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In business today, the spirit of invention is necessary in everything we
do. Bullfighting provides an apt analogy. Whenever the bull is feeling

frightened and threatened by the matador, he will consistently return to
the same place in the ring. The Spanish word for this spot is querencia.
This predictability makes the bull increasingly vulnerable, enabling the
matador to come in for the kill. In much the same way, businesses today
only add to their troubles if they return to their own querencias—their
comfort zones; they simply can't do that if they are to succeed in today's
increasingly competitive business environment. They need to invent new
business models and move ahead quickly to capture the unique opportu-
nities of today's wired—and wireless—marketplace. There's no going back.

Nick Earle and Peter Keen understand this and have had the fore-
sight to put together a book that helps business leaders understand the
economic drivers of what's been called the biggest change in human life
since the Industrial Revolution—the Net Economy. The authors provide a
framework for companies to reinvent the products, services, and even the
experiences they offer to customers. This isn't just an intellectual exer-
cise. It's an action that's required if companies are to truly deliver value
and generate profits in the Internet Age.
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The Net has spawned thousands of IPOs. It has created huge market
capitalizations. It has made many companies very successful. It has caused
many other business leaders to question their whole value proposition and
to have many sleepless nights. But it's not enough to simply ".com" your
business today—it's necessary to rethink your business model.

When the Net became a driving force behind business decisions, we
were all trying to make tradeoffs—this or that. Now it's time to unify
things. The winners are those who can bring brilliant synthesis between
the old and the new, between .com and brick-and-mortar business, and
between the old guard and the Young Turks.

Look back at what the industry looked like in the late 1990s. The
world was divided cleanly into two camps: "the upstarts" versus "the estab-
lishment." On the upstart side, .coms were cobbling together new business
models with open Internet technology—and then executing with tremen-
dous speed. Today, these .coms are thinking about permanence. They're fo-
cusing on traditional mission-critical issues, things like high-availability
systems and robust supply chains. They're replacing hodgepodge technol-
ogy with systems that are sophisticated enough to run the stock exchange.

Meanwhile, in the establishment camp, brick-and-mortar compa-
nies took a little longer to get on the e-commerce bandwagon. Some of
them missed it entirely, but others are now making sense out of the Net.
They're thinking beyond Web sites and are starting to recognize that the
Net can deliver any kind of information, anywhere, on any device. They're
reinvigorating their offerings for a world of customers who are more de-
manding. They're learning how to synthesize—how to balance—two seem-
ingly opposite ways of conducting business to gain new strengths.

From a cultural perspective, we're looking at a new kind of company—
one that can marry the best thinking of two extremes and by doing so gain
tremendous power and strength in the Net Economy.

Are you inventive in the way you do business? In the partnerships
you forge? In how you sell? We're entering a world where creativity, dar-
ing, and a human-centered approach are the new currency. Is your busi-
ness equipped to win in that world?

Look at how established companies are changing. Automotive firms
are beginning to understand that the car—the product—is a platform for
delivering services. By delivering customer relationship services such as
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in-car navigation, emergency roadside assistance, or telecommunications,
car companies can deepen their bond with customers and also generate
more revenue. Similarly, petroleum companies the world over have figured
out that the gas pump is a platform for delivering services of all kinds. It's
in the combination of the product and the service that revenue and profit
are being made. It's not that the product is any less important; it's just
much more useful with a service wrapped around it. Services drive the
customer experience.

Here's another example: Corporations all over the world are now
starting to think about turning all business processes into digital services.
If one of your company's assets is your efficient procurement process, why
not make money from that, too, by offering it as a service on the Net?

The revenue opportunities are there. The profit is there. The chal-
lenge for all of us is to think hard about how to make money from these
e-services. Which e-services do you want to create? Which ecosystems
of partners do you want to join? What services are going to define your
value proposition to your customers going forward? And when, where,
and how can you deliver those services to provide the best possible cus-
tomer experience?

From .com to .profit: Inventing Business Models That Deliver Value and
Profit helps business leaders grapple with these questions. The authors bring
years of experience to this useful, levelheaded book. Nick Earle is an expert
on business models for the Internet Age. He heads the E-Services.Solutions
division of HP and has helped both HP and our many customers—in all
fields of business around the world—create innovative new business mod-
els that allow them to capitalize on the unparalleled opportunities of the Net
Economy. Peter Keen has focused on the intersection of business and tech-
nology for nearly twenty years as a consultant, researcher, teacher, and writer.
The authors provide practical management advice that will help you take
action to advance your business today.

We all know that constant change is necessary for survival in the fast-
moving Net Economy. The changes we need to make in our business mod-
els are real. At times, it is tempting for all of us to go back to the circles
of comfort we've enjoyed for years—our own querencias. We just don't
have that luxury. The Internet has changed the pace of our business lives
forever, and if we don't keep up we will slip further and further behind.
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On the other hand, the business challenges we all face provide us
with an excellent opportunity to truly shoot for the stars. That prospect
fires my imagination and inspires me every day. I hope you'll feel the same
way after learning the lessons in this book.

Palo Alto, California Ann Livermore
President, Enterprise and 
Commercial Business, 
Hewlett-Packard Company
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It's time—past time—to stop talking about the Internet as the future of
business and to start talking about how to manage that business today

so as to be effective as the future becomes the present. Ignoring the In-
ternet is simply not an option. It's time to get down to business. It's time
to discover the value path mapped out in From .com to .profit.

The question we tackle in this book is, What can business do—and
do now—to set priorities and competitive direction for being on the Web so
as to provide value to customers and generate profits at the same time? That
is, How can you make the necessary shift from simply being open for busi-
ness on the Web to staying in business for the long term—and inventing
your value path from .com to .profit?

It is no simple journey, for the Internet business landscape is rugged,
mostly unexplored, and much of it is in upheaval even as we try to set the
maps on paper. It doesn't fall into any obvious, apparent pattern. That's
what has made it so hard for managers. They get plenty of exhortation,
hear again and again about a very few companies that have fast become
fables for the Internet age, and see the business press spend more and
more space on news about Internet business. The competitive playing field
is overrun with new players—and the game is changing, it seems daily.
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All this is obvious to savvy business executives; it is the answers that
are not at all obvious. In From .com to .profit we help executives manage
the transition and come up with solutions that work. Our focus is not 
on forecasts of what could, should, or might happen in the future. All 
anyone needs to know about the future is that the rate of change that de-
veloped in the late 1990s—what we term the .com era of Internet busi-
ness—won't slow down anytime soon. Besides, forecasts don't help answer
the question of what to do now. What executives do need to know is what
we focus on in our book: the basic blueprint for strategy, for setting prior-
ities, for creating real business value.

We now can see patterns and derive business lessons from the
earliest phases of the Internet. Business is shifting from technology as
supporting the business to technology as integral to the business. The
technology base is accelerating the business shift from commerce to
services. Technology innovation fuels business innovation. Business
innovation fuels technology innovation. There's much more of both 
to come.

There will be new discontinuities and innovations that change the
rules of the game. And there will be new games. Even so, the technology-
independent value imperatives—the must-do requirements—of Internet
business—are already clear. Common patterns have emerged in the di-
verse experiences of companies that are in very different markets and that
have very different on-the-surface characteristics. Our goal is to bring
these to the attention of business managers to help them cut through the
fog (or fantasy) of Internet forecasts and hype and handle electronic busi-
ness as business.

OUR EXPERIENCE AND OUTLOOK

For several years, the two of us have been working to gather more and
more examples from experience and make sense of them, to tease out
what is driving Internet business. Our examples come from case studies,
company reports, press articles, surveys, research publications, and from
our own work with companies. Based on our experience and research, we
lay out what we know from the race to .com, what we can be sure of in
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the next phase, and what all this means for business managers in any type
or size of organization.

When we talk about business models, capital, e-services, and mobi-
lization, it's from our experiences as business participants—not from an
abstract perspective. Nick, having lived for years in the world of technology-
for-business, brings his perspective as a senior executive in Hewlett-
Packard, a company that had to go through exactly the same management
challenges and dilemmas as most businesses today, including what to do
about the Internet. Like many large, established companies, HP came
dangerously close to being left behind. Now HP is back in the forefront
with Nick driving the Internet business strategy for the company, as pres-
ident of HP's E-Services.Solutions.

While Nick addresses the point where the proverbial rubber meets
the road, Peter operates at the helicopter level, scanning the territory. As a
consultant, professor, and writer, his role in our collaboration is to provide
the big picture and to relate both the technology-savvy Hewlett-Packard
view and its own powerful e-services business model to the context of the
typical company. Peter has wide experience in helping top executives
across the world bring together business and technology, a challenge of
long standing and now obviously a necessity that is very high on the man-
agement agenda for action.

Together, we answer the question of what business managers every-
where need to do to ensure that, whatever their firm did or didn't do in
the beginning of the Internet story, it doesn't miss out in the next era, that
of .profit.

LESSONS FROM THE PAST, 
INVENTIONS FOR THE FUTURE

Internet business is here to stay. It cannot be ignored—and a Web site is
not enough. Copying the winners' strategies, most obviously by investing
heavily in Web site design and operation, is not the answer—and is often
an expense with no return. We've learned from the experiences—suc-
cesses, failures, and yet-to-be-decideds—of the early stages of the Internet
and e-commerce what is necessary to making the switch from simple .com
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to .profit. The short answer? The business processes behind the Web site
are critical to customized service and customer relationship building—
and these, in turn, are the keys to the .profit phase of the Internet.

There is a marked difference between the business assumptions,
practices, and priorities of early innovators in Internet business and the
new leaders. The differences reflect the priority of relationships, collabo-
ration, and community and are accentuated by the new technology and
tools. In .profit, everything is personal and customized. Instead of rela-
tively static Web sites (modeled on a storefront to which the customer
comes), we are seeing more and more dynamic interactions—services
instead of transactions. Instead of the storefront model, we are seeing
brokers, agents, and electronic traveling sales reps roaming the Web, build-
ing dynamic offers on the fly, looking for special deals to bring to you.

After evaluating the forces and factors that underlie successful In-
ternet business models, we see six value imperatives—the business must-
do items that are the base for defining a firm's business model. It is not a
surprise that these imperatives relate to the fundamentals of business: if
the Internet didn't affect business basics, it would be just an add-on to
the use of technology that has been growing for well over three decades.
Instead, it has become a major disruption of any status quo in business.
Value in Internet business—value for the customer and profit for the com-
pany—rests on a business model that responds to these value imperatives.
They are what sort out winners from losers and leaders from laggards.
Since value derives from these imperatives, the business model has to feed
into them. It certainly cannot ignore them, or worse, conflict with them.

These six value imperatives form the core of our book—and can be-
come the base for defining your company's unique business model, regard-
less of its specific strategy, industry, market target, or size. Your company will
place a different emphasis on each particular value imperative, depend-
ing on a variety of factors, including its ambitions, history, core compe-
tencies, and target customer base. And that's as it should be; the value
imperatives are templates—broad outlines—for shaping and implement-
ing a business model for your firm. They constitute opportunities to take
and warnings to heed. They are the foundation for answering the man-
ager's question of, "So, what do we do?"

xvi PREFACE



AN OVERVIEW OF THE CONTENTS 
AND A PLAN FOR THE FUTURE

From .com to .profit is divided into two main parts. The three chapters of
Part One, "The World of Internet Business," lay the groundwork, dis-
cussing the Internet and the direction we expect for the business models
of tomorrow. In them, the reader will find a wealth of examples and evi-
dence supporting the imperatives, what we see as the basis for success in
the future.

In Part Two, "The Value Imperatives of the Internet Space," we dis-
cuss the value imperatives in depth, each in a separate chapter. We pro-
vide extensive examples, figures, and discussion of their management
implications. Throughout, we point the way for building profitable busi-
ness models that can be adjusted for your circumstances. The concluding
section of each of the chapters on the imperatives includes reminders and
action items, steps to get the process rolling, even as the Internet world
blasts ahead to the future.

Then, in the final chapter of the book, we look to that future. We
imagine (together with Rajiv Gupta, general manager of HP's E-Speak Op-
eration) what the more distant future may hold and how we might best
prepare for it now.

Taking the broad view—looking at the past, present, and future—
we are reminded that the value imperatives are dynamic. Customer
choices, competition, technology, and capital all affect them. There are
many communities shaping this dynamic, new competitors and old com-
petitors adopting new business models, new sources and uses of capital
that reshape the playing field, and new technology that opens up fresh op-
portunities within a business model and even enables original models. We
are convinced that—even amid all the changes—the value imperatives our
book discusses in detail provide a sound and practical set of blueprints for
inventing the right value path from .com to .profit.

Silicon Valley, California Nick Earle
Fairfax Station, Virginia Peter Keen
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To the Market, for proving that .com is not enough:

from April 10, 2000, onward, 

it's only .profit that matters



This book would not exist were it not for the efforts, skill, and pa-
tience of an enormous number of people, whose lives connect with

ours at work, in business, and at home. In looking into the future, we
leaned heavily on the expertise and foresight of Rajiv Gupta, general man-
ager of Hewlett-Packard's E-Speak Operation. Rajiv shone his brilliant
searchlight ahead, described the scene in the distance, and helped us
glimpse that future as we hurtle toward it.

We were most fortunate to have linked up with a stellar publishing
team at Jossey-Bass, led by Cedric Crocker, vice president and publisher,
Business. Amid nonstop changes in our businesses, offices, and lives,
Cedric managed to keep our focus on the book with enthusiasm and en-
ergy. Together with freelance developmental editor Janet Hunter, he
helped us map out and clarify the value path to .profit and on to the fu-
ture. The entire Jossey-Bass team deserves high praise for their efforts; it
is because of them that From .com to .profit now exists in tangible form.
Thanks are due especially to Cheryl Greenway, editorial projects manager,
and Jeff Wyneken, editorial production manager, whose calm guidance
carried our manuscript through what, to others, might have seemed an im-
possible revision and production schedule. Paula Goldstein, art director,
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