Headline

e The Second Planning Committee Meeting Held in FY 2007
e Special Contribution
On the Development of RFID Tags Initial Applications as Points of Reference
e - The First WG Activity Report -
Commencement of Working Group (WG) Activities
e Providing Information via the ECOM Web Site
- Monthly Average Number of Hits: Approximately 450,000
e Outline of Lectures at the “22nd ECOM Seminar”
Creation and Effects of an EC Introduction Evaluation Model Based on EC
use in Japan and the U.S.A.
e Announcement of the 24th ECOM Seminar
The Situation of the International Standardization of RFID Tags and Future Trends

The Second Planning Committee Meeting Held in FY 2007
Report on Activities and Settlement of Balance for FY 2006
Plan of Activities and Balance of Budget for FY 2007

The second Planning Committee meeting for FY 2007 was held on June 25, 2007. After
Shinsuke Ito, Deputy-Director, Information Economy Division, Commerce and Information
Policy Bureau, Ministry of Economy, Trade and Industry, delivered an inauguration address,
progress on the following points of the agenda was reported and discussed:

Agenda of the Second Planning Committee Meeting for FY 2007

Commencement of WG Activities

Activity Report for FY 2006

Settlement of Balance for FY 2006

Activity Plan for FY 2007 (Revised)

Budget Balance for FY 2007 (Revised)

EC Promotion Activities in and after FY 2008 — Report made by the Planning
Committee Task Force

oMM E

With regard to the commencement of WG activities, it was reported that 114 people from 40
companies applied for 10 WGs as of June 22. As there is one continuing WG that consists
of 18 members from the previous year, this makes a total of 11 operational WGs, which
means that 132 people have now started WG activities. Because the number of average
participants per WG is three fewer than the same period of the previous year (15 people
last year and 12 people this year), more participation in WG membership was requested.
Reports were also made on the current drafts of the activity report and the balancing of the
books for FY 2006. These reports will be presented in their final form during the General
Meeting. In addition, the revised activity plan for FY 2007, which includes the revised
budget balance for FY 2007 and activities that were additionally proposed at the previous
Planning Committee meeting, was explained and approved.
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With regard to EC promotion activities in and after FY2008, a report was made on the
“Interim Report on EC Promotion Activities in and after FY2008.” This report summarizes
the results of a questionnaire which was conducted by members of the Planning
Committee. The purpose of the questionnaire was to evaluate the effectiveness of current
and future activities of the organization. The Interim Report also detailed discussions by
members of the Task Force of the Planning Committee during five separate meetings and
an additional questionnaire conducted in line with the founding prospectus. It was decided
that the interim report would be submitted to the Board of Directors as the activity results of
the Task Force of the Planning Committee.

The current status of access to the ECOM Web site was also reported upon. (See p.11-12
of this issue.) It was proposed that previously released information about the former
organization, which has become quite out-of-date, should not be used any more because
the content of the current ECOM Web site is much more accurate.
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special | On the Development of RFID Tags
Contibution | |njtial Applications as Points of Reference

Tadashi Yoshida

General Manager

Business Development Division
Business Incubation Unit
Fujitsu Limited

Since we established a branch of our organization in December 2003 which specializes in
the RFID business, we have been developing and providing product and solution lines with
a focus on UHF-band RFID tags for the past three and a half years. Although it is expected
that UHF-band RFID tags will soon experience a market breakthrough as they are widely
being used in entire supply chains, there is unfortunately, due to various problems, still no
such sign of such a breakthrough. On the other hand, on the level of individual companies,
RFID tags have been steadily used in areas such as manufacturing, logistics, and services,
and have often been the cause of increased company investment. This year, many
company representatives participated in our seminars and listened to our lectures where a
lot of specific questions were asked about the possibility of introducing RFID tags. This
demonstrates an increase in interest amongst our clients in the possibility of introducing
this product.

Since May 2005, as part of the process of
procurement and delivery of parts from
Oyama Plant to Nasu Plant, we have been
operating a real-time parts acceptance
system in which rewritable sheets of RFID
tags are used in written demands for parts
acceptance (also called “kanban”). This
system allows for the real-time acceptance of
parts procured and delivered from Oyama
Plant in response to production innovations
at Nasu Plant. Since May 2006, we have also
been collectively inspecting goods at the time
of receipt and shipment by replacing
rewritable sheets of RFID tags with rewritable
sheets of UHF-band RFID tags. These replacement tags, which are attached to the front,
back, left and right of cardboard boxes of products, are collectively read and recorded at
the time of receipt and shipment inspection. Since the operation started there has been “no
read error,” which is partly owing to extensive experimentation following the introduction of
the system. This system, which has always been linked in real time to the mission-critical
system, has allowed us to accomplish the following results: the elimination of data entry
(saving labor and avoiding mistakes), real-time distribution of information(shortening lead
time and reducing inventory by half), and the abolishment of slips(eliminating the need of a
large quantity of paper). Our innovation has meant that the Ministry of Internal Affairs and
Communications presented us with the “Best Business Solution Award” of the “u-Japan
Best Practice Award” last year.

Since February 2007, we have been operating a real-time management system for
providing parts to production lines on the manufacturing premises of Nasu Plant. At Nasu
Plant, where production innovations are being improved, the goal of “making only what is
needed, when it is needed, and in the amount needed!” (Just-in-Time) is being thoroughly
pursued. This is a big improvement on the past system where parts prepared as Kits in
advance were provided to production lines several times a day. Today provision units are
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small and parts are now provided as many as 20,000 times a day because they are
accepted in the back-end process of production lines after innovations were made. With
such small provision units and such a high provision frequency, it has become a great
burden for workers to manually enter information via keypad and bar-code input whenever
parts are provided. It has therefore become extremely difficult to control the status of parts
(Questions such as “what” and “how many” parts have become “where are they now?").
However, under the real-time management system for providing parts at Nasu Plant, RFID
tags are attached one by one to approximately 3,000 material provision boxes. These tags
are used to aid in the delivery of parts from warehouses to production lines. The type,
names and numbers of contained parts are registered on the tags.

The purpose of this system is to _ -
understand, without additional manpower, Real-time management system for providing parts

“what” and “how many” parts are “where
and now,” and to then match goods with 1. Before a worker goes through a gate
visual information by automatically :

following the movements of material
provision boxes. This process operates in
a cycle where workers, or material
providers, collect empty material
provision boxes from the production
lines, deliver them to parts warehouses,
replenish the parts in the boxes, and then
refill the production lines with parts.
Specific information including the name
of the types of parts, the numbers of the

parts contained, and the delivery
directions from the production lines to the
parts warehouses or from parts
warehouses to production lines, is
automatically recognized and recorded in
the system via RFID tag readers and
antennas which are set on gates at
certain places on the route along which
material providers deliver material
provision boxes in wagons. The RFID
tags that are attached to the boxes on
the wagons are also read when the
workers go through gates. A fundamental \ :
requirement on job sites of thoroughly —

eliminating manual data entry by material
providers has been realized by means of
the adoption of UHF-band RFID tags
which can be read over a long distance.
As a result of improvements in the
system and the optimizing of operational
methods on job sites after the system
went into operation, we have realized a
recognition success rate of approximately
99.99%. This system has also produced
such benefits as strengthening of SCM
due to highly accurate parts control
(timely parts order and inventory
reduction), facilitating the examination of
parts inventories, and contributing to

Light flashing

environmental conservation due to the saving of 1 million sheets of paper per year with
paperless operation.
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In addition, we have not only, due to the eradication of non-attached goods, eliminated
mistakes in parts mounting with the simple RFID-based system (an effect of eliminating
non-attached goods was realized), but we have also been able to abolish the need for
assembly workers to make barcode entries for process progress control by use of RFID
tags in the management of assembly lines (automation and paperless operation).
Employing an RFID-based system has also improved efficiency in the management of
repair process and line-out goods.

These are the advantages of our system. Because we are a manufacturing company, our
major targets for introducing this system are production facilities. However, as the typical
advantage of applying the RFID tags system is “that the movement of goods can be
recorded automatically as information (without using any manpower),” the application
previously described can serve as a reference point for companies in many other areas of
business. The effective future adoption of RFID tags depends upon widely advertising
sample cases of their introduction. This allows companies who are in the process of
considering the introduction of RFID tags to become fully informed of both their effects and
problems. The unfortunate reality is that there are few examples of RFID tags being
introduced. Therefore, as a pioneering company in the RFID business, we are presenting
the examples of company introduction cases we have as generic reference models
whenever we can. Our hope is that companies who are in the process of examining the
introduction of RFID tags are able to work out more effective operational methods for their
own particular requirements by referring to the experiences of company implementation we
have encountered. In addition, we would be delighted if providing our customers with
examples of RFID tag introduction were to create a positive spiral of knowledge and
innovation as companies add their own examples of successful implementation to the pool
of case studies. With this goal in mind, we would like to continue to develop activities that
allow the dissemination of information on the subject with support from related parties.
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- The First WG Activity Report -
Commencement of Working Group (WG) Activities

We had nearly finished recruiting members for WG activities in May when several individual
WGs started their own activities in June. Below are reports by research directors of
individual WGs from the first June WG meeting.

1. RFID Tags/Traceability Group
B The First Sensor Network Application Study WG Meeting (Research Director Hayakawa) [Held on Junel2]

Many field trials have been conducted on the use of RFID-tag systems and the tags have
been actually introduced in the distribution industry and other similar industries. While the
RFID tag system has been successful, the idea has evolved further into sensor networks
systems.

In general, sensor networks operate via wireless terminals equipped with sensors, or
sensor nodes that have been placed throughout a system. Users can incorporate real world
information, such as temperature, humidity, electric power, amount of gas or noise, to the
input obtained from the interconnected sensor nodes (based on the ad-hoc network
technology) by connecting, through servers, the information from existing communication
infrastructures. It is also possible to increase system control by making use of the
information. Incidentally, the routine protocol for ad-hoc networks is now being standardized
at IETF's MANET(Mobile Ad-hoc Network).

Our WG started with 8 committee members and 1 secretary. At the first WG meeting, participants
reached the following conclusions on what our next steps should be.

Our WG will conduct the following surveys which are mainly on home sensor networks:
- Survey on cases, applications, problems, etc.
- Positioning of a smart meter as one of the applications

- Clarification of roles of RFID tags in sensor networks, as there is no need to be tied to
RFID tags themselves

As mentioned above, all kinds of discussions on the configuration methods and protocols of
ad-hoc networks that serve as the key factors of sensor networks have been held by
separate organizations. We aim to be mainly engaged in conducting surveys to determine
the best method of utilizing sensor networks, and to summarize the changes and problems
that may be caused by the utilization of sensor networks.

Data obtained through case studies will be classified and organized at the second WG
meeting.

2. EC Safety & Security Group

B The First Electronic Signature Dissemination WG Meeting (Research Director Maeda) [Held on June 14]

The following issues were resolved at the first WG meeting of this group.

During FY 2007, we intend to thoroughly examine how to introduce and exploit the
advantages of the long-term filing of electronic documents, including slips and contract
documents, from the standpoint of users. During this examination, we will consider the fact
that there is a possibility that JIS will adopt the long-term storage format profile proposed in
FY 2006, and that demand for the storage of electronic documents has increased due to
the enforcement of laws concerning e-documents and the J-SOX Act.

To achieve our goals, the Electronic Signature WG and the Long Term Signature WG for FY
2006 have been merged into the Electronic Signature Dissemination WG, of which eight
meetings are scheduled this year. The following eight task forces (TFs) established this
June are now in operation. * Names of leaders of individual TFs are in parentheses.
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- TF1 Standardization of the long-term signature profile (Mr. Kimura, Project General
Manager and Mr. Goto, Secretary)
Work unit’s tasks: follow-up JIS adoption of the long-term signature profile and
reflect upon the JIS draft within the ETSI/ESI draft

- TF2  Promotion of plug tests (Mr. Urushijima, Vice Project General Manager)
Work unit's tasks: coordination, administration and management of trials in
Japan and between Japan and Europe, examination of the addition of test items,
and development of the test environment

- TF3  Website building (Mr. Sato, Secretary)
Work unit’s tasks: design and setup of a website on plug tests and the setup of a
TSA server for plug tests

- TF4  Analysis of long-term signature methods (Mr. Miyazaki, Vice Project General
Manager)
Work unit's tasks: comparative analysis of representative long-term signature
methods

- TF5 Planning of diffusion seminars during fall and spring, and the making of
explanatory visits (Mr. Matsumoto, Vice Project General Manager, and Mr.
Enomoto, Secretary)

Work unit's tasks: survey and examination of diffusion methods, holding of
diffusion seminars and lectures on demand to main industry groups in
cooperation with related groups

- TF6 Comprehensive measures for the management of electronic documents (Mr.
Mizokami, Secretary)
Work unit’s tasks: surveys on standards and guidelines for records management
in corporate activities, including responses to the J-SOX Act and surveys on
storage media and equipment

- TF7 Proposal of a signature profile (Mr. Masamoto, Secretary/Mr. Takatsuka,
Secretary)
Work unit’s tasks: proposal of a standard signature profile based on feedback
from the main users. The application of methods of signatures depending on use
and long-term signatures.

- TF8 PDF/A signature response (Mr. Kimura, Project General Manager)
Work unit's tasks: monitoring of international standardization activities
concerning PDF/A signatures

3. IT Utilization Group
B The First e-Government & Business Collaboration WG Meeting (Research Director Uchida) [Held on June 20]

The committee members who attended the first WG meeting discussed the following
activity goals for FY 2007 and agreed upon the following measures:

(1) The formulation of a package of measures to reduce corporate burdens in
administrative procedures.

We will formulate an implementation scenario which adopts the following measures,
which we proposed in FY 2006, as ways to reduce the burden on users by means of the
realization of catch-all administrative procedures for companies.

- Measures to share information on the users of administrative services (people and
companies) among administrative organs

- Provision of a coordination or hub function in relation to administrative services

This year, we have requested that the Local Tax Computerization Association support us
in this endeavor. This group is engaged in developing and operating a local tax portal
system called “eLTAX” and promoting the computerization of local tax administration.
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We have also consulted the Association for Promotion of Public Local Information and
Communication, which has been examining and verifying the “Standard Specification for
a Local Information Platform” since 2005.

By using the information provided by the two above associations, as well as information
on the current status of electronic application provided by certified social insurance labor
consultants, we launch discussions to identify which measures can be taken to reduce
burdens in procedures for corporate employees.

(2) Examination on how to best increase electronic application

We will conduct a survey on the latest overseas methods of electronic application, and
by analyzing their procedures, we will examine domestic diffusion measures to increase
the utilization ratio of electronic application in order to increase user satisfaction.

This year, as we did in last year’s survey report on elD cards in Estonia, we will conduct a survey
which gauges user satisfaction. At the second WG meeting, we intend to make decisions which
will formulate the proposed implementation scenario and survey the measures necessary to
increase the utilization of electronic application.

4. Information Sharing Infrastructure Group
B The First EC Infrastructure WG Meeting (Research Director Sugamata) [Held on June 11]

This WG has been established by 29 committee members consisting of ECOM members,
industry representatives of the Japan Electronic Data Interchange Council and intellectuals.
The aim of this WG is to study how to construct social infrastructures for the information
economy that allow information sharing beyond organizational barriers. The hope is that
these structures can meet social needs for productivity improvement in domestic industries,
security and safety, environment, and so on. Among the common concerns of the
widespread new RFID Tags and E-Commerce Initiative, which has been promoted by the
Ministry of Economy, Trade and Industry and is based on governmental policies and
measures, we will focus on and examine levels of interoperability between different
business categories.

This year, the goal of our activities is to create a design which will allow interoperability and
information sharing. This design will be based on an analysis of needs for interoperability
between different business categories.

At the first WG meeting, discussions were held on which should be the first target to focus
upon amongst the different operational areas involved in an analysis of interoperability
needs. To select specific target areas for the analysis, it was decided that WG members
would raise this issue with the companies and industries to which they belong, and target
candidates for the analysis would thus be proposed.

B The First Next Generation EDI Technology Promotion WG Meeting (Research Director Tamori)[Held on June 21]

At the first WG meeting, the project general manager delivered an address and committee
members were introduced. After results for FY 2006 were reported, activities for FY 2007
were examined and it was decided that activities would be implemented with a focus on the
following three points:

(1) Proposal of a specification for ebXML message service 3.0(ebMS V3).

OASIS, an international standardization organization, is now formulating ebMS V3,
which is a new-version of a specification for ebMS. This task will be resolved by August
or September of 2007. Our WG has been participating in the standardization activities,
and will not only continue to support standardization but also implement diffusion and
education activities by preparing and releasing a Japanese version of the new
specification.
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(2) Examination of interoperability verification tests of ebXML solutions in response
to the ebMS V3 specification.

Our WG has conducted, in cooperation with eBusiness Asia Committee (eAC),
verification tests on the interoperability of ebXML solutions that related organizations
and vendors in Japan and Asia own. In the past, we conducted tests in accordance with
the ebMS V2 specification, but this year we will conduct tests in accordance with the
above-mentioned ebMS V3 specification.

From now on, we will invite Japanese and Asian related organizations and vendors that
own ebXML solutions to participate in the tests. We will also formulate an
implementation plan including a test implementation method and schedule for the eAC
meeting to be held in Bangkok in August 2007. We will also examine the necessity of
conducting tests in accordance with the existing ebMS V2 specification.

(3) Formulation of a guideline on the interoperability of next generation EDI
technologies.

In cooperation with related vendors, we will examine the ideal interoperability between
next-generation EDI message service technologies that are being adopted, such as
ebMS, AS2 and RNIF, and will formulate a guideline regarding this. We will also examine
the ideal interoperability between technology groups other than message service
technologies.

M The First Information Sharing Technology Promotion WG Meeting (Research Director Sugamata)[Held on June 22]

15 committee members, including the project general manager: Professor Horiuchi of
Tokyo International University, participated in our first WG meeting. This year, the aim of our
WG is to develop and issue comprehensive methodological guidelines for defining
interoperable information items that are consistent with international standards. The
purpose of doing so is to allow a wider sharing of information beyond organizational
barriers in the Japanese industrial world.

The following points will be included in the comprehensive guidelines that will define the
items of information that we aim to formulate: procedures for operational modeling (1),
methods for defining items of information (2), methods for constructing EDI messages
based on standard items of information (3), rules for converting EDI messages into XML
(4), reference dictionaries (5), points to be considered that are required to allow industrial
standards to conform to international standards (6). The aim of the guidelines is that it will
become the standard tool used during the formulation of next generation EDI standards for
domestic industries. The intent is that the guidelines will be able to do this by making use of
both standardization methods i.e. the definition of information items based on the ebXML
technology specification, which has been advanced by CEFACT of the United Nations, and
the standardization results of information items (common dictionaries).

As for the development status of information item standardization achievements (common
dictionaries) created by CEFACT of the United Nations, items of information commonly
used in fields of business such as companies, addresses, amounts, dates and other similar
items of information have been almost completely established, but the standardization of
information items for specific operational areas (industries) at a practical level has just
begun.

ltems of information were established by last year within specific operational areas
including bidding, billing, and hotel reservations and it is expected that common dictionaries
will be established by 2008 in some other operational areas such as project management,
MSDS, transportation, insurance, medical inspection, catalogs, corporate registration,
finance, distribution, agriculture and contracts. Among these items, bidding and hotel
reservations that have already been established as international standards in common
dictionaries are based on information models that were proposed by Japan.

On the other hand, in the domestic industries in which industrial EDI has been already
established, consistency with international standards has not been widely adhered to
because there is not so much necessity of considering application of standards within

ECOM News No. 27 -9



international transactions. However, information sharing across many business categories
is necessary for to establish supply chains that aim to achieve total optimization and
traceability for security, safety and environment. For the purpose of sharing information
across business categories, it is necessary to increase the level of interoperability between
industrial EDI standards which have been individually formulated by business categories.
As it is extremely difficult to ensure consistency of standards between business categories,
we recommend an increase in interoperability between domestic business categories by
making EDI standards in individual business categories consistent with international
standards.

This year, as an example of industrial EDI in Japan, we will, in cooperation with the Japan
Electronics and Information Technology Industries Association EC Center, assess the level
of consistency between the ECALGA standards used mainly in the electronic and electric
industry and common dictionaries of CEFACT of the United Nations. Based on information
gathered from these results, we would like to guide other industries in achieving
consistency with international standards.
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Providing Information via the ECOM Web Site
— Monthly Average Number of Hits: Approximately 450,000

By using the Next Generation Electronic Commerce Promotion Council of Japan’'s
(hereinafter referred to as the “Next Generation ECOM”) ECOM Web site, as a base for
transmitting information on ECOM as a whole, we provide the latest information on our
“What's New” and “ECOM News” sections. We have also, from April 1996 to March 2000,
provided activity results reports and topics for the Electronic Commerce Promotion Council
of Japan (hereinafter referred to as “the ex-former ECOM”) and, from April 2000 to March
2005, for the Electronic Commerce Promotion Council of Japan(hereinafter referred to as
the “former ECOM?”). This amounts to a total of 209 reports over nine years.

Two years have passed since the Next Generation ECOM was established. We analyzed
the number of hits to our Web site in FY 2006 to review the effectiveness of its content.
Research Director Kazuhiro Kawashima reports on the results of the analysis and future
plans.

1. Total number of monthly hits in FY 2006

The monthly breakdown of numbers of hits in FY 2006 is shown in Chart 1 (hits made by
members are not counted). The total number of hits refers to the numbers of times
information contained on “html” files or “PDF” files that are included on the ECOM web site
( ) were viewed.

The total number of pages viewed for the year was approximately 5.5 million, and the
monthly average number of total accesses was 0.45 million. The total number of visitors for
the year was 1.54 million, and the monthly average number of visitors was 0.12 million *.
Roughly three or four pages (html files and PDF files) were accessed per visit.

With regard to the monthly average numbers of total hits, the largest number of hits was
recorded in May as this was when members were recruited and the ECOM forum was held.
The number of hits was somewhat fewer in September and October, and the lowest figures
were recorded in February and March. The breakdown of visitor numbers showed a similar
trend. Visitors viewed four items or more of site contents per visit in May, August and
February.

* The numbers of visitors were calculated by regarding a thirty minute visit from the same address as
being one visit.

Chart 1 Total Number of Hits and Numbers of Visitors (by Month)
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2. Annual number of hits to the main menu of the Next Generation ECOM Web
site

The Next Generation ECOM Web site contains approximately 15,000 files (html files and
PDF files) in total. Chart 2 shows the numbers of hits by menu to pages (approximately
7,000 files) that constitute the items of the main menu of the Next Generation ECOM site.
The total number of hits was approximately 1.7 million, which shows that the number of hits
to the contents of the site of the Next Generation ECOM amounts to approximately 30% of
this total. The menu items with a large number of hits are as follows in descending order:
0.63 million hits for “Activity Results Reports,” 0.38 million hits for “ECOM ADR (Alternative
Dispute Resolution),” and 0.19 million hits for “English pages.” The number of hits for
“News Letter (ECOM News),” and “Seminars and Forums” were approximately 0.07 million.
All'in all, between 5,000 to 6,000 hits per item of contents were recorded.

Chart 2 Annual Access Numbers by Main Menu
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3. Page access ranking by content

The ten most common hit types are shown in Chart 3. One-click frauds ranked first, and
four other ADR-related topics also appeared in the top 10. In terms of access to the
contents of English pages, Internet EDI Introduction Guidebook (No.2) and Collaborative
Engineering (No.8)appear in the top 10. These are followed by the Internet EDI Guidebook
for Small and Medium sized Companies issued in March 2005 (No.13 with 22,745 hits). As
for items newly released in FY 2006, ECOM Journal 2006 issued in May 2006 (Japanese
version) appears at No.15 with 22,136 hits. Items with a large number of hits are not
necessarily new; there are also a lot of hits for older items.

Chart 3 - Top 10 Contents by Hits

No. Page/File e Issued Date
Number

1 | ADR Topics: if the user has clicked the menu of a site showing pornography or a dating service site 125,342 | January 2006
2 | Internet EDI(XML/EDI) Introduction Guidebook* 57,152 | March 2003

3 | Survey Research Report on the Utilization of EC/IT 38,278 | March 2006

4 | ADR Topics: when a dialogue screen is displayed before a registration completion screen is shown 37,954 | January 2006
5 | ADR Topics: cancellation of contracts with sites 37,113 | January 2006
6 | Handbook on Cipher Utilization Technologies 32,396 | March 2000

7 | Survey on Cases of SCM Introduction in Europe and the U.S.A. 32,377 | March 2001

8 | Proposals on Japanese-Style Collaborative Engineering* 30,465 | March 2005

9 | ADR topics: between the clicking of buttons and the display of a registration completion screen... 26,524 | January 2006
10 meo VC;ltJier(]egt Status of Three-dimensional Data Exchange and Latest Trend in Design Process 26,004 | March 2001
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4. Access frequency to activity results reports

Chart 4 shows the three most frequently accessed ECOM activity results reports on the
Web site of the Next Generation ECOM for each year starting from FY 2000. There are still
30,000 hits for the “Survey on Cases of SCM Introduction in Europe and in the U.S.A.,” and
that information is included in the activity results report which was issued in FY 2000. On
the other hand, the numbers of hits for activity results reports for FY 2005 are fewer than
those of hits for reports issued in other fiscal years. This is partly because the period that
the reports are available is not very long. For activity results reports generally, the latest
reports are not necessarily the ones which are accessed the most frequently.

Chart 4 Number of Downloads (DL) of ECOM Activity Results Reports

ekl S Report Title DL Number
Issuance | Number
1 Survey Report on Overseas EC Promotion for FY2005* 12,596
FY 2005 2 Guidebook for the Introduction of RFID Tags and Promotion of Practical Use* 5,876
3 Report on the Establishment of a Platform for Information Sharing between 5872
Companies* '
1 Survey and Research Report on EC/IT Utilization 21,465
FY 2004 2 Internet EDI Introduction Guide for Small and Medium-sized Enterprises 10,907
3 Proposals on Japanese-Style Collaborative Engineering 8,208
1 Examination Report on the Utilization of SAML 18,970
FY 2003 2 Survey Research Report on the Diffusion and Promotion of XML/EDI 11,106
3 Survey Report on Overseas EC Promotion for FY2003 10,154
1 Survey Report on EC Best Practices 23,662
FY 2002 2 Survey Report on e-Marketplace 22,280
3 Survey Report on a Model for Realizing Mobile Prepaid Settlement 10,889
The Current Status of Three-dimensional Data Exchange and Latest Trend in
! Design Process Innovations 26,004
FY 2001 2 Business Models and Technological Requirements for Mobile Electronic Payment 24,888
3 Survey Report on the Market Size and Current Status of Electronic Commerce for 11,120
FY 2001
1 Survey on Cases of SCM Introduction in Europe and the U.S.A. 32,377
FY 2000 2 Survey of Business Models Focused on SCM 9,922
3 Interim Report on Research of Payment Reference Model for Mobile EC 9,827

*Date of release: May 30 2006 (on the member pages ) and October 13 2006 (on the pages for general users)

5. Future of the ECOM Web site

We answer all kinds of inquiries made to ECOM by referring people to the ECOM News
and activity results reports. The inquiries include comments that obsolete information is not
suitable for the current status of EC, (for example, the contents of “Easy EC” were created
nine years ago) or that information about past events and contacts information, such as the
bulletin board of the former ECOM, is being misleadingly included. It is also pointed out that
a lot of links to former organizations are now no longer operating. Other comments are that
there is demand for release of past activity results reports not by year but by area. After
consideration of these opinions, we intend to complete the release of the contents of the
former ECOM(*1) and the ex-former ECOM (*2) by the end of August 2007. From
September 2007, we will disclose the contents of activity results reports previous to FY
2000 only on request. Activity results reports since FY 2000 have already been recorded on
the Next Generation ECOM Web site.

*1 former ECOM:http://www.ecom.jp/pindex.html
*2 ex-former ECOM:http://www.ecom.jp/gecom/index.html
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Outline of Lectures at the “22nd ECOM Seminar”

Creation and Effects of an EC Introduction Evaluation Model
Based on EC use in Japan and the U.S.A.

On Monday May 28, 2007, the monthly ECOM seminar was held at Kikai Shinko Kaikan in
Shibakoen, Minato-ku, Tokyo. The seminar was attended by 73 people including both
ECOM members and general participants.

In Japan, both the EC introduction rate and the EC trading volume have exceeded those of
the U.S.A. Despite the diversification of EC, the reality is that an effective EC evaluation
method has not yet been established in Japan. In this seminar, an EC evaluation model for
a new-era was described. This model was based on a detailed EC case study.

* This model was constructed from a research study which was conducted by the Electronic Commerce
Promotion Center of the Japan Information Processing Development Corporation. The project was
achieved with the cooperation of the Next Generation Electronic Commerce Promotion Council of Japan,
and the financial support of keirin (commercial bicycle racing).

@ Lecture 1: “Problems with Electronic Commerce Discovered during a Case Study
Conducted in Japan and the U.S.A. — How to Generate Management Benefits from EC*
Yutaka Utashiro
Associate Professor, School of Business Administration, Meiji University

[Current status and awareness of problems with EC]

When comparing the sizes of the BtoB EC market in Japan and the U.S.A. in 2005 and
2006, it can be seen that Japan’s exceeds that of the U.S.A. Remarkably, Japan is also
ahead of the U.S.A. in the EC introduction rate. The current status of EC in Japan is
quantitatively evaluated by using figures which include the size of the market and the rate
of EC introduction. However, what is now important is to focus on the impacts of this
innovation on corporate management and industries, and to have qualitative problem
consciousness from a strategic point of view. This includes considering how to effectively
make use of EC in companies, generate positive effects on management and how to use
EC for these purposes.

[Research study project]

- Outline

Based on public information and the internal information of our outsourcee, Accenture
Japan Ltd., we verified the results of a brief case study on EC which was conducted both in
Japan and in the U.S.A. (The study consists of 58 cases of EC use in Japan and 20 cases
of EC use in the U.S.A., along with a summary of these cases.) From this study we made
an initial hypothesis on a possible evaluation model. In addition, based on an in-depth case
study on EC which was conducted in Japan and the U.S.A. (the study includes interviews
on EC use with eleven Japanese companies and three U.S. companies and other summary
of findings), we constructed an evaluation model, and made an assessment of its possible
effectiveness and a study of likely effects on management processes.

- Areas of application within the EC domain

In this study, we classified EC application areas into six “EC domains” along two key axes:
“procurement and sales type” and “areas of innovation.” The “procurement and sales type”
on the horizontal axis refers to an operational function, or area, for which EC operates and
can be further classified into two stages: “procurement,” which refers to the buyer, and
“sales” which refers to the seller. “Areas of innovation” on the vertical axis is further
classified into three stages: “business information,” “production and sales inventory
information” and “development and design information.” This is in accordance with the
information types specified in inter-company EC.
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- Case study of Company X in the U.S.A./JEC evaluation and management

I would like to introduce Company X in the U.S.A. as a sample case study. Company X is a
manufacturer which produces and sells product tags and labels to the retailing and apparel
industries, as well as to printers of the tags and labels. As part of this study, we examined
the EC sales of the company. By referring to the EC domains, it can be said that the cases
studied are examples of the application of the optimization of sales channels in the
exchange of business information between companies, as well as needs-linked
development in development and design information.

In terms of EC evaluation and management, Company X investigates the effects of EC
introduction at each stage of EC operation by setting “evaluation indicators” (goals) during
the EC planning stage. The company quarterly evaluates and analyzes the effects of EC
introduction.

- Noteworthy implications in the case study

Judging from the results of this in-depth case study on EC in Japan and the U.S.A., it can
be said that executives of U.S. companies are more closely involved with EC and are
engaged in formulating plans in line with the clear strategic purposes of EC. It can also be
pointed out that U.S. companies are continuing to evaluate the effects of EC introduction.

[Problems]

There are two problems in IT management today. The first lies in information system
management, specifically that operational improvements are not being used in the planning
of new information systems. The second problem is that managerial and business
strategies are not linked with information system plans. An efficient way to solve these
problems is to carry out the PDCA cycle by making use of balance score cards in
managerial and business strategies. We used this tactic in our project by developing an EC
evaluation model based on a template, or standard strategy map, that was produced from
the effects of business and EC strategies that are included in the results of our case study.
In order to introduce KPI and a management process to the control of planning and the
implementation of EC strategies, it is expected that the EC evaluation model will be used in
the future as part of the development from “formulation of business strategies” to
“formulation and introduction of EC strategies.”

@ Lecture 2: “Specific Examples of Generation of Effects Based on EC Evaluation”
Atsushi Hanai
General Manager
NewBusiness Managing Department, Solution Marketing Center
Ricoh Company, Ltd.

[Background of EC Introduction]

Since Ricoh established its EC business in 1997, it has repeatedly been developing the
scheme through trial and error. For example, the EC service that was established as the
first trial (Nextlink) was only successful in the construction industry; it has to be said that it
was not successful in other industries. We have recognized that the failure was due to a
problem in the method of providing services. With regard to the sales website (BtoC) that
was established in March 1999, we had a lot of unexpected purchase requests from
corporations which caused a lot of problems. Examples of these requests were corporate
requests for receipts and inquiries about differences in services between purchases on the
website and purchases through sales people in distribution outlets.

Through challenges to new EC businesses like this, we learned that we had to start by
properly providing existing products and services to existing customers in order to
effectively commence EC services.

[Purpose of EC Introduction]

Ricoh'’s business model for providing copying machines in the office area is based on a
system under which the after-care market i.e. maintenance and support services, can be
automatically acquired by means of visit-sales of machine bodies.
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In the implementation of this business model, customers’ needs have changed with the
times. Customers’ preferences have changed from traditional explanations of product
specifications to the proposal of solution such as new printing and document solutions (the
change in needs for proposal). There has also been changes in proposal requirements from
only face-to-face sales to much more diversified transactions via different channels such as
sales/telephone/or on the Web (the change in needs for channel). Another change has
been from customers responding after copying machines become out of order to enquiries
being made, to the greatest extent possible, before troubles occur (the change in needs for
maintenance).

To respond to such changes in needs and to further strengthen the profit structure, it was
necessary to increase customer satisfaction and eliminate waste, to drastically improve
productivity per sales person, and to promote multi-channel sales by developing a Web
interface. As soon as we recognized the necessity of increasing productivity of sales
operations, generating manpower for proposed solutions and promoting multi-channel
sales, we became determined to introduce EC in order to consolidate individual activities
and restructure our various brands as just one brand.

[Changes in procurement, sales strategies and processes due to the introduction of EC]
The strengths that Ricoh can incorporate into the EC business are a tailor-made customer
database, billing and collection, and logistics that respond to individual companies.
Therefore, the concept of Ricoh’s EC business is to provide new services, information
provision, and product sales on a one-to-one basis by means of several channels.

Before EC was introduced, increasing manpower for sales was not an adequate solution
proposal to acquire customers because we had to assign sales persons to provide supplies
and peripheral equipment as part of aftercare services. However, after EC was introduced,
we were able to assign sales persons to proposal activities because of more efficient EC
responses to aftermarket requirements. As part of the plan, we assigned sales persons to
individual customers and created exclusive pages of contents on the website in response to
individual customers.

Processes have also changed due to the introduction of multi-channel operations. Before
EC was introduced, Ricoh and sales companies responded to orders by means of
telephone, FAX, and sales made through dealers. However, now that EC has been
introduced, customers are able to directly place orders without contacting dealers, as well
as place orders to dealers by making use of EC. We are able to provide the same prices
and the same services, regardless of channels that customers select.

We have also made continued efforts to make improvements in EC business (Net RICOH),
such as an increase in performance due to the shortening of access time, expansion and
upgrading of functions and services, expansion of the range of products, and cost reduction
due to changes in IT infrastructures.

[Generated effects]

We have reduced the labor of sales staff in sales operations by computerizing and
automating sales operations both during aftercare and during the processing of orders from
dealers. We have also reduced the operational process cost per order by introducing a 24-
hour order receipt system and expanding our range of products. An increase in sales has
led to the expansion of the department and the introduction of new customers. The leveling
of order quantities has contributed to a reduction in inventories of both our company and
those of dealers.

@ Lecture 3: “Presentation of an EC Evaluation Model and Methods of Utilization”
Satoshi Ibaraki
Manager, Strategy Group, Accenture Japan Ltd.

[Five trends in EC]
We are referring to EC processes with just two letters, but styles of EC are quite different
from company to company. There are five trends apparent in EC: “utilization of EC in
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”non

response to customers,” "allocation of human resources to high-value added operations,”
“from procurement per company to procurement per industry,” "from product value to
service value” and "utilization of EC in line with corporate strategies.”

[Example of a Trend in EC:utilization of EC in response to customers - Asahi Kasei
Chemicals Corporation]

This is an example of EC in which multiple EC services are provided by selecting the best
EC for business partners and customers with different IT literacy and IT infrastructures.

Asahi Kasei Chemicals Corporation has introduced all kinds of EC by target product and by
target customer. With regard to order receipt and placement, the company operates various
electronic ordering systems in response to the preferences of customers such as major
trading firms, small- and medium-sized trading firms and major electronics manufacturers.
For example, the corporation has an online order placement system on the Internet (Web
EDI) and an EDI system based on JPCA standards set by the Japan Petrochemical
Industry Association. As for information on its individual products, the corporation provides
finely-tuned services by constructing websites by product because coordination items are
different by product.

[Common points in successful cases - What is necessary for an effective EC evaluation
model]

In successful cases, the purposes of EC introduction are very clear and specific
("clarification of purposes”). The introduction does not aim to optimize only EC; the
purposes are linked, i.e. they are not contradictory, with existing management and business
strategies (“consistency with management strategies”). Successful EC implementation
includes schemes to make continuous evaluations and subsequent improvements
(“continued improvement”). Therefore, all of the above-mentioned three points in
parentheses are necessary for an effective EC evaluation model.

[Clarification of EC purposes]

- Entire picture of EC classification

The most important step when establishing EC is to clarify the following points: which area?
(= EC domain), what to do? (= EC aim), and why to do it? (= economics).

In terms of EC domains, it is necessary to clarify into which operations EC will be
introduced, and which information-handling areas will be computerized. EC purposes in
each EC domain can be classified by the following six purposes: “reduction in purchase

" ou

prices and work volume (1)”, “reduction in parts inventory (2)”, “development in cooperation

with suppliers (3)”, “optimization of sales channels (4)”, “optimization of actual demand and
inventory (5)”, and “needs-related development (6).”

- Example of EC aims:"reduction in purchase prices and work volume” (1)

EC aims within the EC-domain purposes can be further categorized as follows: “reduction
in purchase prices due to ‘disintermediation of agencies’ (A),” “increase in price bargaining
power due to the 'introduction of the market mechanism’ (B),” “increase in price bargaining
power due to being ‘armed with information’ (C),” “increase in price bargaining power by
introducing central purchasing due to ‘integrated operations’ (D),” and “reduction in cost

due to’ increase in order quantity by item’ (E).”

- Example of economics :“reduction in cost due to increase in order quantity by item” (1-E)
It is also important to understand the reasons behind each aim, that is, “why effects are
generated.” Limiting conditions upon generating effects are “production capacity,”
“operating rates of production equipment,” “the quantity of a company’s order,” and
“candidates as alternative supplier.”

[Consistent management from EC purposes to individual measures/continued
improvements]

The evaluation model consists of four steps (I diagnosis, Il formulation, Il determination of
measures and IV management of measures).

In the “I diagnosis” step, indicators are assessed by making use of diagnosis sheets, and
the condition of organizations that are trying to introduce EC (supposedly companies and
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business units) is first clarified. Next, figures calculated as a result of the diagnosis are
compared with reference values, such as the values of the previous year, target values,
industry average values, etc. Unfavorable items are then identified as being problematic.

In the “Il formulation” step, EC purposes corresponding to unfavorable aims that have been
highlighted in the diagnosis are tackled based on a linkage table of aims.

In the “llI-1 determination of aims” step, by making use of the representative “economics,”
the method of generating the effects of EC introduction is understood and EC aims that are
linked with the internal problems of companies trying to introduce EC are narrowed down to
aims that should be actually achieved. This applies to the consideration of business
environments as well as industrial characteristics.

In the “llI-2 determination of measures to achieve aims” step, strategic maps are prepared
with the determined aim to understand the logical structure for generating effects. In this
way a path toward this goal is established.

In the final “IV management or measures” step, the process of actions to achieve aims is
measured and managed. In other words, KPIs are set for strategic purposes on strategy
maps and progress toward the achievement of aims is traced. It is also important to go
back to the “I diagnosis” again after measures are managed in order to make continuous
improvements.

Announcement of the 24th ECOM Seminar

The Situation of the International Standardization of RFID Tags and
Future Trends

Since around 2004, Japanese industries have been actively trying to make use of RFID
tags with a focus on UHF-band tags, and to establish international standards in relation to
UHF-band specification and supply chains, such as ISO/IEC18000 part6. At this seminar,
some of the people who are playing leading roles in domestic deliberations on this topic will
give lectures on the future trends of international standardization, ranging from wireless
communication interface to supply chain application, by looking back to the international
standardization activities of the past few years.

Date: July 27 (Friday), 2007, 14:00 -16:30
Location: 6D-1,2,3, 6F, Kikai Shinko Kaikan (3-5-8, Shibakoen, Minato-ku, Tokyo)

Y Program (Scheduled) For details, please refer to the website of ECOM.
] ] Lecture 1: “The Current Status of International Standard ISO/IEC 18000 (Air In
14:00 - 14:45 "
terface) and Future Trends
) , Lecture 2:  “The Current Status of International Standard 1SO/15459 (Inherent Identifier)
14:45 - 15:30 .
and Future Trends
15:30 - 15:45 Break
. , Lecture 3:  “The Current Status of International Standard 1SO1736x (Supply Chain
15:45 - 16:30 e "
Application) and Future Trends
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From the Secretary-General

Y On Monday June 25, at the second Planning Committee meeting, the following issues
were deliberated: the drafts of activity report and the settlement of balance for FY 2006, the
revised drafts of the activity plan and budget balance for FY 2007, (which were approved at
the fifth Board of Directors meeting last year), and the Interim Report on EC Promotion
Activities in and after FY 2008, (which has been examined by the task force established
under the Planning Committee). All of these documents will be submitted to the first Board of
Directors meeting to be held on Monday July 2, and the results will be reported at the
General Meeting, which is scheduled on July 10. Y The requested WG participation
registration has almost ended and each group has started its WG activities (p.5-9 of the text).
The activities of each WG will be regularly reported in ECOM News. Y Mr. Keisuke Sasaki,
Deputy Director of the Information Economy Division of the Ministry of Economy, Trade and
Industry was transferred to the Minister’s Secretariat as of June 8. During his time with us, he
gave us invaluable support and instruction in all aspects related to the management and
activities of ECOM. | would like to take this opportunity to appreciate his efforts and wish him
every success in his new position. (Kataoka)
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