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AMP—Leading the Way to Successful E-Commerce

I arrisburg, ['A is probably the last country—ifrom taking an early and
_ lace you would expect to find a compelling lead in the field of Internet
| major techmical inmovator and player in COMIMErce,

the emerging electronic commerce

fiekd, However, that hasn't stopped Background

AM*—a 55-year old company, head- AMP was founded in 1941 as Aero-
quartered deep in Pennsvivania Dutch Marine Products and is today the
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leading supplier to the world of electr-
cal and electronic connectons and
interconnection systems, manufactur.
ing ower 130,000 products. The com-
pany employs over 45,000 people in 50
countries and boasts that il s the
supplier to most of the world's majar
manufacturers of electrical and elec-

| trombc equipment—over BEND costom-
| ers, Revennes in 1996 exceeded %5
| billion. Innovation in its field has

always been a hallmark of AMP—the
company has more than 15,000 patents
ar utility models issued or pending in
the United States and other countries.

Planning the Goal and Mission

1t was AMPMs hard-headed businiess
planning and ability to strategize its
markets that led it to the Internet and
electronic commerce, Market research
undertaken in the early "90s indicated
that AMP’s customer base had stratified
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into three tiers. Tier one was made up of
&0 high volume customers with low-
growth potential and low profit margins
for the company. Tier two was medinm-
sized customers, bul it was ter three
customers that were the most inberest-

i customiers with low-volume
sales, but with both high growth and
high profit margin potential. Fusther-
maore, the research indicated that the top
two ters were adequately serviced by
distributors and in-house sales engi-

| neers, while the third tier was being
neglected.

In order to sell its products, the
company refied on as many as 400 paper
| catalogs—some as thick as lelephone
| books—published throughout the
| vear. The budge! for these paper behe-
| moths exceeded 510 million a year, and
' keeping them up-to-date was & constant
| battle. Other distribution methods
| included fax on demand and, starting in
| 1994, a CD-ROM that was able to give
| customers a search function and 3-D
 drawings of parts in addition to word
| descriptions.

The CD-ROM was quite popular
| with clients, but after some questioning,
' it becamne apparent that what the cus-
' tomers really liked was the search
' function, which allowed them to find
- what they were looking for more easily,
Fortunately for AME the World Wide
Web and the first graphical interfaces
| also appeared in 1994, Suddenly, there
was another powerful way to give their
clients product information and search
options.
AMPMs management could see the
| potential in the Internet but wanted
| reassurance about security and some
idea that there was a potential for
| customer acceptance, In 1994 AMI had
!mmcﬁmu spending more than
' %1 million a vear (contributing about
| 61 percent of AMPs revenue), Research
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| indicated that 46 percent of that group
| already had registered for domain
i mames and 25 percent had already
[ created “home pages.” In addition,
! AMP found that of their 87,000 clients
| that were spending under $1 million,
| about 30 percent had registered
| domains.

Based on this intelligence, AMI™'s
| management realized that its tactical
| and strategic goals could be realized by
| implementing an electronic commieroe
| initiative. Their mission became the
| delivery to their clients af an online
| catalog of the 30,000 parts that made up
| ower 80 percent of AMP's revenue by
| the end of 1995

' The Weh Site
{ By the time AMP Connect went public
| o year later on January 11, 1996, AMP
| had partnered with 12 companies
| inchiding [BM, Intel, Xerox, Siemans-
| Mindorf and Sdemans Telecom, as wiell
as distributors Marshall and Hamilton
Hallmark to develop the site. AMP

AMP's Distribution Channels ﬁ

| codeveloped Step Search; its search

| engine, with Sagarm Systems. Step

| Search is a nonhierarchial, parameter-
based search engine. Lsing Step Search,
an AMP client seldom gets a “no match,”
instead chobees are offered that are close
matches to the original entry. Other
hallmarks of AMP's original site were
dynamic page creation and user specific
customization, The site that went live on
Jaruary 11 had 32,000 parts, fAve different
language options, and included picture
and alphabetical search. AMFP could
trace orders o the site within a couple
of days of going live.

In June 199, a revised site went live

| with &4,000 parts, adding three Asian

| languages. This site induded the abitity

| for users to do table comparisons and

| 3D drawings of parts.

Update—Summer 1997
The gite agks users o register and has
over 100,000 members with an average of
250 new members signing up each day—
&8 percent are engineers. The registra-
tions come from 138 countries. The site
receives over 100,000 hits per day, and
there are now over 100,000 parts online.
Customers rave about the site, leaving
messages such as "Your online catalog is
superb! Mo more fumbling through
thick volumes of books,” and *“Putting
your catalog online makes it too easy for
me to spedfy one of your parts versus
somecne else’s.”

AMT plans to add enhancements in
the near fiitune such is the ability o
purchase on the site, country-specific
marketing, a platinum program for large
volume buyvers, and an expert mode.

The Effects on AMP

Omnee AMP Connect went Hve, AMP
rapidly discovered that the Web site was
having a stgnificant impact on its entire
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F;n:qrr.lﬁ:nﬂh:_l'ln Tossaler, dimeche
Iu.i ghibal electronbe eommerce, the 510
millicm budpel for paper catalogs was
cut by approndmately 40 percent and
the timse i0 create a mtalog dropped
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AMP has chanped the type of
cakaloge it ereates sinoe AMP Connect

came online, and now only prints
smaller specialty catalogs—no more
telephone books, No longer are parts
lists outl of date—AMP updates the
Web site and its database daily making
an average of 200 changes a day.

Staff has been reassigned and job
descriptions have changed. AMTP uses
its intranetIntemet sites o communi-
cale with its distributors and employ-
ees and for purchasing.

The Web =ite has enabled and
enhanced AMP's intermational sales
efforts. However, the most important
effect is the new distrdbution paradigm
evolving around the Web site. Before
the Internet, distribution systems were
linear and there were many layers—
distributors, retailers, etc.—bebween
manufacturers and end users,

Using the Internet as a connec-
tion, AMP = much closer to its end
wser and has a new and different
relationship with its distributors,
refailers, and OEMs. AMP projects thal
it will be a §10 billion company early in
the next century thanks, in part, to the
changes this new paradigm will bring
about

Finally AMP Connect has given AMP
an entirely new business—selling its
expertise in Web commerce to other
companies. AMPeMerce was launched
as a new division of the company in fall
1996 and has since attracted customers
such as the U5, Navy, Caron Enter-
prises, and [TT Enginercd Valves.

Conclusions

AMP is living proof that, when the
Internet is used with strong strategic
planning and in-depth market re-
search, it is a powerful business tool
that can significantly impact the way a
business does business. o



