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Gaining Competitive Advantage in the Internet 

Economy 

Mr. Peter Solvik, from Cisco Systems 
 

Chairman of Graduate Institute of Business Administration Weng: 

Ladies and gentlemen, and my fellow students,  
It’s a great pleasure for us to invite most outstanding businessman such as 

Mr. Peter Solvik. As far as we know, every body is talking about going to 
e-business. But hardly anyone understands what e-business is. As Shakespeare 
said, “To be, or not to be”, to compete, or not to compete, to go e-business, or 
not to go e-business. I know everybody is expecting this very special 
presentation, so I don’t want to occupy too much time.  

 

President of National Taiwan University Chen: 

Mr. Solvik, Honorable Guests, Distinguished Scholars, Ladies and Gentlemen: 

It is my great honor to be invited to give a short welcome speech to Mr. Peter 
Solvik, SVP and CIO of the internationally well-known Cisco Systems. As the 
president of National Taiwan University, I am very pleased to express my heart-felt 
gratitude to our honorable guest speaker, Mr. Solvik, for giving us an enlightening 
lecture about the most up-to-date knowledge in the information and communication 
universe. Also, I wish to extend my gratitude to all of you gathered here for this 
excellent lecture delivered by a most prominent expert of his specialized field. 

We have all witnessed and acknowledged the contribution made by the Cisco 
Systems to the world wide web and Internet in the past years. Their server systems 
and e-commerce mechanism have built up a perfect cooperative partner relationship 
among their numerous customers. Through their CCO (Cisco Connection Online) 
website, a tremendous amount of profitable business has been made to the welfare of 
worldwide human race. Under the leadership of Mr. Solvik, a variety of 
epoch-making achievements have been accomplished too. The Cisco Systems 
deserves to be called the greatest Internet Business Solutions organization of the 
world. Among they gained substantially from the consulting services on the 
Internet-Intranet communication offered by the Cisco Systems. We are all very 
grateful for the facility and comfort brought forth to our life by the many new 
products developed by the Cisco Systems. 



Therefore, it is really our privilege to be here and listen to the lecture of an 
honorable guest who is generous and will to share with us his precious career 
experiences. I believe will all learn something meaningful today, especially from 
someone who has made a great success out of his superb instinct for the right market 
of the present world. Ladies and Gentlemen, please sit back and enjoy the marvelous 
lecture of Mr. Solvik. 

 

Mr. Peter Solvik: 

Thank you very much! Thank you very much for inviting us to be here today, 
and have the opportunity to speak to so many students and faculty members from this 
prestigious university. In the talk today I will talk about the Internet and what it is 
doing for very large businesses. I will talk a little bit about Cisco, and the kinds of 
things we’ve done become one of the most well-known companies in the world, in 
terms of how the Internet is used. In addition to our experience on how Cisco uses the 
Internet, I will talk a little bit about some of the strategies that large companies can 
use in transforming themselves to become an Internet cooperation. So let me get 
started. 

First of all, we are talking about the Internet. The Internet is being adopted faster 
than any technology in the history of the world. We look here at a comparison. It’s 
taking 4 years to get to 40 million Internet users worldwide. It took 16 years to get to 
40 million users of the personal computer. 40 more years to get to 40 million users of 
the radio. So the Internet has grown 4 times faster than the use of personal computer. 
The personal computer is a huge development. It is the biggest innovation in 
computing, in 40 years of computing was invented. And yet the Internet has been 
adopted 4 times faster. The growth of the Internet is not just happening in the United 
States or in the Europe. It is happening in Asia, and here in Taiwan. In fact, it has 
been estimated that in January of 2000, there are 5.9 million people here in Taiwan 
that has the access to the Internet. And over the past two years, access to Internet and 
use of Internet in Taiwan has been grown nearly 50% every year. If you keep growing 
something in 50%, then 50% then 50%, it adds up very very fast.  

That only is the growth of the use of the Internet happening very fast, but also 
the use of the Internet for e-business and e-commerce. Worldwide there was almost 
no business done on the Internet as recently as 1998, just 2, 3 years ago. It was 
couples of billion dollars. Now it saying, by the year 2003 it could exceed 4 trillion 
US dollars in the total amount of business done on the Internet. So you can see how 
fast it’s growing. Likewise in Taiwan, last year in 1999, 79 billion done, and in 2001 
just for one year from now, it is expected to be as much as 255 billion, a growth of 



80% a year for two years. And the growth will continue after 2001. It’s happening 
very fast and it’s an exciting change in business.  

Cisco became a leader in how we use the Internet mainly because we had to 
figure out a different way to grow fast. A company as grown between 40% and 100% 
a year for 10 years in a row. There are some companies that grow fast for 1 or 2 years 
and then maybe they’re flat or get smaller. The persue never has been a company in 
history that has grown as fast as Cisco has grown. To grow 40, 50, 60, or 70 percent a 
year every single year for 10 years creates big challenges. How do you hire enough 
people? How do you build factories? How do you keep growing in developing new 
products and improve quality? How do you keep returning growing successful enough 
that you can provide return to your shareholders? So the challenge has been how you 
grow fast, how do you continue improving the service you provide to your customers, 
and maximize return to your shareholders. We developed a capability in the company 
to look in every business department at how we use the Internet. For the finance 
department, for the personnel human resources department, many factoring 
organization, public relations, marketing, sales, logistics, treasury, every single 
department in the company. We developed the capability to analyze in each 
department what company in the world is doing the absolute best with the Internet. 
Then how can we come with ideas on how every department in the whole company 
can use the Internet more successfully than any other company in the world? We 
believe now we’ve been doing Internet initiatives for 6 years that we can show that 
this is one of the company reasons that our company has grown to be a great company. 
Actually the ability of use of the Internet and use technology in an aggressive manner 
can create a competitive advantage. In the past companies create competitive 
advantage by having better products, or by having better sales marketing, or by 
having better quality in better manufacturing. Not many companies have 
differentiated themselves and created competitive advantage by using information 
technology better. It might make them a little more efficient to have a little less 
inventory, but it generally hasn’t been more the reasons why a company was 
dramatically more successful than other competitors. That was changing in the world 
of e-business. How a company uses information technology and uses the Internet can 
have a substantial impact on that company being more successful than other 
companies that don’t do that. That’s where our story is about. 

Now when most companies think about developing an Internet strategy, first 
they use Internet for marketing, then they use Internet for e-commerce. But we think 
that the company that is very good at how they use the Internet to change their whole 
business to create competitive advantage would be the companies that look across the 
entire value chain. Where research and development in many manufacturing 



companies so the value chin starts at the research and development then goes to 
manufacturing, marketing, sales, and support. How do you develop Internet strategies 
to use e-business to change every one of these functions of the value chain? Perhaps 
more importantly, how people work in the company to get knowledge transferred, and 
how work gets done in the company we called “works force optimization”. 

We started 6 years ago with customer care. A group of engineers were very luck 
to find Mosaic quite after it has been published by University of Illinois, and they 
developed some systems for customers to dial in to the Internet to get access to Cisco 
and ask questions instead of calling. Customers tried using it and liked it. So we 
developed more and more tools that customers can use on the Internet to ask questions 
about products and to solve technical problems. It’s now been doing that for 6 years, 
and today, 80 percent of the time our customer or partner has a question about their 
Cisco products they answer themselves by going to the website. The remaining 20 
percent they still call us and it takes thousands of engineers to answer the calls. No 
engineer answers 80 percent of the calls because it’s done by the Internet. By being 
able to solve our customers’ problems efficiently, we’re become number 1 in 
customer satisfaction. We also the preserves business that profitable while we make 
money as we can invest money back and being even better at it. In addition of that, we 
use the Internet for software downloads. So instead of shipping our software, our 
customers get our software themselves through the Internet, which saves money, 
saves time and solves their problems. Since we started doing customer support over 
the Internet, our customer satisfaction has gone up by 25 %. We saw what happens in 
the area of e-care, customer care of the Internet, and developed a plan to move 
commerce over the Internet. Back then Cisco’s orders came in on paper purchase 
order; they were faxed in. 35% of the time there was an error in the orders where had 
to be corrected by somebody. So we developed a plan started at 1995 with the first 
thing we did was let our customers be able to get the status of their order by going 
into our website. Soon within a few months, tens of thousands of times every month 
people would get their status of their order over the Internet instead of calling us. So 
we developed a strategy then to be able to configure complicated networking 
equipment orders over the Internet. Today the most complex configurable products in 
the world sold over the Internet are sold by Cisco. In the August of 1996, we created 
the capability for our customers to order over the Internet. That first month 3% of our 
orders came in over the Internet. Since then we developed our capability to buy 
service parts and renew your service contracts and look up your invoices and 
configure and return and modify orders. Today, after three and half years, 87% of 
Cisco’s business comes in over the Internet. 15 billion dollars a year, 15% 
productivity increase and 25% increase in customer satisfaction. We save Cisco’s 



money; we save our customers’ money with shorter lead-times and we improve 
customer satisfaction. In addition to use the Internet for customer service, and for 
customer care, we developed a strategy for how to use the Internet for the supply 
chain. Cisco is an 18 billion-US-dollar company in sales, and most companies that big 
would have factories all over the world that we own with many Cisco employees. 
Instead of building our factories and using our capitals to build buildings, we’ve 
created a network of suppliers around the world. We managed this network of 
suppliers over the Internet. 55% of Cisco products get shipped by them to our 
customers without our ever seeing them. But we maintain quality high by testing the 
equipment over the Internet before they’re allowed to ship to our customers. So we 
are able to conserve capitals and help companies do our manufacturing but know how 
to do it best. Because our core competence isn’t in manufacturing; it’s in technology 
R&D. We’ve reduced inventory by 45%, and shorten the time it takes to get new 
products to high volume by 25 % and saved 175 million US dollars in annual 
operating cost. In addition to supply chain and e-commerce and customer care, there 
is also Internet applications that can the inside of the company run better. As an 
example, many of you maybe in finance major in business school. One of the big 
things that people in finance do every month is close the books. The month ends and 
the accountants go to work, tracking everything and doing journal vouchers. Maybe it 
takes two weeks to close the books every month. Think it you can connect all the 
operations of the company worldwide using the same GL systems and using the 
Internet to provide easy access to information. Cisco closes our books of every month 
in just one day. At the end of the month our financial results out all over our 
department managers and the auditors so that they can prove our financial statements. 
Our executives, including CEO, sales managers, and country general managers, they 
can access to our daily information on how many new orders came in, how many 
orders shipped, whether the orders versus their forecast...etc. All these information are 
accessible over the Internet all over the company everyday. So we close our books 
more quickly, and we grow our finance department more slowly than the rest of the 
companies to improve our efficiency.  

Most people think of the Internet mainly in the area of e-commerce or marketing. 
But the Internet is also being used to change how companies work internally. As an 
example, something as simple as expense reporting, that’s the type of thing that the 
Internet can completely change because the charges can come in from the credit card 
companies. Be posted to our website, the employees put that in their expense reports 
and meet it electronically, and Cisco pay back to the bank account in just two days.  

Company with 20,000 employees in the US has only 2 people doing expense 
reporting. We save money, reduce cost, and do things more quickly. It’s also how we 



buy everything in the company, such as computers, furniture, and office supplies. We 
recruit half the people that join our company and survey their resumes over the 
Internet, or create their resumes in the Internet. It’s also how we move away from 
most paper forms, such as hiring a new person, or giving somebody a raise or 
promotion, or proving somebody’s vacation. More and more those processes can 
move to the Internet to enable the decisions made faster. Have more accurate 
information, save money and shrink time.  

 

We think we’re most exciting is that the Internet could be used in the area of 
e-learning. As an example today, this lecture is being broadcast across the Internet 
here in Taiwan using IPTV. So anybody connected to the Internet that has access with 
IPTV (they couldn’t be here, perhaps there are not enough seats) could sit at their 
desk and watch. When you just can watch on the screen on IPTV. When you’re in 
university, it makes sense to have classes in person. But once you go to work for a big 
company, you are not able take an hour out every day to take your refresh course like 
accounting, finance, and e-business. It’s hard to find time to take professional training 
during your career. The idea of e-learning where you have access to the information, 
and the access to the classes, at anytime to take directly from your desk is very 
exciting. This year all Cisco sales staff worldwide will at least take one e-learning 
course. 80% of our sales and technical training are available online, and it saves about 
50% of the cost of somebody flying and going away taking a class. We started doing 
Internet develop-ment in the 92-93 time frame, and our website was launched in 1994. 
We believe one of the main reasons we’ve been able to outstrip our competitors is 
because how we use the technology ourselves. It enables us to make decisions faster, 
get new products to market faster, train our staff more efficiently, reduce cost, reduce 
inventory, and improve customer satisfaction. Beginning in businesses that are very 
aggressive in using the Internet, it could be one of the major reasons why they get 
differentiated. In fact, if you look at the other companies in our industry you can see 
that one measure alone: employee productivity. It’s a big difference in product 
revenue per employee, compares to some other very big famous companies. They 
may have huge number of people as the measure of the past as the company’s strength. 
Small number of knowledge workers that are very efficient is maybe a better way to 
do business.  

Cisco has become one of the pioneers in how to use the Internet for business. 
Many large companies around the world come to us to get advice. On exactly what 
should they do: to change their company to become an Internet cooperation. Many 
people in big business magazines, like Fortune or Forbes, and people that writing 



books for consultants, basically they say to executives in brick-in order companies 
that they need to have a website, that they need to do e-commerce. It’s almost like 
their advice is keep your old company there, but put a thin in the air, a fore-side of 
e-commerce in front of your old brick-in order company. We think that’s a bad advice. 
For being convinced that by simply by having an e-commerce website would be able 
to take advantage of the new Internet economy. It’s our opinion that a company 
inefficient inside simply putting up an e-commerce website will not change their 
company. The require is much more difficult and extensive than that. What is about is 
changing large companies to become Internet cooperations. For information instead of 
install pipe systems and secure a way for most people is broadly available. More like 
a university environment rather than a private company environment. For all the 
information between our company and our customers are available electronically on 
our new products, on our relationships, on our financial situation. So they can look 
inside and get access to all the information they need about the relationship. Our 
employees have information access to all the information about products and services, 
so they can learn and be able to help our customers solve problems. The company 
uses technology in the Internet to go to the market with our business partners. So we 
make electronically integrating instead by fax, or by phone call or by meetings, in 
much more efficiently to have our relationship with our business partners. The 
supplier relationship is not just automated through EDI, but they start at automation of 
the design processes. So the companies can do design work collaboratively and work 
together. It’s true integration between company and its suppliers. A company that 
really is run on information is based on the Internet. These Internet applications used 
by these companies are not only e-commerce or customer-support. The virtual close is 
the financial information provided electronically over the Internet, enabling resource 
planning more effective and easy to use. Virtue manufacturing links to many your 
manufacturing partners more effectively, to reduces cost, to get to market faster, to 
improve quality and reduce inventory. E-learning can keep your employees learning 
new products, new techniques, business, management, and new technologies, to keep 
your workforce as educated as possible. Internet-based company implements 
applications in everyone of these areas to transform every part of their business.  

As Cisco has become known for how we use the Internet, many other companies 
have come and asked us for help, about how they should become Internet ready. 
We’ve done consulting now for bout half of the global 1,000 biggest companies in the 
world over the past years. We’ve seen many companies understand the Internet and 
try to use it, we have seen many other companies that don’t understand Internet tried 
and failed. The main question we get from companies that want to use the Internet is 
the difference between the companies that understand doing Internet to be successful 



and those don’t. We did qualitative and quantitative research and come back to theory 
that there are four key areas that a company should focus on, where we call “critical 
successful factors”. The company should really focus on these factors to be ready to 
use the Internet, or Net-ready as we call it. In fact, two people in my group wrote a 
book, called Net Ready, to talk about this study. The four areas that we think that the 
company should focus on are Leadership, Governments, Technology, and 
Competency development. 

For companies to be successful in how they use the Internet, it must be a priority 
for top management. Is must be listed on top-5 or top-10 goals for the company. 
Senior management is to believe that e-business is priority, and every time they meet 
with their staff get updates on how they doing with e-business. There must be an 
Internet strategy; not a strategy that every department just doing its own thing, but an 
orchestrated, thought-out strategy, on how the company is going to use the Internet 
and what the priority is going to be. That Internet strategy can’t be separated from the 
business strategy. Many are to say e-business and business are the same. The only 
thing to do is going with e-business. Companies that are creating separate Internet 
department to develop Internet strategies are not like the business and e-business to 
come together. It should be integrated with the business strategy.  

The second area is Governments. How’s the company is going to take the 
advantage of e-business? How we fund these e-business projects? Are we going to 
reduce other activities? Or by R&D funding? How we are going to organize who is 
responsible for the various things we need to do. So plans for how you going to 
manage your e-business efforts in a large company are needed. 

Technology is a very important area, but as you notice, it is not the first area. 
Because culture and leadership are probably more important than technology in 
e-business. For example, the network in the Internet, many companies that haven’t 
had enough high-tech facilities to get access to high-speed network. Instead, they are 
putting in new applications and slowly upgrade their network. What is happening now 
is that companies are looking at the network, as the information superhighway is the 
central nervous system of the company. They know they have to be healthy and need 
to be there, so the new applications can be deployed very quickly, whereas they could 
not be able to take advantage of the Internet. Standard tools are being developed so 
the applications can be implemented fast.  

The last is Competency. I know there are courses here in this university in 
e-commerce and e-businesses, and soon it will become a major program, or a graduate 
program. That is because compaies need to hire people who understand e-business. 
Just as they worry about hiring people with good understanding of management or 



engineering, focusing on how they are going to develop the competence in the area of 
e-business is also a priority. We’re going to hire, going to train people, and how we 
keep our skilled staff in the area of e-businesses. Just as companies worry about 
management education and developing managers, they also need to develop and 
educate people inside their company on e-business.  

Many large companies are trying e-business projects, and many of them are not 
succeeding. A lot of Internet efforts have been random ad hoc and chaotic. They 
haven’t been organized. Most companies are resulted in poor e-business report cards. 
Many times there are too many opportunities they don’t know how to prioritize those 
opportunities. Big winds are often hidden, and there is “Me, too” strategy, copying 
their competitors. E-business management is about managing multiple initiatives like 
an investment portfolio.  

 

In the first area of the Net-Readiness that I talked about, I said that the 
companies need to have an Internet strategy, to transform themselves to become an 
Internet cooperation. As we do consulting for many large companies, we developed a 
tool on how to develop Internet strategies. There are two major fundamental areas of 
value that a wired company should have Internet initiatives. Alone the left, our 
Internet initiatives improve efficiency and increase customer loyalty; over on the right, 
our Internet initiatives are creating new value through the use of Internet, opening up 
a new channel, or a new market, or new product area.  

So the Internet projects and strategies could be low criticality like automating 
expense reports, or high criticality like supply chain automation. Then there are 
projects that are not very innovative, like supply chain automation because there 
already has supply chain. But some are very innovative, like going directly 
eliminating your distributors and distribution channels, or moving into a new market 
with a new product through the Internet. Through these two matrices, end up being 
four areas where Internet initiatives can be focus on inside the company. Most 
companies should have Internet initiatives in all four these areas and manage them 
like a portfolio. So we go through the four. 

We start with the New Fundamentals. These Internet initiatives focus on Internet 
neighboring non-business critical processes and practices. The goal tends to be cost 
savings, and tends to be low risk. The way in measure success of these initiatives is 
productivity. A great example of initiatives in this area is a company like Boeing, the 
aircraft company, having a good intranet site, Boeing digital enterprise, for access to 
information about products, customers, services, and improving productivity and 
communication.  



The second Internet area is Operational Excellence. These Internet initiatives 
focus on transforming mission-critical processes. Involves re-engineering, it’s riskier 
because its critical processes, and the matrix is improving customer value. Examples 
are companies like Cisco how to do a lot factories. The way we create a virtual 
manufacturing network is a good example of Operational Excellence. 

The third area is Rational Experimentation. This Internet initiative is 
experimenting with new business models, not risking the core business, but 
experimenting with new business models. They tend to be low risk because they are 
experiments. They tend to be focused on new market segments with new product 
areas. The way to measure the success in this Rational Experimentation is head rate, 
(what percentage of our projects is successful?) and learning (what did we learn from 
these Internet experiments?). The example would be Dell Auction. It didn’t move all 
their business to an auction, but they felt that they needed to learn about auctioning 
because they thought it might be more important for their business in the future. So 
they create Dell Auction to learn about auctioning and over time it may become core 
in their business. The work Acer Group is doing is using Internet to streamline 
processes and moving PC purchases to the Internet, and to lay out the standard 
Internet infrastructure cross all the companies in their group. So they can roll up new 
e-business applications very rapidly.  

The fourth area, and most difficult, is Breakthrough Strategies. These Internet 
initiatives transform a company going to a market strategy. They tend to be very high 
risk, and they tend to be shifting the industry dynamics, changing the whole industry 
with one company. The Ford Motor Company, partnered with Oracle and Cisco, 
create a way for that all their suppliers would have to do business with them. They 
challenge other auto-makers, and the other two major auto-makers, GM and Chrysler, 
all joined in on this initiative. So now all three have their purchasing of steel, of tires, 
and of electronics etc all the products they use in building all of their cars all over the 
world go through auto exchange. Companies without this is disadvantaged because 
they may not get the economies of purchasing scale. It’s a very exciting initiative to 
change the way all the procurements were done.  

This breakthrough strategy is very difficult to do and many companies are 
determining that they cannot do them inside their own companies. So they organize 
joint ventures, creating partnerships, doing buy-outs, creating independent subsidiary 
with venture capital investment. So they can spin out their e-business as a separate 
company because it is difficult to do a breakthrough strategy within a major 
corporation.  

So if you put all together, most Internet initiatives would fall into one of these 



four categories: New Fundamentals, Operational Excellence, Rational 
Experimentation, or Breakthrough Strategies. Each of them has different goals, and 
different matrices. For large companies, they may have 5, 10, or hundreds of 
initiatives, and it’s a hard time to put all these initiatives together in a single strategy.  

We’ve talked to large companies about the Internet. The main message we sent is 
this: develop a broader view of Internet. Develop a broader view becoming an Internet 
cooperation. It’s not just that e-commerce initiative that they have already funded they 
think is going to be successful. It’s about transforming every single function in the 
company, from human resources to legal department to the finance department to the 
marketing department. The Internet is changing how these business functions work. 
They need a business strategy that moves all those departments and functions to 
e-business. It’s IT and business coming together, no longer as the MIS department or 
the IT department separated from the company. But it needs to be integral in the 
company because all business has been changed by technology. The development 
manages the Internet project as a portfolio.  

CEOs, CFOs, COOs, and department general managers need to work together to 
assess whether their company is Net-Ready. To identify leading opportunities for how 
that company could use the Internet, to build a portfolio of Internet initiatives, launch 
the top priorities and key Net-Readiness programs. And establish matrices ways that 
each project going to be measured, so in either way you can look back and measure 
whether you’re meeting your responsibility or not.  

We think what is happening with the e-business and Internet is very exciting. It 
changes the way people work and live, the way they play and learn. It’s exciting to be 
part of that, and help other companies to be able to be successful in the new Internet 
economy. I think it is a very exciting time to be in university and be learning about 
these new concepts. I think the business is probably changing now faster than it’s ever 
changed in history. A lot of businesses are really looking to hire people from 
university who are used to using Internet, who take courses in e-businesses, 
e-commerce, and computer science. Because they need help, they are worried about 
the competition. They see the opportunity to use the Internet to get competitive 
advantage over other companies. So we are encouraging, regardless what field you’re 
in, you consider how your knowledge and understanding of the Internet, your 
understanding of how the Internet is going to change business, in every aspect of 
businesses, from health care, or business to business, or business to consumers, or 
retail. The Internet is changing all different types of business. This is an exciting time, 
and again I want to thank you for inviting me to be here and for being so patient and 
attentive in the presentation. Time for questions.  



 

Q&A 
Q1.: As the dean of our Management College, I have been hearing different kind of 

thinking about management education in the future. The first says that the 
fundamental principle of e-business is about the same with the traditional 
principle of business, so that no major shift in management would be necessary. 
But the second says that e-business is fundamentally different from traditional 
principles in business for management education. Can you offer your 
suggestions regarding the direction of management education in the future? 

 

Mr. Peter Solvik: 
It’s a good question. Fortunately since I am not the dean I do not have to 

worry about such a tough question, but I will see whether I can help. I think for 
the next several years e-business education needs to be added to business 
education. Think about supply chain in manufacturing, inventory management 
and MRP, with e-business those would be very different. They would be more 
efficient, much shorter cycle times. The concept is maximizing efficiency, 
maximizing quality and minimizing cost. The tool set of doing that is very 
different. Personally I think 10 years from now e-business and business would 
be one in the same, and we will have factored-in e-business in all of the business 
classes in all the businesses. Right now I think it is a big challenge to understand 
there are new, different concepts. Maybe not completely different but a little bit 
different. It really needs our own attention and our own focus. I think that 
graduates that have taken many courses in e-business will get many more 
opportunities to many jobs. So it’s good to have e-business classes. 

 

Q2.:We have discussed a little about Internet in my room (Mr. Lin, the dean of 
Management College of NTU). You also mentioned in your lecture that when we 
develop Internet we should integrate it with our business strategy. I am still 
curious about your viewpoint because some said that the impact of Internet on 
business and society would be taken on by the biotechnology. Do you think the 
Internet technology will contribute to the biotechnology? 

 

Mr. Peter Solvik: 
    Internet is going to change the ways many things were done. If you consider 



the development of the printing press, or the development of television, the 
Internet is basically change the communication medium, the way people get 
information, and the way people communicate. That is the way how the Internet 
fits. I think the Internet is affecting all the technologies that develop. So I think 
biotechnology, which is extremely important field and will have dramatic 
impact, will be definitely enhanced by the Internet in term of how fast biotech 
is developed. 

 

Q3.:Students here may want to establish their own company into the e-business 
environment after their graduation, though they might not get well prepared for 
the Internet age. My question is that, it took Cisco three-and-half years to be a 
today’s successful story, you and your consultants must have faced some critical 
problems during the transformation process, especially in terms of management. 
What is the most critical problem in transforming the whole company, not just 
the IT department, into an e-business and how would you make students here to 
face these challenges? Thank you. 

 

 

Mr. Peter Solvik: 
     Students are understanding that something is changing, understanding that 
how manufactur-ing planning is done and how research and development is 
done and how communication occurs and how decision-making occurs. They 
understand various trends in the Internet. For large companies, the biggest 
challenge they face is e-business truly being a priority of senior management, 
not just a speech that senior executive gives once a year, but rather in how they 
act everyday, in the conducting reviews of the various business units. What 
questions they ask? What matrices they look for? Emphasize e-business in 
everyday every meeting. What are we doing? How we are going to do it? How 
do we measure it? Have we been successful? What are our competitors doing? I 
think the key thing for businesses to focus on is their competition. Look around 
the world and see how your competitors worldwide are doing. Learn from their 
successes and also from their mistakes.  

 

Q4.:Although many people say that high-tech companies in Taiwan are performing 
well now, I am concerning about the future competitiveness in the changing 
environment. From this perspective, how are Taiwan’s high-tech or Internet 
companies performing today and how should they and government do to 
improve the situation? Thank you. 

 

Mr. Peter Solvik: 



     The positive thing is that, if you look at the number of people that have 
access to Internet in Taiwan is growing very rapidly, and if you look at the 
e-business being done in Taiwan it’s growing very rapidly. It’s clear that 
especially the industrial high-tech leaders, the business and government in 
Taiwan, understand that the Internet is the priority. The key to think about this 
is a complete shift economy. In the early 1900s, the major drivers of the 
worldwide economy shifted from the agricultural revolution to the industrial 
revolution. Countries that said we were going to be the leader in this transition 
of the industrial revolution made policy decisions and economic decisions. The 
position of those countries embraced to be successful in the industrial economy. 
Many of those countries have higher standard of living. They are economically 
more strong than countries didn’t think about it. So this is a pivotal time for 
government, and for government leaders to look at what is happening in the 
worldwide economy and see just like there was a shift from agricultural 
economy to industrial economy back to the beginning of the century. Now 
another century mark is going by, within the mist of the shift, from the 
industrial economy to the information economy and the Internet economy. For 
governments, what kind of the things they need to worry about, the one I think 
is de-regulations of telecommunications, to make telecommunications more 
competitive, so there is easier access to telecommunications and networking by 
all the residence and citizens. Second is focused on heaping the Internet 
de-regulated and tax-free. So there are opportunities to grow without a lot of 
government regulation. Third is focused on education. There are opportunities 
where universities and other schools can train their citizens of the country to 
have a lot of knowledge and experience on the Internet. So the country adapts 
the Internet very quickly. Whereas the programs for Internet access in schools, 
in hospitals and how is the government itself changing itself to the use of 
Internet. It’s not just e-business; it’s e-health-care, e-government, and 
e-learning. So I think it’s pivotal time for governments in making policy 
decisions and economic decisions, and prioritizing their resources and policies 
to understand if right now they take moves to be very Internet-oriented so that 
in fact the country could economically end up being very successful. You can 
see in certain countries governments have made a top priority to be the Internet 
hub of the region. And I think those of the decisions and opportunities that are 
waiting governments to run the world.  

 

Q5.:What’s your opinion about Network security? Thank you. 

 

Mr. Peter Solvik: 
It’s a very good question. If people don’t have confidence in the security of 

the Internet, and the security of the Internet isn’t very very good, then the 
Internet would be slow down. And it would not be successful and would not 
change the way people live, work, play or learn. So security of the Internet is 



extremely high priority. Having said that, the Internet is fundamentally secure. 
The tools exist and the software exists for everything done over the Internet to 
be secure. But many companies and large organizations haven’t implemented all 
those tools and made security enough of the priority. Just like many years ago, a 
small company grew large. They didn’t worry about locking the door at night or 
having daggers of their own employees. Maybe had a bad experience, they did 
some security guards and somebody came in. They had to worry about physical 
security. They had to worry about where to save their money, to make sure that 
the intellectual and financial capitals of the company are protected. Information 
is an equal asset in a company now. For companies need to make a priority for 
protection of that information with the appropriate security technology and 
policies and culture and practices. The security of Internet is extremely 
important and the tools are there to have that security. In reading about the 
e-commerce development in Taiwan, I read a survey that said a very small 
percentage of Internet-users in Taiwan believes in the safety of the Internet for 
e-commerce. The study was just been done on credit card fraud. And people 
always think that they type in their credit card number in the Internet and 
somebody would steal it and buy things using their credit card number, and they 
would have to pay. The fact is, from the study done in United States, the overall 
incidence of credit card fraud was going down, and the Internet credit card fraud 
was less percentage of the total money spent than on retail credit card fraud. 
That means it’s more likely that your credit card number would be stolen when 
you hand that card over in the restaurants or in the stores, or use it for catalog 
shopping. Almost all Internet sites that use credit card using inscription. The 
inscription is strong enough and almost nobody can break it. Now the laws 
around the exports of inscription around the world has been loosened up so the 
good inscription technology is available at every country in the world. So 
fundamentally the Internet is safe. Companies need to do their job to make sure 
that their websites are secure and their customers are confident for their 
information isn’t going to be stolen or misused. It will continue to be a concern 
and I think people will become more comfortable. Just like the first bank ATM 
card was used, you worried, about somebody would steal your card and take 
your money. Over time, it didn’t happen that much, and didn’t happen to you or 
your friends, and everybody became comfortable with it. The same thing would 
happen over time over the Internet.  

 

Q6.:Mr. Clinton has organized a committee specially for improving the security of 
Internet. You are the leader of that committee. Would you like to share your 



experience with us? 

 

Mr. Peter Solvik: 
     Sure. Unfortunately about 5 weeks ago, there were some computer hackers 
coordinated a worldwide attack on some very prominent websites, like Yahoo. 
These websites were shutdown for few hours. The important thing to 
understand is that there was very small number of websites that were affected. 
They did not shutdown the Internet. They just attacked small number of sites. I 
think that government and industry agree it’s not a crisis. It’s not like the entire 
Internet shutdown. People need to believe that this couldn’t happen very often, 
and those attacks would be lessened and are going to be stopped. So President 
Clinton the week after those attacks called a summit meeting at White House of 
industry leaders to discuss how government and industry could work together to 
do a better job for stopping these attacks. We met and decided on our planned 
action. It starts with going after people that did these kind of hacking, and 
prosecuting them before they extend a lot. There is a lot of people, young 
people particular, maybe been taught that computer is kind of joke or a test of 
whether they can break a big company. But it raises no difference than shutting 
a store down all day long with a fire or something. It’s just as serious as a crime. 
So let’s making sure that crimes are prosecuted and people are caught. Second 
making sure government computer systems are secure. Because people would 
loose confidence in the Internet if people break into government computer that 
have lots of sensitive information. Third is that government continues to fund 
research and development into the development of the Internet and into the 
development of security capabilities. Second to last, the government would not 
interfere with the development of the Internet. It’s the de-regulation of the 
Internet about 5 years ago, away from being a government research tool that 
write the development of the Internet and was given back to the businesses. We 
don’t think the answer is for the government to take over the Internet, to 
regulate the Internet, or manage the Internet. Instead, the industry needs to 
come together to communicate to businesses the tools they can use to stop these 
attacks. And if the attack starts, very quickly analyze it and communicate 
around other businesses what they need to do to keep away from being affected 
by that attack. In fact, if one of the companies is attacked, two days later, was 
the attack again, other companies had heard from companies like Cisco told 
them the exact nature of the attack, and what tuning they can do for security 
mechanism to keep them to be affected again. So the industry will be staffing a 
war-room, 7 days a week, 24 hours a day, monitoring Internet. Not government 
but industry will do this. At moment there is an Internet attack report analyze it 
and send information out to other big businesses so they can turn on security in 
appropriate way to stop that particular type of attack. We think that by 
government and industry working together we are able to continue improving 
the security and reliability of the Internet.  

 



Q7.:I have a question about leadership. Mr. John Chambers is a well-known 
business figure in the world. Could you describe something about his leadership? 
How he treat his subordinates and how do you and he make decisions when you 
have different opinions? Thank you. 

 

Mr. Peter Solvik: 
     John Chambers is the Chief Executive Officer of Cisco and becomes very 
well known as a strong leader. The key for his success, one is tremendous 
communications. Every time he travels, he gets meetings with employees 
together to talk to them about the direction of the company. In California, 4 
times a year, he holds meetings with anybody in the company who wants to 
come. Every single month, he holds meeting with everybody that has a birthday 
during that month, come to have breakfast and just ask questions or complain or 
talk about how the company is going. Tremendous amount of communication. 
Everyone that has speeches inside the company is carried over IPTV, and is 
recorded and transmitted so people around the world can watch it. So the 
communication is number one. Number two, he sets the direction for the 
company and he delegates the decision-making far down into the company, and 
he monitors the results. He doesn’t micro-manage. He very much focuses on the 
big picture and the vision and the big major shifts in the market. He hires 
excellent team of people and encourages us to all hire top-15percent of people 
available in the industry. So we have excellent people that are well 
communicated and the decision making is pushed far down in the organization. 
When the tough business decision comes, how do we work it out? It’s rare that 
we disagree, but I can tell you what an executive staff like John will do. An 
issue comes up, the first thing he does is to make the decision: whether he has 
strong opinion or he is flexible on that particular issue. If he has a strong 
opinion, generally he will state his strong opinion and make the decision 
quickly. If he is very opinionated about something fundamental, something he 
believes very strongly, he will declare his decision making in clear 
communication. Much more often, however, he is interested in hearing different 
opinions. He will listen to what different people who go on the table say. He 
gets different opinions in, and he will wait to see whether the group will form 
its own decision, without him having to make the decision. Other times when 
the group slipped, he listened to various opinions and then judged various 
opinions and make decision that he thinks is best. So I would say he is a very 
strong leader but not an autocrat. The clearly when decisions need to be made, 
and he has a strong opinion about something, he is not afraid to make a very 
clear decision, and to move forward from that. He is very respected in the 
company. He asks us to work very hard; he works very hard. There is also lots 
of equality in the company. His office is no bigger than other people that work 
for him are. He does not believe in different levels of privileges with different 
people. So there is no executive dinning room. Pretty much people in the 
company are all treated in the same way, in an equal fare way.  



 

Q8.:After listening to your great speech, I think it is not suitable and necessary and 
efficient for some small and traditional cooperation to involve into different 
levels of e-business. What is your opinion?  

 

Mr. Peter Solvik: 
     I think the challenge for small businesses is to get more and more efficient, 
and some of the advantages of being small and specialized and moving fast 
might go away. The other thing is that, everybody has heard of the cartoon, 
Dilbert. There is a dog in the cartoon, sitting in front of the keyboard on the 
world-wide-web. The underneath says, “On the Internet, no body knows you 
are dog!” The story is, when you go into a store, you know how fancy, how big 
it is. But on the Internet, very small companies could look very big. Companies 
that have only one product in one country can do webpages with multiple 
languages and set up e-commerce and then submit their pages to be on 
searching engines in every country around the world. Some countries take 10 
years to get access to every country in the world, hiring people, renting 
buildings, getting office space, and putting in warehouses. And now suddenly 
with the Internet, a tiny company can have a presence in every country around 
the world without hiring people or renting warehouses. With world-wide-web, 
they can do businesses everywhere. So on the one hand, I think small 
companies have a challenge because big businesses would be more efficient. 
On the other hand, small companies have a big opportunity not to be small, to 
look big and global even though they are very small. For small companies that 
think of the Internet is going to have no impact or no opportunities would be a 
mistake. Small businesses need to think about the Internet as well. Thank you. 

 

Q9.:You talked about the e-commerce in general and how Cisco takes advantage of 
this technology and makes the whole company more efficient and competitive 
around the world. My question is, how much advantage of this technology bring 
to the human beings in general, especially depends on the technology 
innovation can produce and create. We know Cisco is a well known for its 
network equipment products. How do you think the technology will go in the 
future? Can you share with us your thoughts and vision about how the 
technology, specific in communication fields, will go. Thanks you. 

Mr. Peter Solvik: 
     It’s another very good question, the future of communication technology. I 
think there are couple of big trends. For many years the worldwide 
communication networks were mainly used for voice. So the first major trend is 
the proprietary old world circuit switched networks that were optimized for 
voice will enable data transmitting in the world just cross the voice transmitting 



in the world about a year ago. Think about the modem. It’s the idea about how 
to use a voice network for data. When there is more data and less voice, you 
won’t be optimizing voice networks for data. You would optimize data 
networks for voice. So the voice networks would go away and TCPIP would 
become the only network and voice will go over data networks. Data and video 
will go over data networks as well. So all these networks will convergent to one, 
instead of having that email has one thing, fax has another, and voice has the 
third. You would have a unified messenger. The convergence of voice, video 
and data, and the worldwide IP network is a choice. The second trend is that 
tremendous amount of bend-width changes the way of using Internet. I have 
very high bend-width Internet connection to my home. It’s changing the way 
that children communicate with other children, and it’s changing the way you 
buy things or groceries or gifts. It’s changing the way you listen to music 
because of instead of turning on the radio and listening to whatever the DJ 
wants to play, you can choose what you want to listen to and can be from 
anywhere around the world. There will more be on-demand. Think about the 
news. Maybe you have 4 news channels and it’s 10 o’clock and you say, “I like 
this news channel and want to watch it.” But all the things you listen to in the 
news may be only a quarter of it is interesting to you. You have to listen to it all. 
In the future, if you say what topics you like and which reporter you like, over 
the Internet there would be a news program that built for you, and you can 
listen to it when you want. That’s customized exactly for you. That won’t be in 
1 or 2 years, but I can tell you that would definitely be in 10 years. So I think 
voice recognition, personalization, and very high bend-width are some of the 
major things I see happening in the future of the development of the Internet. 

 

Mr. Lin 
I know you still have lots of questions to ask Mr. Solvik, but there is a time 

constraint. Mr. Solvik has a very tight schedule. Actually he came here last night 
and he will go to the airport directly from our school. We do really appreciate his 
time and his experience he shared with us. Thank you very much! 

 
 


