tch is to present a "wide-angle" perspective on e-business
developments and practices in the sectors covered. This has important implications regarding the level
of detail in which various issues can be explored, both in terms of the quantitative picture (survey) and
in terms of the qualitative assessment and background research.

Over the past 10 years, "electronic business" has increased from a very specific to a very broad topic
to be studied. The OECD proposes a definition of e-business as "automated business processes (both
intra-and inter-firm) over computer mediated networks". This definition is useful as it makes clear that
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e-business is more than e-commerce (which focuses on commercial transactions between companies
and their customers, be it consumers or other companies) and that e-business includes internal
processes within the company as well as processes between companies. Furthermore, the OECD
definition implicitly indicates that the focus and main objective of electronic business is to be found in
business process automation and integration, and the impacts thereof.

This implies that the potential scope for e-business analyses has also broadened. The measurement
of e-commerce transactions (the volume of goods and services traded online) can and should be
complemented by studies analysing the degree to which business processes, including intra-firm
processes, are electronically linked to each other and have become digitally integrated. Hence, it
becomes practically impossible to cover in depth all areas and facets of e-business in one study.
Thus, study scope needs to be carefully defined.

The e-Business W@tch Sector Studies apply a wide-angle perspective and zoom into selected
aspects of electronic business only. In general, studies with a wide-angle approach allow for a wider
range of issues to be covered and investigated at the same time. This, however, necessarily limits the
level of detail in which each single issue is explored. This must be considered when using the Sector
Studies prepared by the e-Business W@tch.

The role of economic analysis in the Sector Reports

In addition to the analysis of e-business developments, the e-Business W@tch Sector Studies also
provide some background information on the respective sector. Following the configuration of the
sector (on the basis of NACE Rev. 1.1 classification) at the introduction of each study, this overview
includes some basic industry statistics, as well as information about the latest trends and challenges
concerning the specific sector. Readers should not mistake this background information, however, as
the main topic of analysis. An e-Business W@tch "sector report” is not a piece of economic research
on the sector itself, but a study focusing on the use of ICT and e-business in that particular sector.
The introduction to the sector is neither intended to be, nor could it be a substitute for more detailed
and specific industrial analysis.

The data presented in each sector’'s overview are mainly derived from official statistics prepared by
Eurostat, but are processed and refined by DIW Berlin. The purpose is to close the many gaps that
occur in the official statistics, with missing data being imputed on the basis of extrapolations and own
calculations.

The mission of the e-Business W@tch is to monitor, analyse and compare the
development of e-business in different sectors of the European economy — not the
sectors themselves.

Its objective is to provide reliable results, based on commonly accepted methodologies,
which are not readily available from other sources and would trigger the interest of policy-
makers, researchers, and other e-business stakeholders for more in depth analyses (or
statistical surveys).

The e-Business W@tch has adopted a “wide-angle” perspective in its approach and the
necessary trade-offs are transparently depicted in all its deliverables.

The definition of sectors and the adequate level of aggregation

Economic sectors constitute the main level of analysis for e-Business W@tch. In 2005, the sample
consists of ten sectors. Their configuration and definition are based on the NACE Rev. 1.1
classification of business activities.

The rather broad aggregation of different business activities into sectors in 2002-2004 made it
possible to cover a broad spectrum of the economy, but also caused some challenges for the analysis
of e-business developments. For instance, it was hardly possible to focus on individual sub-sectors in
much detail within a single sector report. The selection and definition of sectors proposed for 2005
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reflect these concerns. Six out of the ten sectors proposed are sub-sectors that were part of
(aggregated) sectors analysed in 2002-2004. The rationale for "zooming in" on former sub-sectors is
that the broad picture for the whole sector is now available from previous sector studies, and that this
seems to be the right time within the prospective life-cycle of the e-Business W@tch to focus the
analysis on more specific business activities.

The 10 sectors covered in 2005 were selected on the basis of the following considerations:

The current dynamics of electronic business in the sector and the impact of ICT and electronic
business, as derived from earlier e-Business W@tch sector studies.

Interest articulated by the industry in previous years on studies of this type.
Policy relevance of the sector from the perspective of DG Enterprise & Industry.

Roll-out strategy of 2003: New sectors (not covered in 2002/03 and/or 2003/04) have been
added, as well as specific industries which have only been covered as part of a larger sector in
the past

In 2005, the e-Business W@tch will also deliver four cross-sector studies. These Special Reports will
focus on a particular e-business topic of interest across different sectors rather than on a single sector.

The 10 sectors and 4 topics analysed in 2005

The 10 sectors which are being monitored and studied in 2004/05 include seven manufacturing,
construction and two service sectors. Four of these sectors (namely food and beverages, textile,
machinery and equipment and tourism) were also covered in the previous years of implementation,
while the other six were covered as part of (aggregated) sectors analysed during 2002-2004.

Exhibit: Sectors and topics covered by e-Business W@tch in 2005

Sector Studies NACE Rev. 1 Publication date(s) *
1 i Food and beverages 15 July 2005 Sep. 2005
2 | Textile industry 17,18 July 2005
3 Publishing and printing 22 July 2005 Sep. 2005
4  Pharmaceutical industry 24.4 July 2005 Sep. 2005
5  Machinery and equipment 29 July 2005 Sep. 2005
6 | Automotive industry 34 July 2005
7 : Aerospace 35.3 Sep. 2005
8  Construction 45 July 2005 Sep. 2005
9 Tourism 55, 62.1+3, 92.3+5 Sep. 2005
10 | IT services 72 July 2005 Sep. 2005
Special Topic Reports
A ?oﬁizgfdggi%ntgctlig; Indicators: Definitions, July 2005
B gzngci)epvr\;emsof International e-Business July 2005
C i e-Business Standards and Interoperability Sep. 2005
Issues
D  ICT Security and Electronic Payments Sep. 2005

* There will be 1 report (in 2005) on 4 of the 10 sectors, and 2 reports on the other six.
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Executive Summary

Objectives of this study

This report is one of four special studies published by e-Business W@tch in 2005, in addition
to its sector studies. While sector studies present e-business developments from a specific
industry's perspective, special studies focus on a particular ICT related topic, across sectors.
This study focuses on the concepts, application and adoption of e-business interoperability
and standards. It is intended as a sourcebook of reliable current background information,
source data and indicative findings for SME business managers and public policy strategists.

Interoperability and Standards

Business interoperability between different companies is gradually being enabled by more
sophisticated, and yet easier to manage, internet based systems. Systems such as ebXML
have reached a point where they are now ready for full scale deployment. The lure of instant
“plug and play” web and grid services is allegedly not far away. Behind these powerful new
tools is a myriad of standards and standards development organisations, some proprietary
and others more open. All are seeking their rightful place in the emerging Business
Interoperability Frameworks. To make sense of all this, work is constantly underway to
rationalise the standards maze, by selecting the best technologies, proving them in pilots and
introducing mechanisms to eliminate duplication and manage conflicts among standards
developers.

Europe has a role to play, primarily to ensure that the needs and requirements of the
European SMEs are met as quickly and as efficiently as possible. However, Europe too must
contribute its fair share to the international initiatives on standards convergence and
interoperability testing.

Companies are expected to innovate regularly and continually. The same expectation should
be placed on our standards development organisations and to the ways in which companies
develop, select and implement B2B standards.

Enterprise Size-bands

SMEs are not a homogenous set. This study in its analysis of the take up of standards and
technology clearly shows that the adoption rates and future plans are highly dependent both
on the sectors and the size of the companies involved. One of the basic premises underlying
the research is that a sector led approach to implementation, that meets national business
and cultural requirements, is required to achieve the maximum benefits. This must include
mechanisms to help SMEs set challenging and realistic targets for their B2B
implementations, for accelerated development and harmonisation of sectoral standard
roadmaps, and for the adoption of all relevant business and technology agreements.

National Initiatives

The sector independent characteristics of national interoperability initiatives in Luxembourg
and Australia, which focus on methods to encourage and enable implementation of e-
business standards by and for SMEs, are summarised and proposed for consideration as
models for similar initiatives in other sectors and geographies.

The following observations have been noted from the survey analysis and the national
initiatives:
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There is evidence, of a high level of commitment and practice across all of the
enterprise size-bands, that standards play a critical role and are taken into account
when making decisions on what technology and data to use in the introduction of new
products, services and processes. This focus on innovation is continued in the case
study on the CRP Henri Tudor collaborative approach to e-business implementation
within the construction sector in Luxembourg.

When studied by enterprise size-band, interoperability with companies outside their
own sector is most important for medium sized enterprises, irrespective of their
sector.

Subject to the absolute recognition of open voluntary participation, the role of a
national or regional standards body can usefully include application of industrial
strength project initiation criteria, coordination and management processes designed
to assist small and medium enterprises (SMEs) move to and benefit from online
trading operations.

The longer term requirements for sustainable agile manufacturing and flexible service
delivery in B2B networks can be best met by using open, flexible and efficient
business trading frameworks. Interoperability, enabled by appropriate standards
development and testing environments, is essential.

The comparative cross-sectoral data and conclusions from the e-Business Survey 2005
indicate that the pace and direction of e-business development differs considerably between
sectors and between types of enterprise. In some sectors, internet based e-business is
already significantly changing the way companies interact with their customers and business
partners. Nonetheless, despite the apparent differences in take up, there are commonalities
when viewed in the context of an e-Business Interoperability Framework: all sectors utilise
similar core business processes and share the need for agreed cross-partner trading profiles.

Policy conclusions

The study recommendations focus on medium term actions which could directly contribute to
implementation of common standards based solutions in all sectors. For long term value,
transparent fairness and maximum impact (relative also to the additional goal of movement
towards standards convergence) the proposed actions are suggested to be focused primarily
at the sectoral, cross-sectoral, and standards policy levels. The study results are fully
consistent with, and actively complement, the practical focus on increased implementation
and use of technology proposed in support of the i2010 Action Plan®.

! See http://europe.eu.int/i2010
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