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Volkswagen Buﬂds Its B2B
Net Marketplace

® Why didn’t Volkswagen want to use a more open or
public electronic exchange for its parts supply?
Why didn’t it join an industry consortium such as
Covisint?

= What kinds of services are provided by
VWGroupSupply?

® What is eCAP and who benefits from its use?

® Do you think suppliers are disadvantaged by this
B2B marketplace?




| rends in _BZB E commerce
Al g sty B jladill uﬁ <lalaiYIB2B

= Mitigation of global supply chain risks ey Al plaldie (pa iudAl

Regional manufacturing Agallal)
Flexibility AY\M\
3 5l

®m Cost of using B2B systems has fallen,

. . . . b4 L& m - v Ta o
allowing smaller firms to participate e

B2B 5 siall s jlll e Lea «

® Big data As Ll
® Growing emphasis of business 5yl i)
analytics Jlas ¥ colladt Ay Jial) S Al
m Sustainable supply chains daaldiecal) & gt Sl
= B2B firms using social networking SSEB2B  wlaia pladiuly
platforms e laialy) clsudd)

® Growing use of mobile platform 4laiia dalia aladiul 4 33




Deflnlng B2B Commerce w‘aﬂ‘ ‘-“J“BZB
u Before Internet: rcad i Jd

B2B transactions called trade ClliB2B - ) U;Tﬂ\ cs‘“”
or procurement process o) pAll dlac
. ) ‘o Laad 3 el
= Total inter-firm trade: O M 0 &153)«34\
| L
Total flow of value among A 20 e Aal) 305 ea
firms v oy et
s ailIB2B:
H BZB commerce. Lj»—m u\sﬂ\ C):‘QEJ".A:‘S‘ &\}J 5
All types of computer-enabled i spaaSl) ac i
inter-firm trade B2B :d.ig sl 5 jladll
® B2B e-commerce: 3l (e e alIB2B < iyl (Sl

The portion of B2B commerce
enabled by the Internet




Evolutlon of BZBCommerce -
b adl) ,skiB2B

m Automated order-entry Y Y A ki
systems " AUl Cila e s
Seller-side solution (<) A g RSN il ddm

® Electronic data interchange dﬂﬂ:jj\”iﬁ
(EDI) S S 3 ) dana
Buyer-side solution B2B 4. g sty cilgaall
Hub-and-spoke system Glsa) Ala
Serve vertical markets daldl) deliall &m\

m B2B electronic storefronts
® Net marketplaces

Private industrial networl
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Evolutlon of the Use of Technology PIatforms in BZB
Commerce
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Social Networks

Net Marketplaces

Private Industrial
Networks

Digital Storefronts

Electronic Data
Interchange (EDI)

Automated Order
Entry Systems

Figure 12.1, Page 762
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m 2012-2016: B2B e-commerce

The Growth"of BZ.B E commerce
Ay g A 3 jladll 9.iB2B

, bl s :12016-2012
will grow from 40 to 42% of 742-40 35B2B iy sy
total inter-firm trade Syl C Bl e (ra
daldl) delial) ciluil) 1Yy
B2B dmgﬁu-éﬁ-ﬂ BYEREEYY

Glball g AN ol

Private industrial networks
continue to play dominant

role in B2B £ ) Ay SV § JaIB2B
Non-EDI B2B e-commerce Bl (pe Ay ) gad SiSY)
most rapidly growing type of A g RSN
e-commerce g (819 88 JIFY 0

. . . Qé‘gj\ ij &A * 24 an
EDI still large but will decline

over time




Growth of BZB Commerce 2000—2016
5 il s«iB2B 2000-2016
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Figure 12.2, Page 765 SOURCES: Based on data from U.S. Census Bureau, 2012a; authors’ estimates.



Industry Forecasts PN uhﬁy

Not all industries similarly PA e Jlalh clelial) araa Sl Al
affected by B2B e-commerce Ay g yi<l) 3 ailiB2B

® Not all industries would benefit pld o clebial) e il Gl
equally 5) gluall

. . s laal) ) Juasiy 5 i gall Jal gl

m Factors influencing move to Sl d o Jufj ,d'iﬂ
4 g sy

é-commerce il g S Jall) (g S alaiud
Significant utilization of EDI Lis ol il dgiall dl) 8 35S Lol

Large investments in IT and i yitY) g il glzall
Internet infrastructure SisnaSll 5 g laall 5 eliadl) (JUa) Juw e

= e.g., aerospace and defense, ! Sel il Jde 3l S
computer bl cleliall 5 dalall Jie

Market concentrated on
purchasing or selling

m e.g, energy, chemical industries




| Potentlal Beneflts of“BZB commerce ‘
4%.15JASJ:¥\ b lall) (sa dlaliaal) Al sa1IB2B

Lower administrative costs Aoy caudleat) (jaldas)
Lower search costs for buyers O Asiall Cad) LS (alad)

. Y9 08l (audlss  jalddl)
Reduced inventory costs < i e
| N G35l (o Alial) 33035
Increasing competition among o enadl c
suppliers UJ. © "
s lalead) (aullSs alddll)
, 39y Loadl) (Al
Lower transaction costs: . di‘)j %,s c‘» . ‘.. .
Olaa PA e N A5 g e 3ol
Automation, eliminating Ll gl 8 £l 5al .
paperwork . @ #IA
Increased production flexibility

by ensuring just-in-time parts
delivery

Reducing inventory carried




Potentlal Beneflts (cont )

»= Improved quality of products by Cra Cladiall 33 ga Cpwald o
increasing cooperation among O Ogladl) 3al 3 DA
buyers and sellers Sl g o siall

® Decreased product cycle time E‘i""“ 59l cib g alddl)

O Icr;c"rae'::::t;:)pnportunities for Solill a b Ay e

®m Greater price transparency 3‘::;&‘ ‘Zﬁuj ZjEJ :

® Increased visibility, real-time u-‘m‘ Hﬁﬂfuﬁ il..aﬂa.:‘

InNtTormation snaring CE m JEM‘ U‘ Ay e

® However, some risk is posed by
3o 530 g Al g2l By

increased globalization and
consolidation




Insight on Society: Class Discussion

Where’'s My iPad: Supply Chain
Risk and Vulnerability

® Why does concentrating production on
fewer suppliers also concentrate risk?

® How does globalization play a part in
increased risk?

® What types of procedures could be
implemented, given increased
globalization, to reduce risk?




The Procurement Process and the Supply Chain
J‘M?‘ M.uj ;\Ja.d\

= Procurement process: o) ) dglas
The way firms purchase ClS Ll L (2l Al 4y Hhall
materials they need to make Glatiall aial lealiag Al 3 gl
products r O gall

= Supply chain: L) sa s adadl (588 Al IS AN
Firms that purchase goods, their SEBall 5 2 sall (520 545
suppliers, and their suppliers’ Ainall Slileadl
suppliers, relationships and #) i) dglas i glad
processes involved @ 1alas (g o) p31 (e paal
ilabadll JLS|

m Steps in procurement process
Deciding who to buy from and
what to pay

Comgleting transaction
~ Copyright © 2013 Pearson Education,Inc. ~~~ sldeiz1g4



Catalogs Research Price Order Product  Receive PO Enter into Receive Goods

Internet Credit History Credit Terms Initiate Enter into Shipper’s Enter Shipping
Salespersons Check with Escrow Purchase Financial Tracking Documents
Brochures Competitors ~ Quality Order (PO) System System into
Telephone Telephone Timing Enter into Enter into Ship Goods Warehouse
Fax Research System Production Deliver Goods System
Mail PO System Enter into Verify and
Send Invoice Tracking Correct
Match with PO System Invoice
Internal Review Resend Invoice
Enter into Cut Check
Warehouse Add Corrected
System Invoice to
Back Office
Systems

Figure 12.3, Page 769
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Types of Procurement uh Al g1 gl

= Firms purchase two types of goods alead) (o (e o s pld) (g sl g
Direct goods: Integrally involved in b JalSia JS ol LSS 13 bl ”CL“S‘
production process Ljug\ lac

. . Y Al gaen bl e alul
Indirect goods: All goods not directly ‘5"‘5 Q";Jw T A f dé:i
involved in production process (MRO chell) gl e A 84 (J

oods . ) S

. 5 ) o) plll (i pla il pil) andid

® Firms use two methods to purchase o ‘.
_Js:d\ c\).u

Contract purchasing: Jal) Al sla & i B pacaly

» Involves long-term written agreements L gl e Badaa Cilatia o) il

to purchase specified products, with 33 gall g Lale  gaidll
agreed-upon terms and quality dady oy

Spot purchasing: el e aludl o) 5 Jady

BTNE PV PP EURPHI JUAENE:NY
G sall e daall e (g ghati )

w Involves purchase of goods based on
immediate needs in larger
marketplaces that involve many
suppliers




Types of Procurement (cont )
= Procurement is highly information cila glaall 43Sy acii ey ddiall g

intensive and labor intensive Alland) 48U 4
Requires managing Bl (e slaall 3l llat,
information among many SIS ) dakail (e

corporate systems Sl dale sl 1-% —
Sl ghasal) Badnia Ay ) ¢il) Al
Cr O alaall (e Batea Alidis

L . () 3all e YY) 5 AS )
® Multi-tier supply chain Al o YY) 3 5

Complex series of transactions

between firm and thousands

of suppliers, supplying

thousands of goods

Involves 1.2 million U.S.
workers
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SELLERS BUYER
Figure 12.4, Page 771




mm
dayalll 1 guiasl) dalal) | ga
® Legacy computer systems dagahl) 5 gaaasl) dakis

Aaadl) 35Sl O gl 3 jeal (b e

Generally, older mainframe ; : ;
! il 3 peall 5 oSl 3 jeal
and minicomputer systems Jas ds ) ":\_U\Aﬂfd S S\éja‘j
used to manage key business ST T i< }d\
processes within firm L) i
® Enterprise systems slail aaan 8 S LAl

L_\J\P@A;LAGT:JL:\J\/(:QJ

Corporate-wide 7
Gy A Lay oz lisy)

Support/control all aspects of

[ n [ Jﬁﬁ -
production, including DA
® Procurement 2\; il J\ jAj\ n

m Finance

® Human resources




Trends in Supply Cham Management
gl Aleabea 303) L8 cilalady)
= Supply chain management (SCM) ) () 258 Adeadaa 30
Activities used to coordinate key e \al) Cilgall ol Laadiuall AdaisV|

players in the procurement o) il dglae L Ay )
process o . . N
® Major developments in SCM ?:;)j mﬂlﬁj)ﬂ
Just-in-time and lean production ) ¢ J.-j;;\ M:i“u
Supply chain simplification A&l sl Judha
Adaptive supply chains e Loall AL 3, 611 Jodlas
Accountable supply chains feal a3 5 gl Ju
Sustainable supply chains fad 1) bl Jols
Electronic data interchange KV EMNERE ?‘L"
Supply chain management systems i el 3 jlail

Collaborative commerce




Justln-Tlme and Lean Productlgn
Ja ) LY g cualial) i gl) B Jakd

® Just-in-Time productlon Ul cdgl) mn b o add

Method of inventory cost s oAl Adlss °J‘f3 A&k

management W G5 0 Al e plizadll oas

. Y] aall

Seeks to eliminate excess LT Jym ‘

inventory to bare minimum ; J2 ¢ y

.l duct; Sl 5a¥1 5 Y bl (e e sana
ean proauction PRITPRTEN :

P g 2 Ll e paladl) e S

Set of production methods Léd g oo Daad) dagd ALl elai

and tools 09yl

Focuses on elimination of
waste throughout customer
value chain, not just
inventory




® Reducing size of supply chain 354 Ald ana Julas
Working with strategic group of (e Al il de gana aa Janll
suppliers to reduce product and Cadldl) G‘t"‘j‘ CallSs e aaldl 1 ) gull

administrative costs and

) . . APENINGIWESPRERIRNY
improving quality

b gl b Jash UY) gz 3ladl Ay ) g e

m Essential for just-in-time il
production models M P
= May involve: asaaill g A< jidall cladiall yy sha
Joint product development and i gnaSl) dadadl Jal<s
design juca ) yE)
Integration of computer systems sadsae Culd sl 84 lhaall o) a3 A adedl) e

Tight coupling

= Ensuring precise delivery of
ordered parts at specific times




Adaptlve Supply Chams
MASJ\ A& il) Jadls

= Reducing centrallzatlon 4038 yall Cpa al)
Reduce risks caused by Adie Y e deaalill Hhlaall e aall
relying on single suppliers axxl O graady (sl C):’U}j Sle
who are subject to local o il )iyl
instability Alal) 4e ¥ (Ul o e

S DI A Y]

We.o. ' ' ORI PR '
e.g., European financial Aalh g LoasB) 3120 Joud L)

crisis, Japanese earthquake

Gladial) Je

®m Creating regional or product- ;\_.My\ Ls_“ sall ) Uy Jiy e
based supply chains Al 3 JIA Egas Alls 3 A5
Allowing production to be PAEON|

moved to temporary safe
harbors in case of local

manufacturing disruEtions



| Accountable SuppIyChalns
‘U;M ‘Uam\ JAJJ.J\ 3 W

= Labor conditions in low- datiall Al L3 Sead) cig B
wage, under-developed A gia gail) Aariiallg ;Ja‘x’\ BATER|
producer countries are ySletiaall gl
acceptable to consumers ol Jaadl / sl

Slave/forced labor “ Jaly) e
Child labor Aalud) 3 gall i g ) ia y2il)

¢ sl [ dels 48 (0 S
i) JSlaiy)

ClS (ay g2

Routine exposure to toxic
substances

More than 48 hrs/week
Harassment and abuse
Sexual exploitation

Adeguate comeensation
~ Copyright © 2013 Pearson Education,Inc. ~~ Slideiz-24



B Sustalnable Su»pply Chams
dea) Xiasall Ay gl d«w)-ua

= Taking social and ecological 4o laiay) mllaal) Sl s
interests into account dainl) g

o1 sell gl alall alasind Jia

. . W 1 . 4 ' 4 _£ o4
e.g., water usage, air pollution Lagh 5SS Al ol iion

O Usu?g most efficient | 22550 9 Uy Jilea gy (3lasy
environment—regarding means A sl claadld) g
of production, distribution, sl Je gandl JleY
logistics o olall

Good business, over long- CrSlgiunall Al G
aalaal

Create value for consumers,
investors, communities




Electronic Data Interchange (EDI)
() (9N clibl) Julgs

® Broadly defined communications IS . - “
protocol for exchanging documents elf SS; .: N ‘u\zhéj‘uﬁiig
among computers J"\" A R & s ' ‘
Stage 1: 1970s-1980s—Document 4il5-19805-1970 1 44l
automation . ; “M‘
Stage 2: Early 1990s—Document )] - Slimadl] Qi) 12 Ada el
elimination Sl
Stage 3: Mid-1990s—Continuous - Cligdl) Caualiie sAANY Al jalf
replenishment/access model s Jgea g [ 23T 73 gad
= Today: 1o sl
EDI provides for exchange of critical Jalutl bl 59 iSIY) Jalall é g
business information between it 2'\.,@1:@1\ il il glall
computer applications supporting .- . Sl el
wide variety of business processes (o Anl 5 Ao 5as ‘“;.,m ‘*fd\ Fasl
Ao )adl) Gililaall




The Evolution :)f EDI as a B2B Memdium

hiw S g3) )skiB2B

Purchase Orders
Payments
el
Shipping Notices ;
Suppher Price Schedules Firm
Computer Invoices Computer

1 Document Automation

Production Schedule
Delivery Schedule
B ———
Payment Schedule :
Shipping Orders Firm
Computer

2 Document Elimination

Continuous Replenishment
Supplier A Production System .-'-1‘1 i

ﬁb_
Supplier B Production System ﬁfﬁ e — [
Payment on Use T
Supplier C Production System [FFY » | | ’
: . Firm
Supplier D Production System Shipping Data Computer

3 Continuous Replenishment

Figure 12.5, Page 777




Supply Cham Management Systems
AAJJJ\ M.u DJ\J‘ fﬁ
19 op )l ddads) ) ety Jay

® Continuously link activities of buying, Jaig ¢J8

making, and moving products from S ) ) Cdysall (pe cilaiial)
suppliers to purchasing firms i) )
SAP and Oracle Mobile apps for ASAN il gl L ga JSI ) ilida § Ol

smartphones, tablets o . ol il g
® Integrates demand side of business o ,du‘fy‘f;:"‘ U': “f ‘. “"‘f G;::‘
equation by including order entry o (2 pladl) J o plial (e

system in the process dtaal)
ith d . &‘M‘%M‘J?ﬂ?w@
® With SCM system and continuous L 215 g Jal) Cr 5

replenishment, inventory is eliminated et e (- .
P Y AU AN o Ladis

and production begins only when order aliall cgl) 1 by ol g anw AU

is received 48 9B o N ) AU J g0 e
® Hewlett Packard’s SCM system: Elapsed Qe lu

time from order entry to shipping PC is
E—.: 1011 S——S—SS——SSSSSSSSSSSSSSSSSSSSSSSSSSS———————
~ Copyright © 2013 Pearson Education,fnc. ~~~ slide12-28



Supply Chain Management Systems

- Supplier’s
@ Enterprise
[~D

System 11 Manufacturer’s
M Enterprise
Production System System
Production System
Warehouse System
Warehouse System

Financial System

Financial System

i

= \Web Site
Order Entry System ~ Orders
- Distribution

Customer

Product Shipment

Figure 12.6, Page 779




Insight on Technology: Class Discussion

RFID Autoidentification:
Giving a Voice to Your Inventory

® Why is RFID an improvement over bar
codes?

® How does RFID work?
® How is Walmart utilizing RFID?

® What impact will widespread adoption
of RFID have on B2B e-commerce?




Collaboratlve Commerce ‘\-HJM‘ °J‘A-4‘

= Use of digital technologies for Cilaliiall 40ad ) Lyl afadic)
organizations to collaboratively Ciladial) U gz g avesal 8
design, produce, and manage slaadl &l ) 9a JA (e
products through life cycles ) Clalaall fpa 3aS Al J s
® Moves focus from transactions to Al (P Sl G Bl
relationships among supply chain b, 54
participants IR Jadl) puse e

A0 paligay dpdl (il
35 Aledas plzas o (Aol
dig B e i) il g 53T aladid
dial) cNLaty)

u Use of Internet technologies for rich ..., g i, s, asalisill ol
communications environment it i s (A0

Sharing designs, documents, messages,

network meetings, Videconferencing

Copyright © 2013 Pearson Education, Inc. Slide 12-31

® Unlike EDI, more like an interactive
teleconference among members of
supply chain



EIements of a Collaboratlve Commerce System
(molan (g s 31.23 alic

Engineering Systems Product
Designer
CAD Drawings Firm
Bllls of Materlal

Central Data
Repository

Viewer

Enterprise Systems
Inventory
’roduction Schedules .
Manufacturing
. Demand Forecasts Firm Production
Engineers

Figure 12.7, Page 783




. Soual Networks ' BZB"
9 Aeladay) wlAB2B

m Social networks can provide L g8 e laiay) clSudll fSay
personal connections that el o) oSay Auadld ayLal)
can help decision making in ol Adda A 1A ada A
supply chain TradeSpace

= TradeSpace ol g L% 2EIUK

. . i (ra g g BLIE
UK-based; buying and selling N T "' .
products Asauld (o S &

Cra o kel Ciladiial) Cdlaal
Q\Sﬂ\

m Dell’s YouTube channel

m Cisco’s Facebook pages for
product campaigns for
business clients




Two Mam Types of Internet based BZB Commerce
b ladl) Cra by (e $iB2B < AN ) At

Net marketplaces: 1l Ala
Cridiall 5 el e YY) s aen
e JaxdBaal g duad ) (35 S

Bring together potentially thousands of
sellers and buyers in single digital

marketplace operated over Internet ; ‘_u)'“ ¥l

. 3l lec
Transaction-based ) aals e Siad LESI yall acs
Support many-to-many as well as one-to- ClEMl) e Laall
many relationships daldl) A lial) Sl
Private industrial networks: S (e JalE dae g xasdl

Bring together small number of strategic ) A el daa) iuY) AS, Al
; . 4 “ N “ro. e
business partner firms that collaborate Glle 3 gill Judba skl () lat

to develop highly efficient supply chains Bp el
Relationship-based e S o

elationship-base CAEMal (pe apaadl g 2al s ) aaall acd
Support many-to-one and many-to-few Jal axe )
relationships A5y 3 el QWSS e JSE S

Largest form of B2B e-commerce B2B
~ Copyright © 2013 Pearson Education,Inc. ~~ Slide12-34



@ . Y
el S < P
o | -
,.C O

AN
amnn
g CED

Two Main Types of Internet-Based B2B

Commerce
Suppliers Firms
mt% Cl Suppliers
M ﬂ @5 Privatg
el Marketplaces [ ul el 'ﬂi::gﬁ'

LR

Net Marketplaces Private Industrial Networks

Figure 12.8, Page 785



Net Marketplaces d\y\l\ LA‘M

m Ways to classify Net marketplaces: rddlal) 3 gul) il 3k
Pricing mechanism, nature of ASLall 5 a2 (8 gud) dapda g ¢ ypmnal) A

Jlas ) Ciida g o
3 bl aluill) (o yids Al s Hal e L

5 ydlial) ) Jilea
. . oAbl e ALl
What businesses buy (direct vs. Jilia (5, sl ;Ui('d\) SISl o i (oS

market served, ownership
= By business functionality

indirect goods) (DoY) dlysla il
How businesses buy (spot sy g ) il day )
purchasing vs. long-term Eeosl =
sourcing) Eel il =

Jadl)  m

Four main types
delicall Glalad) =

m E-distributors

®m E-procurement

m Exchanges

w Industry consortia




TABLE 12.2 OTHER CHARACTERISTICS OF NET MARKETPLACES:
A B2B VOCABULARY

CHARACTERISTIC MEANING

Bias Sell-side vs. buy-side vs. neutral. Whose interests are
advantaged: buyers, sellers, or no bias?

Ownership Industry vs. third party. Who owns the marketplace?
Pricing mechanism Fixed-price catalogs, auctions, bid/ask, and RFPs/RFQs.
Scope/Focus Horizontal vs. vertical markets.

Value creation What benefits do they offer customers or suppliers?
Access to market In public markets, any firm can enter, but in private

markets, entry is by invitation only.

Table 12.2, p. 786
AR} R R R R R R—=R—=E=i—
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Pure Types of Net Marketplaces
ddlal) 3l gVl Cre dadla &\y\

WHAT BUSINESSES BUY
Indirect Inputs Direct Inputs
E-distributor : Independent Exchanges |
Grainger.com Powersourceonline.com
S Staples.com Gotopaper.com
pot
Purchasing
HOW
BUSINESSES
BUY
E-procurement " Industry Consortia
Ariba Supplier Network Exostar.com
Lo Click2procure Elemica.com
ONg- eI (Siemens) Dairy.com
Sourcing

Horizontal Vertical

ﬁ

Markets Markets

Figure 12.9, Page 787



E dlstrlbutors EJ&J‘E
a (e o gl JISY) £ ol

marketplace . ) Byl
Jiad (Al A g ASTY) Sl pllis])
Sl cpe AYY) cilaiia

Most common type of Net

Electronic catalogs representing
products of thousands of direct

b_dilia dailiaall
manufacturers ) L. N .
rvbically. ind 4 | 4 ‘SM ‘SS.‘.AA".‘\Sst }Lh-uj e
.ytplca \g.ln. ependently owne 2y Jhan slial) pdlaall psis
intermediaries . . :
. . . 5 b ailiall e alud) o) il
Offer industrial customers single Aoy gl
source tc.) purchase indirect goods on gﬁm Sale
spot basis Cila gadl) i --ALlEl (Bale
Typically, horizontal 3 S ¢ lanll

Usually, fixed price—discounts for A EW.W. (Jha) Juw Jo
large customers

%
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E-distributors

Suppliers E-distributor Buyers
Online Catalog

Figure 12.10, Page 788




E procurement Net Marketplaces

&3)&\\ AP (8 g

= Independently owned intermediaries Jiica (S AS glan sl g
m Connect hundreds of suppliers of el Cpa Cd pgal) (o ilia day
indirect goods b pilsall
® Firms pay fees to join market () plaaiBl Laguy als).ﬁ{ ﬁj
O - i ; A
:-:;ifet;r;, szztractual purchasing of Aol a¥1 s sh fﬁ‘?“-’:‘ f'b-tﬁ
® Revenues from transaction fees, b bl =

] e.ﬁ.‘Ariba L Ii nlﬁail e Jo
~ Copyright © 2013 Pearson Education,Inc. ~~ sldeiz-41

cDalaall pgos s (pa Sl
oasd i) & jldday) Claad
ASLE a g (ilana ) g

licensing consultation services and
software, network fees

Offer value.chain management aad) dad Alodea § la) cilasd
(VCM) services ( ?5)
Many-to-many market Gl (e ST Al




E-procurement Net Marketplaces

_ Value-added Value-added
Supplier Procurement Selling Buyer
Catalogs Services Services Firms

.

E-procurement
- Net Marketplaces

Figure 12.11, Page 789




Exchanges dd‘-d\

Independently owned online 25 )] Jiiesa JSE 48 glaa
marketplaces < Y
Connect hundreds to thousands of C)-'JJJ—J\ O YY) cilia oy
suppliers and buyers in dynamic, real- < glf A ASaaliza B cp idiall g
time environment adnl) Adal)
Vertical markets, spot purchasing in G #1 ) Ay Agagand) ) sl
single industry ey aals @t,'“‘.’
Charge commission fees on s Sl se ?3‘:;5:35‘
transaction ] IS (e ie ghia de gana
Variety of pricing models s Adiall ) Jaadia 098 o ) Jaa
Tend to be buyer-biased Adlial) Cpa Cppa g aal) (a ) gall

Suppliers disadvantaged by e 5#‘35“0“3% m.ﬁﬁ
competition 4 ganal) aldAl)

Many have failed due to low liquidity
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Exchanges

Buyer %%%%%%%
" %F b S i

Electronic
Marketplace

Suppliers

Market Maker’s Proprietary Software Envelope

Figure 12.12, Page 791




Industry-owned vertical markets

de Liall 4< glaal) A ) (3 g

Purchase of direct inputs from set of (48 5424 (4 b e CBALA &) ydi

invited participants

Emphasize long-term contractual
purchasing, stable relationships,
creation of data standards

Ultimate objective:

Unification of supply chains within entire
industries through common network and
computing platform

Revenue from transaction and
subscription fees
Many different pricing mechanisms

Can force suppliers to use
consortia’s networks
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Bl sl Bla (e Jal) Al gh Cilualiy

Pure Net marketplaces moving from & Al Al 4dlall & g Ala

“electronic marketplace” vision 9 Mag g RS (el Ay (1
toward more central role in changing xS (4 S sall Jeal) (e 1
procurement process g pdad) dples

Consortia and exchanges beginning bee Jaadls iy il S
to work together in selected markets b tAa (§) gl (2
) OsH gAY (60 5 gall analag
B sl Al g ASNY) iy idial) ala
C):\JJJ.AS isliall Q\ANU
ddarand) cdlalaal) (e JELYY
Movement from simple transactions Tulad cBe 1) 5 sl ) il

E-distributors joining large e-
procurement systems and industry
consortia as suppliers

for spot purchasi.ngto.Ion.ger-te.rm 5 dial) adeadl Jasi Jal) 4L gha
contractual relationships involving ol gl o 5 pdbaall 4 s

both direct and indirect Eoods
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Net Marketplace Trendsw
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WHAT BUSINESSES BUY
Indirect Inputs Direct Inputs
E-distributor Exchanges
Spot
Purchasing
HOW
BUSINESSES
BUY E-proturement Industry Con$ortia
Long-term
Sourcing

Figure 12.14, Page 796
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| Prlvate Industrl.al Networks
daldl) duslial) caludds

® Private trading exchanges (P"i'Xs)

m Web-enabled networks for
coordination of trans-

organizational business processes

(collaborative commerce)

Direct descendant of EDI; closely
tied to ERP systems

Manufacturing and support
industries

Single, large manufacturing firm
sponsors network

® Range in scope from single firm
to entire industry

cilaal) peniil gl (Sl S

(A glacll 3 jlaill) dalaial Jef' CEPENA]
¢llnll 5 SV Jalll e piilae Jols
3l 50 daplad akai 1855 5 Uals ) Lo
Gl el

acall 5 Al gl Clelial

ASuAl) Ble Hll alaidS i S aal
islial ahb‘\SJuuAdl.hauﬁdM
Ledast;

Juald il S g JEal) Japen o

m_e.g., Procter & Gamble
~ Copyright © 2013 Pearson Education,Inc. ~~ slideiz-49



P&G’s Prlvate Industrlal Network
P & G daldl) dslial) 4Sud)

SUPPLIERS MANUFACTURERS DISTRIBUTORS  RETAILERS

CUSTOMERS
(Procter & Gamble) (Spartan Stores) (JCPenney)

'R B |-
L. Lu

EDI (OBI) Supply Chain Management Systems — Efficient Customer

Response Systems
TRANSPORTERSﬁ

Private Industrial Network

Figure 12.15, Page 797




® Focus on continuous business process
coordination

Characterlstlcs of Prlvate Industrlal Networks
dualdl) e liall clSuil) Gailald

m Objectives include: r el La cilaaY) Jads g
Efficient purchasing and selling industry- delicall (5 sie Ao all g ol il el
wide A1e&3l deliall 3Uad e 3 ) all Jaydads
Industry-wide resource planning to s sall (gl e 3 ) sall Laglaal)
supplement enterprise-wide resource alaeYy) Al ﬁ-}}) 3Ly )
planning 35l 5 5 yidall (35 Clidle

e i e cililee

Increasing supply chain visibili
& SUPPYY ty &dhwk@\k&w&\

Closer buyer-supplier relationships L el b Y]
Global scale operations - S.\ il I Sl
Reducing industry risk by preventing ) Z\ajil";\ x! 1

imbalances of supply and demand .
Sh\JMﬂuiﬁjéﬂ\ Al
Al ellia" ) A )

m Typically, focus on single sponsoring

company that “owns” the network
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Insight on Business: Class Discussion

Walmart Develops a
Private Industrial Network

® What is Walmart’s Retail Link system and
how has it changed since the early 1990s?

® Why is Walmart still using EDI-based
systems?

® Why won’t Walmart join in an industry-
backed system?

® How can other companies compete with
Walmart?




Private Industrial Networks and Collaborative Commerce

40 glacl) 3 jladl) g daldd) de Lial) el
® Forms of collaboration:

: O gadl) QL

Collaborative resource planning, 3l 5 ¢ 55l 2 ) gall A glacl) Jalasidl

forecasting, and replenishment (CPFR):

m Working with network members to
forecast demand, develop production
plans, and coordinate shipping,
warehousing and stocking activities to

s s ellally ull A0l pliac] aa Jaall
O A 5 el Adaiil Guii g (rliy) Jakad
4 il Caall dalise aaad gladal o jadll
el (e Jad doilin 40aS ae dlaall

llall Al 455

ensure that retail and wholesale shelf T
space is replenished with just the right Sl S Gpgmiil) (gpaals
amount of goods Ga2 sl llUaal) ¢ 6l culatiall laa (S

Demand chain visibility
Marketing coordination and product
design

m Can ensure products fulfill claims of
marketing

= Feedback enables closed loop marketing
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Pieces of the |
Industry-wide

Collaborativ Collaborative
Product Resource Planning,
Commerce Design Forecasting, and
Replenishment
Puzzle
J’J oA Colla@
‘\7,\3 Jl-’ﬁ | 3 Jb.d. Al Marketing Commerce
Coordination

Private Industrial
Networks

Demand Chain Supply Chain
Visibility Visibility

Figure 12.16, Page 802




Implementatlon Barrlers M‘ ﬁbﬁ
® Concerns about sharing of AaStall A4S jlia i i glie
proprietary, sensitive data dulaald) il

delial) cludd) Jalss o)

3 ) ga Jaudads dala] o dualAll
JAll) CilSud ¢ Cilsus gal)

ol Al cliball 5 g sty

® Integration of private
industrial networks into
existing ERP systems and EDI
networks difficult, expensive

AlSa g nea

= Requires change in mindset Aol g dulie B ,uad
and behavior of employees Cudygall g (il gall
and suppliers AIELY) amy (S liiall aes a3y

All participants lose some
independence
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