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PROVISION No.30 2001

In 1990, IBM declared itself to be a service company worldwide. IBM
Japan started its full-scale service business in 1992, and since
then, service businesses have grown at a steady and accelerating
rate. In fiscal year 2000, this business area accounted for about 50%
of our total sales. Because more and more customers are using
outsourcing to reform their businesses, sales in outsourcing are
double those of last year. In addition to conventional large-scale full-
scope outsourcing, which deals with the operation and
maintenance of mainframe systems, we have recently seen a
rapid increase in e-business hosting services, such as the
development and maintenance of e-business sites.

The rapid growth in our outsourcing business owes much to
external factors. For example, because of the prolonged
recession in the Japanese economy, many companies need to
transform their corporate resources, including human resources. Also,
they have become more aware that in order to adapt to this global
era they must convert to core-competence management. There is
also an internal factor: IBM has the core competence in the skills and
resources to meet the companies’ needs.

Because the IT industry continuously undergoes innovation, the
typical information systems department is having more and more
difficulty in meeting the requirements placed on it, and therefore is
searching for a new scheme for corporate computerization.
Outsourcing to IBM, a company that specializes in information
technologies and their applications, gives one of the best
solutions to the following:

Issues related to information systems departments, such as the
strengthening of system planning and the need for new skills.
Management issues, such as the need for agile management,
increased competency, and the control of costs.
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PROVISION No.30 2001

IBM's service business has superiority in its technology, its
processes, and its people. Among them, people, or human
resources, play the leading role in strategic outsourcing. The
retention ‘in both quality and quantity’ of skillful human resources is
the key to the success of our IT outsourcing business. To achieve this
goal, we must not only train current employees but also hire and train
new ones.

Also, for successful migration from our customers' information
systems to ours, it is essential that the skilled engineers in their
information systems departments join our team. In Western
countries, many employees in a customer's company, including
managers, are transferred to an outsourcing company. Until the
mid 90's in Japan, however, labor practice, such as lifetime
employment, which have helped companies retain skilled
resources, have prevented manpower from being mobile, and
engineers have strongly resisted the transfers to other companies that
outsourcing entails.

To deal with this problem and expand outsourcing in the
Japanese market, IBM Japan has introduced the joint venture
(JV) scheme. Subsidiaries or JVs are set up as JVs, and IBM's
worldwide personnel systems are applied to them, with any
necessary adaptations. One example is the IBM professional
system, which is based on the skill management process. This
system, by which people undergo training that leads to new
licenses, is rated highly by employees transferred from our
customers' companies, because it motivates them to brush up
their skills as they pursue their careers.
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One aspect of the IT revolution is that component technologies
have advanced and become increasingly complicated. This is a
main reason for the demand for IT outsourcing. However, IT
outsourcing should not be viewed merely as a solution to the
reorganization of information systems departments; we must
realize that, in the stream of IT revolution, their roles are now
changing. What people expect of an information systems
department is no longer how to establish IT, but how to make use of
IT. By shifting in this direction, the department is expected to play a
new role in corporate management and business strategies.
Since 1999, diversification in outsourcing has accelerated as
customers have changed the value chains for their businesses in
different ways. Their methods and strategies for change can be one
of the following, or a combination:

Choosing: A strategy that aims to concentrate a company's
management resources on its core competence business.
Grouping: A strategy that aims to establish an open system
having merit of scale, by sharing part of the value chain.

Adding: A strategy that adds new interfaces between the
company and its current existing customers or business partners.
Omitting: A strategy that focuses on the core function and omits any
other functions. This strategy is used mainly when a new
business is established.

To respond to the diversifying requests for outsourcing, we are
making every effort to deliver end-to-end full-line service
smoothly, from consulting to operations and maintenance.



[J SPECIAL FEATURE : Qutsourcing

m JO00000ooooooogd

ohbooboboooobooboooboocooooboooooooo
ooobOoooboOoboooOooOobOooooomao
coooobooobooooobooboooooooooooooo
cooooboooocmoboooooooomooboooooo
cooboooboobooboobbboo@muoooomooan
coocmoooooboboooocoocooOboOooboooo
gooobooooToooboooooooobogoboooo
oooooboooToboooooobDoobooooDbooo
ooooooooTooohobbobooooooooooooo
gobobooooboooooomoi1ooooogoo
oooooboobooobooooaboooooooon
oooobooooooooooooooooooooo
ImmoOooooboooooooooooooooobobooooo
oOToooooooooocoooooooommboooooo
oooooooooboboboooooomomsMooooooo
t@ooom@oooomooocoooboboooo
cooiomoooboooobbcoooooomooaoan
oooobdmobooooooooooooooooooog

m JO00000Dgooooonoon

ooo0oooooboobOOobbbooobobomooboon
g obbobbobbboogbooboooooooog
gooooboobobooobod
gopooogooooobobobobobo@mbooooooboboo
goooooboboomoboboooooobbboboo
oMmoooooooooooooobboom oooooon
0o0oMoooooooboomesot boooooooooo
goomoboogooooboooooooobbbmoooo
ggobooboboboobooboooobomobooon
gogbobobboboooobooboobooooom
obboboobopoobobbobobooobbooooo

gooboooobboooboo™@oobooooobog
oooboomoooosodoooobooomoooooioo
goboobobooobbobomoobobbboooooo
omgooobglot oo booobonoog

gooooboleobooooboObooomobooogon
ooomoooooooooboooobobwooooooo
ooooboooooooobobooomooooooobooono
gooooooooooo
cooooooobooboboooobooooTooobmooo
goooboocooooobooobocooooboOoooooooO
goooimmoobooooooooooooomoooooo
gobooboooobOoooooobo@moomooooom
gdbmobomoooobboboooooooooom o
ooooooiImMmoomooooobooooboooooo
goooooo
ooomoooooimmobboocobooboomoooo
ooboooooomoobooooooboooobobboobOon
ooooooboboooboooboooocooooliTboon
oboomooooooommboooboooomooooooo
oobooobobooboomooooobooooooooooo
obooooooocooOoobooooobodrTobbbobbbon
ubooooooboooobobobOooooobooooooaT
ooobooobcoooboomooooooocooooan
uoooooobobooooboobodooobooaoog

m JO0000dbobooooboboobogd

19990 0000 M O00000000000O0O0O0DO000
00@MO000000@MO000o000oooooooonon
000000MO0MOo0000oooOoooooooaon
0000000000 000000000000000000M0
0000000000000 0000000M 000000000
00000000000000000000000000

000000000000 00000000000000000
0000000 0000M0000000000000000m
000000000000 00000000000MO00000
0000D0MO000000000000M4000000
00100 0000000000000000000000000
00000000000000000000000
@oomao

000M 000000000000 00MOMoooag
0000000000 0000000000000000000

PrROVISION No.30 2001

:Diversification & Growth Jegsisiaisiaiaiaaaisiuiy/aiadoiuiniey) |

13



| K P O Management Forefront—@)

14

Mnoooooo
oooooooon

0oooo
0oooo

@nooooooo
0000o00ooooooooo

@ooooonoo
00O0o00O00O00oO0ooO

O O e-business
oooo
ooooao

@oooooo
0O0ooo0oO0ooooDon

0o0o0o o0ooo
ooooo oooo

01Mmoo0000000000000000

O
0
0
0
0
0
0

00000000000 0000000000000000000
O 0O0000000001993000000MM 000000
000000000000000000
00Mme990 00000 0000000000000 0000
0MO00030000000000000000000000
00000000000
@Oooomo
000MO0000000000000000000000
000000000M00000000000000000000
00000000000000000000
0O000000000000000ATMOOO000000 M
00000000000000000000000000MM 00
000000000000 00000000 0240036500
ATMOOOOMMOODO0O00O00000000M0O000
0000000000000000000000000000000
00000000000000000000000000000
0MO0000M0O00MO00MO000mon0nn
00000000000MO00000000000000
00000000000000000000000000M00
D0M0O00MO000MO00000000000000
0000000000000000000000000-00
OO00000MO00MO0000ong
@ooomao
0000000000000000D00000000000
0000000MO00000000M0000000000
000M-0000000000000000-00000000

PROVISION No.30 2001

O000MOO00mMmOooooono
000000000000000ATMOOCO 00000000
0MO000000000MO000M0000000000
000000000000MO000000000M 0000
0000000000
@DoDOomo
00000000MO0000MO0MO0mooon
0000000000000000000MM 0000000
000000000000000000000000
0000000000000000000000MmM 00
0000 00ITO00000000000000000 000000
000000 O000ATM’000000O0000000000
00000000000MMO00O000ITOD 000000
O00000O0MATMOOOOOMMOOO000mMO0m
0000000000000000000
0000000000000 000000000000000
0ooooo

m 000000000 —rooooooo-

020I1BMOO0OOO0O0OO0O0O00O0OOOOOOOO0OOO
O30 00ooooonooomobo200000o0m oo
JoooomoomIT oo oM ooooooo o
gimbooogooboooooog
0000000000 mooooogooslt
0 Systems Integration(D 00 000000 O0CITOOOO
0000000000000 ooUooooooooooon
ooo
oooImoooooooITo00oooo o ooom oo
0000000000000 0000O0mMmuooooooo
000000000000 0000000000000o000m
o000 ooO0Mmooooooooooooooomoo
doobooooboooooooboooooooooolT
oooooooooooobobob oo boooooooooo
ooooooooooood
0000oodooooomaTobooomoomoon
0o0oodooooomooobboboob o oooomoa
0000000000000IBMOO0OOO0O0O0D0O00O0O00@®



[J SPECIAL FEATURE : Qutsourcing

:Diversification & Growth Jelsjujuieiaisiaiaiaiajaie/ajaiuiuiofey/ |

ooo

oooooo

ooo

gooooood
0o 0Oo0000ooo
oo
00 00000000 -SI-000000000 e-businessO
E 0oooooog
= 00000000 O0O00000oOOO

-0000000000000 I I

oooooooooooo

-000000000
ooooooooooooo

ooooooOOobobcOooooooOoobcoooo

-goooooooooooo
00 oooooOomooooooo

000000000 0o0dd
ooooooooo

gooooooo

ITooo

{:H:IDDD

e-business(]
gooooaa

oooooocoo

0200000000000I1IBMOOOOOOOO

oobbooooocooooboomesrooboooobooonoan
0000 0000000000 0@ODOOO0MOoO000on
oobooboboooboooooboooboo -s1-0000oo0a
0000@0O00000000000M0O0M0000000
toooboobbobbb@oooooboooobooOooobobOoo
tmoomooooopbobbomoomImoboo ™o
oomoooobobooooooooooboooooomao
moobobooboobobobooobooobooooooogao
OO000O00OCENd to End0O0O00000OOOO0OOO0O00O0
ooooooooobobbboooooooobobooooo

B e-businessO 00000000
—0000mITO0D00MO0N0Nonon—

oboboooooboOoooooboobOo@mooooono
tooooooooooooooobooomuooooooo
coomoooobooooobOoOooooomooooo
oooooooooooooooooooooboooooao
oooooaod

tomoooooooobooooomooooooonoo
ooobDOoDoOoooooooooooomoooobooDo
ooooooooobbobobooooboboboboooooboon
ooOoboboboooboboooboooooobboomoon
ooooooboobooobboboboboooooooobooon

obomoooooOoooobooomobobooooooooo
oooobooooboooooobomooobooOno o
gooooomooboooobooooo

e-business0 000 00000000000O0O0O0O00O0O
oo uooooo@m@mooOonoomoooooo
Oo0O00Oe-businesst OO OO0 O0O0O0OCOOOOOOOO
ooooooooooomooooooooooomoomao
ooooooooboooobooobomooooooooon
gooombobooobbomobooooooooooooo
ooooooooobOoobboooooooomooITobo
oooooomobooooooooooooooooooo
0000000000000 00000 e-businessOO0 000
goobmooooobooooboooooooooomo ooo
oMo ooooooobbooooomoogooo
oooobooocobooocoobooobooobooobooooa

PROVISION No.30 2001 | 15



L 0000000000

16

Management Forefront—@

gooo

IBM e-business.][IL]

Judob g

Add-on Value for IBM's e-business Hosting Service

00O00oooooooooo
poooooo
e-00000000000OOOOO
oo

oo oo

Akio Iwata

Manager of

e-business Management Services
Services Business

IBM Japan, Ltd.

IBM e-business00 0 00000000 OO Ce-businessO 0O O
dobooooobooboooobooddmoooodmoooo
doodoooooooooboiBMOOOooooooooao
dooodoboodoom booobbooooooooooo
Jdo00o0doboo0obodobOooboOoobOoOoomeool
dl1iodoboooooboobode-00ooooobooooodo
J0oooooooOoo@modd@moobooooooooo
000000 0OC-businessO 0000000000000 O0O
doMoboodooooboobooooooooooodO
00Mooooobododnoooooo D 0Milz000000O
aooooood

0000DO0e-businessO 0000000 MMODOOOOOO

0000000000 00O0CRMI Customer Relationship
Management[1] SCNI Supply Chain Management[1] [
Jdddddoo0o0obo@obooobooboobooamm o
dooooooboogiimobooboooooooooooon
goooobomoooooooooooooooo

PROVISION No.30 2001

00O00oooooooooo
oooooo
oooooooooooon
e-00000000O0O0ODO

oo o

Isao Mutoh

Manager of e-business Services,
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IBM's e-business hosting service offers everything you need for e-
business, from establishing a network infrastructure to developing and
operating hardware and software. In IBM Japan, this is one of the
most rapidly growing businesses in outsourcing. To specialize in it,
we established a new e-business management services section in
January, 2001.

In this article, two persons in charge of the e-business hosting
service talk freely about this service, from the overview to
applications, and also about its add-on value. The chairperson for
their talk is Show Kobayashi, from Marketing Management (see page
12).

The following is a key message from the two persons:

When you start e-business, you will experience several stages,
from publishing Web pages to practicing customer relationship
management (CRM) or supply chain management (SCM)
integrated with your legacy systems. When you choose an IT
partner, it is important that you choose the one that can respond to
your growth the most flexibly, reliably, and quickly.
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