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Dr Erwin Königs, 52, is the chairman and chief executive officer of Software AG, a 34-year-old systems software company in Darmstadt, Germany. He was recently in Singapore for a 30-hour visit to review the business for the first six months of the year. 

Software AG reported a 17 per cent drop in the first six months of its 2002 fiscal year, which is the same as the calendar year, with a total revenue of 239.8 million euros (S$411.65 million), compared to 287.4 million euros for the same period in fiscal 2001. 

He thinks that Web services are "too hot, too early", and also believes that mobile computing is going to shape the IT industry in the coming decade, just as the Internet shaped the industry in the 1990s. 

On the company's financial good health:

"The world is pretty unfriendly to IT at the moment. It started last year although I must say that Software AG had the best year ever in 2001. But this year we have also been exposed to the slow economy, and budgets for IT have been tight.

"Helped by strict cost discipline, we had quite decent earnings. Positive earnings and positive net cash flow are the most important things to me at this time, not growth -- the current industry environment does not allow any.

"We are a very established company, and we have a very fine customer base -- the biggest banks, insurance, global organisations in manufacturing and telecommunications and the public sector have been our long-term clients.

"They are using our products in real mission-critical environments. They depend on our products, Adabus, a database, and Natural, a fourth-generation programming language.

"Even in tough times, they need to keep these products up and running, giving us a solid maintenance business. Since they have to improve productivity, they have to spend money for further automation of business processes. This is still a high-margin, healthy business from our customer base. We have three key businesses: software licences, maintenance and professional services.

"Maintenance is a stable, strong business, almost unaffected by any crisis.

"Customers need integration and consolidation, which is why professional services is a healthy business. But we don't get those big projects in one chunk anymore. There is also fierce price competition in professional services. We are somewhat pressured in terms of margins.

"The business that is volatile is software licensing, especially e-business products. There is less focus now on e-business -- the Web, intranet, extranet -- than earlier."

Focal points:

"The two focal points for the company right now are content management and Web services.

"Content management is an ideal platform for XML content because companies have to deal with rich media content, in addition to text and numbers and have to use XML.

"Web services is the next generation of software. So we concentrate on content management solutions and Web services campaigns.

"We call ourselves an 'XML company' because we are like the old dogs in XML.

"We started in April 1998, six weeks after the first specifications on XML had been approved.

"We came out with the first and only XML database that can process native XML information and have extended this product into our XML server, Tamino.

"We have enabled our middleware product as a migration between legacy and XML data."

On Web services: "The media is hyping up Web services, which is nice because it raises awareness. But at this point in time, there are not that many services available.

"The danger is that Web services are too hot, too early. It will take at least a year or two before you have a sufficient portfolio of Web services available that you can use commercially.

"What you need for Web services is content and applications. This means you need companies to develop them for certain industries, applications and processes.

"This requires capital. Typically, smaller software companies would build the applications. But these days it is difficult for them because there is no venture capital, and established companies have to do it.

"But in the current economic situation, established players will take on work that bring immediate returns, and Web services require some significant investment in terms of the architecture or to market and promote them to customers. So, established players are also reluctant to put in too much money.

"Web services as a business field, in my mind, will not become an important factor for two more years. But it doesn't change the fact that the next generation of industrial software will be Web services and Web services is 100 per cent XML-based.

"Times are tough now, but at some point, it is going to turn around, and when that happens, the lion's share of funds will flow into e-business software, for which XML is the platform. And because Software AG is one of the key players in data management in XML and in migration of legacy applications to XML, the company is going to be a major player of Web services."

On mobile computing:

"The next paradigm shift will be mobile computing, and the Web services architecture will be a prerequisite for it.

"It makes total sense to componentise software applications, and make components accessible anytime, anywhere and to anyone.

"We have learnt that with big ERP (enterprise resource planning) and CRM (customer relationship management) systems, a company has to adjust to the software, which should be flexible enough to adjust to a company's business processes.

"I believe that Web services will allow this because you have modular components which you can use according to your needs, processes and infrastructure.

"Once this is running over an intranet, the Internet or XML recorders, the next logical step is to make it wireless. Things like Web services architecture will be the enabler of mobile business computing.

"Software AG will be providing all kinds of tools to make information access instantaneous and totally independent of location. Everything we do today will be increasingly designed for mobile applications.

"The Nokias of the world have a very clear ambition -- they want to replace a desktop computer. In the future, there will be a kind of PDA device that will also be a telephone.

"With all that is happening with GPRS (general packet radio service) and UMTS (universal mobile telecommunications system), the bandwidth will significantly improve.

"You see the screen becoming bigger and over time, it will replace the computer screen. The device will be of an acceptable size, weight and cost. Applications that are PC-based will be mobile. And many more applications will be able to run over cyberspace."

Role of Software AG in mobile computing:

"We are experts in very high volume data management and in integrating the three tiers of the IT hierarchy: mainframe, Unix-based servers and Wintel (Windows-Intel) desktops. We have never gone into end-user applications.

"But in mobile computing, it is a little different. Yes, we are enabling our XML technology with Soap (simple object access protocol) and UDDI (universal description, discovery and integration) for mobile applications.

"We are also considering entering certain segments with end-user applications for mobile computing.

"One example is field services in health care. The idea is that the user has a WAP (wireless application protocol) phone and he can exchange information bi-directionally between the device and server.

"This is something already built and sold to customers. It is an entry point for us to get into vertical applications for mobile computing. It is close enough to our business and we have the competency to do it.

"I believe that mobile computing, like Web services, is four years away because it requires huge investments -- the signal processing is incredibly expensive.

"It will require another leapfrog invention for these mobile devices and also to make them affordable and attractive so that more people can use them. Then, we will see the biggest growth."
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