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From SCM to eMarkets

oty

Collaborative Planning Trends, Strategy,
Processes and Technology of
Collaborative eMarkets

Vincent Wang

Director
PricewaterhouseCoopers Consulting
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e —
_ Supply Networks
Emarkets Overview & Current
Developments

Which eMarket Model Should
We Pursue?
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B2B and M2M Environmaent of ©-8uppiy Networks

3 Logatics

Fduzaecd by Forreaber SEBE 1 AV S Nopert e mx;i
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QOverall Chalienges for Supply Networks

Take orders over the web, or automatically via B2B eMarkets
Offer rich product selection and/or the ability to customize
Source the order and commit to delivery, immediately, online
Service the order online, Including changes and inquiries
Detliver product quickly, efficlently, profitably

Be in constant communication with customers and
suppliers to:
+ respond quickly to pull signais” to manage inventories
9 adapt quickly and economically to changes in demand/s
< operate with low inventories

Operate in a world of short product life cycles

Objectives in Collaborative Supply Networks

Pravide Visibility of Information
< Inventories, Foracasts, Orders, Plans, Engineering Changes, KPIs

< to provide resl time communication, inciuding business 10gic whene each avent is
monitored by alerting Systems for real time transactionat data & decislon support
iformation about customers & orders

+ to sharg document generation & profitability manitoring

Synchronize Activities :
+ Optimized feasible sourcing/planning, pull-based triggery

Promote Responsiveness
9 Reduce thme 1o detect demand, commit,

Leverage Market Mechanisms
% Aggregated buying powar, auction-based buying

Achieve Process Simpiification
2 Automated steps, Ona-step business
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Agenda
From Supply Chains to e-
Supply Networks

~Which eMarket Model Should
We Pursue?

eMarket Developments

Nsta-
“The period 2000 - 2002 will represent the single greatest Eﬂa’iﬂﬁm
worldwide economic and business conditions ever, and '
most of the impact will occur during the next 18 months.”

(SR T
RS

& Growth in Online B2B Spending Will
Be Phenomenal
» Ontine B28 spend projected at $15.6
trillion by 2010
< 75% of all B2B spend wili be online

® eMarkets Will Become a Major Portion
of Total Online B2B Trading
& Market spending will represent 54% of
total online B2B spend

4 U.S. eMarket spend estimated at §1.5
triflion by 2004

8 The Number of Companies Using
eMarkets Will Be Rapidly Increasing
3 Qver 70% of the companies in most
industries wilt trade through eMarkets
by 2002
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B2B E-Commerce Forecast

Geowth of B2B Imarnat Commerce 1999-2004 8218 E-Commerce Growth 1999-2004

“age o0 U661 G2 2005 2004

.. VIMiE Wil Dit At ITarivet COm@anTy 11 the fabure, oaly thats
that use the interaet and thoss thisk have dean crushad by
compelitors who da ...

Andy Grove. tnbil Comparaticn, Aprk 2000

-~

-888888%

v

3
§
.f.:t
5
s

arketplaces will ultimately account for between 45% and 74% of
eCommerce in & supply chain. The iargest impact will be in the computing
and efoctronics, shipping and warshousing, and utifities industries. By
2004 more than 70% of online trade or $2.7 tritlions will go through
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What is an siarket?

8 82B exchanges {or eMacrkets) yre third- party nternet-based intermediaries that match buyers and
sejlers within a specific ngdu (vertical} ar a specific business function (horeontai) in a pudlic
marketptace, The value jon of eMarkets foCuses on:

3 Reéduced procesd costs
# FReducsd prodw costs
4 Imomved distovery
+* Improverd wsibiiy
eMarkets

Network Optimization

Enterprise Dptwization
{aingle Busimess)
¥

XEY BENEFIYS of sMarkety Latest Saabatics:
»Prayviie a cuntral platioem for transachon mitemation, demand = QOver 1.500 shMavhats Zave aktaty born crmades by bermet-baved
apgreqanon, improved market (iquidity, eatended marker prveaeereey
) = SAIB 00N o w §1 7 milion aneciaated in B28 ming ransuct ans
~ Introgiuce new markek anxl process effioencies 10 AN Mdostry wil otenr Urpagh ektarkans
LAY TR

> katuve prathiet, trocesy and xeigs costs

3

O A

B2B eMarkets development

B Online trading communities, or Value Added Comimunities {"VACs"), are
rapidly becoming the great enablers of this multi-business network
optimization

Value Added Communities (“"VACs")

CHEMDE ¥

-
i
X
e
i
-
@
e
—
by

+ Provise & Central phacsonm for transaction

% ,
market quicity, exnended market resch

¥ INTOtUDE naw MArkes and pIacess afliciences to
an indosdry supply chain
¥ Reduce product, procsss and sades coats
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Suppiy Chain Mubs Provide Significant Cpportunities

w~

B 1It's all about improving coordination through shared tollaborative envitoaments with
suppliers and customers in order io:
+  Reduce suppiler integration Losts
+  Minimize investrnent expense
+ Opumize industrywide capacity
. may ofter 3 hdistad veew o GUBTTY CAGICRY And HRTRt domand
+  Companiss can easme oph L e and discp

Today 307 days 3to7days . 3to7days

e g 0 O o e o 0

Buyers Expect The Net To Help Their Supply Chain Efforts

How would you eate your effectiveness What ate your top godis for supply chain
at coordinating your supply chaln? coondinstion through the Net?
Extenent

) Reguced supgly chatn . .

A% MandgeIYent costs 78%
Raguced channet
inventory
Increased supply
chain flexibiity

Reduced order-10-
delivery tine

Redueed purchasing
costs

Increased supply
chain visdicy

Better products

Rtap 24 S) ZUNDON BN TR AT D

———— »
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wittl be key gifferantistors of aMarkets

Transactionat Ideritity sew girect |
activities InaLerins. Sippliers

Furchase direct |
matesials

Findd or establish prices
for-direct matarils |

Buased 06 50 companies responding
itk sod

Transactional and Callaborative Activitios

TWhich of thie following activities will you do through eMarketpiaces?”

)

Evolutionary themes in B28 e-commerce

From Transaction Focus to Workflow Focus.

From Procurement Focus to Solutions Focus .

From Automation to Optimization

From Commodities to Differentiated Products

From Physicat Product Exchanges to Service Exchanges.
From Verticals/ Horizontals to Specialized Designs
Emergence of Megahubs and Metahubs

Consolidation of Technology Platforms

Return of Refationship - Extranets and Private Exthanges
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The Architecture of the e-Corporation

&  An integrated set of applications that span it funciional areas snd constituts the information
infrastructure (infostructine} of the aandad snterprise.

B These appiications eaable the mansgement, organization, transformation, and routing of information
within the snterprise, 3nd Detwaen the OrpanIAtion and RS aitemal constituents.

B AL Ih 0Ot OF the G0N0 Ebareise SIS the ERP backbone that resides withis the snterprise and
focus ont inwawd- Facing applications.

s ?hecmprbem‘mded‘ hmmmmm:mmmtmn,
odunded intiude Citomer R

IS

Agenda

From Supply Chains to e-
Supply Networks

Emarkets Overview & Current

l‘!
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Hysteria Capluras e Corney OFfioe:
The {EQ's Diiemma

B Where do we Start from?
4+ Do We Join an Existing Exchange?
» I Sa, How D Wea Prevent Our Produtts Fram Bacoming Cormmoadites?
+ Do We Start Qur Exchanges With One 91 More of Qur Campeutors?
+ How? We've ated Them for Crecades?
+ Do Wa Start Our Own?
* WAl Anyone Join?

8 And then, inquiring minds want to get answers to ten tough questions
> Wiat Wi We Get for Our Membatsiup Fae?
4 What's The k087
¥ihet Funti y Wil Ba Osliverad and When?
what Wil The Exchange Cost Over 5 Years?
v W Ve G Eywrything Promisec se WK We Mavito Ate Up Agatnin 2 o 3 Yews?
Hon Wb You Resolve Cosrpetihin Among Best of Braad vendors?
What 1s Your Plan to Attrect and Retain Supplien?
what's The Busmees Prooess Modke) fior New Cotatoraion Applicatans?
How D We integratw ¥With Our Back Eod Systwmns?
s Wral’s [nside/Octaide Qus Frewall?
v How Fudh Wi It Co?
Wt AbOWE e Emiramutity of Seandends?
How Wili You Handla M2¥ or EX¥ Inlegration?
Wan Showld We Worry About Performance
V/dat are The Xey Melras?
s Liguidity. Supplier Raketion, MKW Vitus?

+ 9

& 4 b &

LR

7

5w arine

eMarket Deployment - From BEE (o B2MIB Svenarios

Qne-to-One i
F57 Kirta TR B2 BRER NN m
BB et eyt

Orv-tov-starey Ty
proest ., -,

T .......-....-.’w

Intarnet et
I
Brnsto-Muny ) -".-...
marieet

Forsaty Hale

Ry

B

Hary e Many
RESATRIRS
Sabdic s

EXA
SRR
s

R
BINE aypwawen it exaene

ELR s ancacioos
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Public Yersus Private eMarkets

Public eMarkst Private eMarket or sHub

eMarket Orientation — vHubs and fHubs

B An eHub can speciatize vertically along a spedific industry or market, or it ¢an specialize
tiorizontaily aionyg & specific Runction oF business process. Based on these dimenstons, we
classify the universe of eHubs into two primary types:

+ Vertical eMarkats or vHubs {(vertical aHubs)
o vHUDA PavE b VETTICH MMet Of ocus. d St domain-
Yot tave o vertke Ioutry They poviae deep 40Maing-specific content,
-* mm«mn(mmubﬁ.
«  Mubs focus on providing the sasve A tha sine
Industries. Thels experice mnummmuhw‘hml‘wfuﬂmmmmm
gunersiigable scross vetticet
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e eMal
ProiTt DL

Levels

:uaply cansteaints

eMarketplaces Can Provide Different

cHvaatinn

Exsmphe of activities

+ Alincate supplier capacity to buyets basad on damasnd requiresassts ¥nd

JE—"

streamting mater(a! flow

to iz Factory » and

v Capture product fulfiment strors, el
Ppie aed fpnod

and datify atfectad suppliora
o 8

» Pravide buyars with
ad

i

weesss to peod.

updates rmtamity

Standands .

+ Enable suppiiers to pccass buymr production ragub

¥ Matus oy

Rationslire Industrywide naming conventions
Defing XM torms plus terms and

for ag
deNnitions, Including brigger events and

required responses

Two Types Of Vertical Hubs Wil Emerge

Simptifies buyetfsallay integration
thioughe single communication venue

Business mode!
» Transaction fees
= Rental/subgcription lees
+ Setvice fwes. e.g..
dala warehousing and
collaboration taol usage

Key stamsents

* XML data and business
processes

« [nfemation-sharnng venue

« Supphes capacity and
invendory monilaréyy toals

Enatles industrywide demand pianning.
., ' ' Q. aﬂd P z’
optimization

iy s ation

Business mods)

» Membership fees

« Sgcvice fess, e 9.,
optymirstion tocl usage

Koy #loments

» Aggregnied demand
modeting

« Connalidated capacity

» Exceplion manegerment
rules enginie

* Buyser/seller matching
mechanism

Mnrutprang

Khantdurie
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Ingquiring Minds Want to Know Ten Tough Questions

|/ What Will We Get for Our Membership Fee?
$ What's The ROI?

What Functionality Will Be Delivered and When?

What Will The Exchange Cost Over 5 Years?
* Wili Wa Get Everything Promised or Wit We Have to Ante Up Again in 2 or 3 Years?

How Will You Resolve Competition Among Best of Breed Vendors?
what Is Your Plan to Aftract and Retain Suppliers?
What's The Business Process Model for New Coliaboration Applications?

How Do We Integrate With Our Back £nd Systems?
> wWhat's Inside/Qutside O Firewali?
< How Much Will Tt Cost?
< What About the [Immaturity of Standands?

® How Will You Handle M2M or E2E Integration?
When Should We Worry About Performance?

® What Are The Key Metrics?
% tiguidity, Supplier Retention, Market Vaiue?

27

Different originators of B2B consortia

Who sponsors  industries where Rt Value groposition Kay chalignges Examples
the wiorks besk
con
m“ kX I F ] » m ] - L ¢ 3 o = Ran
Guyer side, DPOTUDERETE (88 - ﬁnw.n: concers about » AN
$rag oceusd 0o - Stenoline buying wmrmmnm - e
suplley siig Rt sopalies
- m.twum - l:wca&wlm o T T - Ralailing
Supphers CoRCErMEG O ~ RMGUOr CETIOUMA. . ARraCUAR Do Toanan'e PaT
supky ek s waptiens tieid vt
»  netacient demand < legwove Jemand ANTrEER IR ebowt pauitry
Ctanwlliciecy i coligion - thas
- Escutioned oy - AIRESS
B T T [ ITT=e T Ty - T T M < TR i o T
- Digtriukors . uaEKeidseled aftd supply » Retoucing okt o Lomtstamer
. Associarions chemd » PR AMGON Oy ELCTL T 2 T Hekagu
- g ady
coondiation - L
sapobies
Startup firm - et T Aarese demand - Gding UGoky, = Seel
oy, SRy Maver amt sapply Pawticilrly o sapolier - Leescals
o amaye - OHeileo SLappling shin T
iR TTIROSTR™PICY yewes
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opd b elaAr riels

Hoadmap for o

End-ctate

Vision

Business .
innavation
* Macae on distuplve businossey

« Emghasis on maricet crastion

Collaborative |- Panterstips sre unusval and 2iversa
/’ commerce
= ["3zue on demmun-sapiert mog oolayerstion

$ > Ernghasis on miarketing and 3rsuct deveogment
Su pply .Cham » Partny ships foeus on workilow end collsborstion
solutions

« Focus on end-te-end solulions
= Bmghasis on owerall eficeacy
- Porkre sbipa fncun ar wchie efced sevinen

T?ansactton
automation|
= Pt wo exulssige hameiongg

* EINphass 01 oSt Savrgs
* FRARSISRS 1TeUs 9N WCRNOQY

il

@)

o b SNV

B2E Consong

vk 8‘;

St praguges

Put last things first ~ gain ¢lear agreement on end goals

Define capital structure, participants and revenue streams accordingly
Keep the board smail, nimble, and less than S0% Insiders

For NewCo models, bring in gutside investors and bankers early
Separate gownership from governance and operations

Create a transition team with clear hand- offs to management

Kill or buy out competing internal initiatives amgng founders

‘Think beyoend cost savings and procurement to vaiue- added services

Offer equai and open access to non- participants and independent exchanges
to preempt antitrust concerns

Partrrer with or acquire cash and liquidity- strapped independent B28
exchanges to speed execution and enhance neutrality

Involve impltementation partners with deep vertical market expertise
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Fer more information, please contact :

Vincent Wong

Director

PricewaterhouseCoopers Consuiting
Office - (82)-2-6001-8652
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