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Part One Guided Speaking

® 1. Role-play

Work in groups and have a role play on the following situation:

Suppose you are # market manager of a fast growing multinational company. and one
day you are asked by your CEQ (Chief Executive Officer) 1o his office and discuss the future
market planning of your company. The CEO is very interested in the new technology of in-
ternet and the new business type—B2B, and you are asked to explain what B2B really is and
how to do it successfully. You and the CEQ and other managers talk about the current B2B
markets and the key points of enzering this field. Then the CEQ appoints you to lead a group
in developing this business. And you go back to your office and sit down to do solid work.
@® 2. Discussion

Discuss what you really need to know about B2B, and compare B2B with the common
and traditional business. lllustrate the good points and bad points of the business and explain
why. You can refer to the following words in your discussion:

B2B ( business-to-business)/ internet/ computer/ marketplace/effective/ef ficient/ world e-

¢



conomy/ electronic/ traditional/ ineffective/ inefficient/ successful

Part Two Guided Reading

® Passage A
_What You Really Need to Know About B2B

By Maureen O Donnell

You' ve heard about business-to-business (B2B)} and business-to-consumer (B2C) e-
commerce. You may have even heard about “the hot B2B market,” online exchanges, and
how big B2B is. According to a recent research report issued by the Gartner Group, by
2004, 95 percent of all e-commeree will be B2B transactions with the remaining 5 percent
B2C transactions.

But what is B2B e-commerce, and how can small businesses save money buying from
and selling to other businesses online? What costs are involved in running a B2B company?
How can you separate the hype from the reality when researching and deciding where you
and your online small business fit into B2B?

B2C and B2B Differences

Both B2B and B2C involve familiar business elements such as billing, customer service,
and fulfillment. There are some fundamental differences between the two, however.

B2C is selling to consumers. Usually, consumers make one-time purchases, although
there are opportunities for replenishment arrangements, in which customers can set up a
standing order for a particular product so that they never run out; ibeauty. com offers this
option on its checkout page. B2C billing is very simple. The consumer receives a receipt for
each purchase. Usually, the B2C product buyer is its consumer, although sometimes con-
sumers buy gifts for others. Consumers make purchasing decisions, constrained only by their
credit limits. Dollar amounts per order are small compared with B2B purchases, and well-
known channels, such as UPS, can handle shipping and/or fulfiliment. Consumers have lit-
tle reason to be loyal to a particular vendor; it’s easy for them to switch vendors in pursuit of
low prices.

B2B is selling to businesses. Businesses often have ongoing or replenishment arrange-
ments with vendors. For example, in systematic sourcing, buyers negotiate long-term con-
tracts with suppliers. In spot sourcing, buyers have an immediate need for a commodity at
the lowest cost. Spot source purchases don’t need long-term arrangements. Auctions and
commodity trading are good examples of spot sourcing.

B2B billing typically involves higher dollar amounts and requires invoicing, account



tracking, and account management. Payment can be made by a number of means, including

credit card, check, or bank transfer.

The volume and cost of B2B purchases make them far more critical to B2B buyers than
B2C purchases. Consequently, selling to businesses often means selling to more than one per-
son in an organization. B2B vendors must monitor their client companies’ representatives’
spending limits, inform them when they’ ve exceeded the limits, and address the fact that
reps need to get internal approval for their purchases.

Raw materials and industrial/ manufacturing components may require special logistics
and fulfillment. For example, UPS doesn’t deliver hydrochloric acid, and the amounts pur-
chased of these products may be large and ordered in terms of full and half truckloads.

Comparison of B2C and B2B Business Transactions

Characteristics Business-to-Consumer {B2C) Business-to-Business (B2B)

Purchase
. One-time Recurrent

Frequency
Billing Real-time Invoicing

Payment. Method

Credit card

Multiple payment models

Dellar Amounts

Srmall

Large

Volume

Mostly single items

Multiple items

Shipping

Standard land lines

Large volumes, special restrictions

Customer Service

One-time

Long-term account management

Sales cycle One contact, short selling cycle Multiple contacts, long selling cycle

Three Ways to Save Money

Why would a business want to perform B2B transactions online when it has been getting
along just fine in the brick-and-mortar world? Here are three reasons how the online environ-
ment can help a business reduce the costs of B2B purchases:

Save with ASPs. Small businesses can save money on services through B2B providers
known as application service providers (ASPs). These vendors address technical needs, often
by renting access to software instead of selling it. This allows small businesses access to ser-
vices they couldn’t otherwise afford.

Online B2B transactions can also allow sellers to offer better (“error-free”) customer
service. Unlike phone orders, during which customer service representatives may misunder-
stand what a customer says, or faxed orders, which might get lost or could print out illegi-
bly, automated online ordering is more accurate and reliable. It prevents costly and time-con-
suming mistakes. Online sellers can offer improved order processing by integrating online
catalogs with inventory and fulfillment; in such cases, customers save time and can see right

away when an item is not in stock. Many sites allow customers access to records of their past



orders, which speeds the reordering process.

Online transactions save time and money by eliminating paper forms, faxes, and phone
calls, and by allowing buyers to compare prices quickly.

Save time on research. Researching potential suppliers is faster and easier online, and it
opens a global market of potential vendors because location is irrelevant on the Web. Ship-
ping costs may be prohibitive, however. The Uniform Code Council, for instance, has creat-
ed a site for the sole purpose of updating the information in its product catalogs; this infor-
mation is invaluable to its B2B customers, who sell its products retail.

Pool purchasing power. Small businesses can use the Internet to get volumne discounts on
maintenance, repair, and operations ( MRO) supplies. For example, OfficeCoop. com and
Demandline. com pool requests for supplies and services from thousands of small businesses.
Demandline. com sets up reverse auctions in which vendors compete to offer the lowest -
prices.

B2B Purchasing Models

The most written-about method for businesses to transact e-commerce with each other is
the, also known as an e-hub, online or e-marketplace, catalog site, or yield manager. There
are also several alternatives to exchanges, such as “request for quotes, " in which a business
uses a forum 1o invite prospective vendors to bid on providing specified goods or services, as
well as direct, online buying:

Online exchanges. Many sites fall under the heading online exchanges. Exchanges can
be public or private. Public exchanges often are created by third-party providers, known as
market makers, who bring together multiple buyers and sellers and charge a membership fee
and/or a commission on members’ transactions with each other. One of the advantages is
that these exchanges are supposed to be neutral, not biased toward seller or buyer, although
it’s not unheard of for market makers to offer vendors equity in the exchange to tempt them
to join. The best exchanges offer good customer service, helping buyers by offering product
information and selection tools and ordering, billing, shipment, and scheduling services in-
stead of just signing up companies and leaving them to fend for themselves. These exchanges
also may offer the sellers help with introducing new products. .

A private exchange is owned by the company selling the goods. It is an exclusive onlipe
network for transacting business with the company’s customers and/or suppliers; membgr-
ship is not offered to the founding company’s competitors.

Alternatives to exchanges. There are a number of alternatives to the exchanges. The U-
niform Code Council has created marketplace sites that don’t support transactions but do al-
low suppliers, such as large manufacturers, to inform retailers of their products or abqut
changes made to their catalogs. This may not seem earth-shattering, but many goods pur-
chased by retailers are delivered at the wrong price or in the wrong size because notification

about product changes takes too long to get from supplier to buyer in the offline world.




Acta Technology is a start-up that offers a platform to allow a company to electronically

share product and ordering information with its existing suppliers. The technology extracts
data from back-office systems and caches it for scalable, real-time e-commerce transactions.
Acta has published some case studies of companies using its technology. Using Acta, a small
business owner doesn’t need to pay a market maker to join a public exchange; the business
owner will run a private exchange.

Business owners may use a service (such as the one Onvia. com offers) . With it, owners
can submit a request for a product or a service, along with a desired price ("1 need my car-
pets cleaned, and this is how much | want to spend”). The site offering the RFQ service
passes the request along to qualified sellers. The requesting company can view and compare
responses from online sellers then contact the seller of its choice.

In direct buying, buyers can use the Internet to research suitable vendors, then contact
those companies directly or through their Web sites. There’s no rule that says you have to
join an online exchange to transact B2B.

Sort B2B Reality from Hype

At this time, small businesses looking to sell to other businesses don’t have many af-
fordable technological solutions; the price of B2B automation technology and joining online
exchanges is too high for these options to be practical for small sites. As the technology ma-
tures, its cost is likely to become more affordable, but, for the time being, a simple informa-
tional site for selling to business might be the most economical way to go.

The biggest advantages from B2B sites for the small business owner come from saving
money on operating costs ( through the use of ASPs) and cutting purchasing costs through
online research and, in some cases, using exchanges and other online transaction resources.

For example, small business owners who want to buy online can take advantage of B2B
sites and technology for purchasing MRO items, such as office products (for example, from
Office Depot) and employee benefits ( Benefit Innovations lnc. has a site) . Many ASPs’ ser-

vices are inexpensive or free.

(From business . com , September, 2000)
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RFQ = request for Quotes
(Office Depot  —Fidr &5l
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! Renefit Innovations Inc. R Zief ¥ &7

Directions: Read the text and then fill in the following blanks to finish the outline .

1. The differences of characteristics hetween B2B and B2C appear in at least eight as-

pects. They are:

1)

2

3)

4)

5)

6)

7

8)

2. Compare B2B with B2C business transactions in detail and fill the form below.

Characteristics

B2C{ business-to-commerce)

B2B( business-to-husiness}

3. There are three ways to save money in B2B online transactions; list the three ele-

ments how the online environment can help a business reduce the costs of B2B

purchases.

13

2)

3N

4. Generalize the B2B purchasing models in your own woras and give some examples

of online purchasing.

h

>

_ Since the campus nerwork centers are popular in colleges and universities, please



try the B2B websites that appear in this text. With a good visit, you may get

some real experience.
Ex.2 Directions: Find another article about B2B business transactions and read it with
great care and compare B2B market with our traditional marketplace. Discuss the
characteristics with your classmates and get ready for a 5-10 minute class report .

Don 't forget to take notes of the origin and author of the article .

® Passage B
_B2B Markets Industry Profile

The Transparent Marketplace B2B Opportunity Growth

While business-to-consumer web T'he Ebusiness Marketplace

. , 00 —{shillions)
sites like Amazon. com attracted all )
[ LRI

the early attention, e-commerce ex- FEER2C ..
perts have always believed the real 75() -
money was in business-to-business 200 -
transactions. Already, B2B Internet 150 -
sales of $ 237 billion in 1999, ac-

cording to Gartner Group, dwarfed

1998 1999 2000¢

consumer retail. By 2003, analyst
¢ =estimate

firm Robertson Stephens predicts Source: Online B2B exchange
E2B sales will reach $ 3 trillion. Delotte Research & Forrester Technology

In theory, and increasingly in reality, the Internet can be the perfect place to create a
transparent marketplace, where buyers ard sellers know exactly where cach other stands,
and where there are essentially no time or geographic advantages. In such a market, it is ex-
traordinarily difficult to overcharge or deliver poor quality. This forces all sellers to be as effi-
cient as possible, and allows only the thinnest of profit margins. Essentially, sales for every

product are conducted the way stocks are bought and sold. Hence the name is given to some

of these B2B marketplaces: Exchanges. That sounds brutal for sellers, but it is a dream
coming true for every corporate purchasing manager.

Joining such exchanges can be tricky business, usually requiring suppliers and pur-
chasers to hook their internal software into a public electronic marketplace. That difficulty
has kept a lid on some B2B activity, especially until the quiet passage of Y2K. But respected
e-commerce analyst Mary Meeker of Morgan Stanley Dean Witter thinks this is the year the
B2B marketplace will be won and lost. In fact, by year end, she expects there to be 2, 000
B2B web sites, all looking to grab a percentage of that $ 3 trillion as it flies by on the Inter-

net.




Content vs. Transactions

The B2B turf battle began in earnest in 1999, as the major independent B2B firms raced
into the initial-public-offering market, where Internet companies were white-hot. Vertical-
Net, which hosts some 50 different virtual business communities and is recognized as a pio-
neer in the B2B arena, was first out of the gate in February.

Founded in 1995 as a single online business community, WaterOnline and VerticalNet
gained some early backing from Microsoft and the Internet Capital Group. The original Ver-
ticalNet strategy entailed developing content (with newsletter-like reports that are frequently
updated) and fostering communication ( through sponsored chat groups, bulletin boards and
the like). The model relied heavily on advertising sales, a business plan that already looked
dated by 1998.

So VerticalNet is now reinventing itself by building out an e-commerce infrastructure
that encourages users to conduct transactions on its sites. IBM signed on in October to help
build out e-commerce storefronts for VerticalNet members, and the following month acquired
electronic components exchange NECX. com. The move to e-commerce has already paid divi-
dends. The company shattered Wall Street’s first quarter expectations on April 27, report-
ing $27.5 million in revenues, compared to expectations of $ 18 million. The company pre-
dicts it will be profitable in 2001.

Ariba Arrives Online Business Trade Growth

In the summer of 1999, the B2B spotlight be- ¢4 (m%?glnps';ﬁn g and Electronics

gan shining on the top providers of software and 500
buyer-seller matching services to the sector. E-com-

merce platform companies Ariba and Commerce 400
One, for instance, saw triple-digit percentage gains 300

the days their shares went public. Along with seiling 4,

i L 1 R SR |
. 20006 200F 20028 2003€ 2004¢
software, these firms match buyers and sellers and c=¢stimate

earn a percentage of the deal every time a transaction takes place. It is this recurring revenue
that has seduced investors.

Ariba’s Operating Resource Management System is an end-to-end infrastructure, pro-
viding front-end software and back-end auction tools. In March of 1999, the company
Jaunched Ariba Network, an exchange that connects buyers and suppliers. Now, Ariba has
grown to more than 100 exchanges, including the soon-to-be-launched PetroCosm, an open
marketplace for the oil and gas industry that has been designed for Chevron. Ariba already
has an impressive list of clients who participate in exchanges, including: Brnstol-Myers
Squibb, Hewlett-Packard, Visa, Staples and MCI1 WorldCom.

Commerce One also has a popular procurement program, called BuySite, as well as a
trading exchange, called MarketSite. The company became a stock market darling when it

announced in November that General Motors would be taking an equity stake and that the




two would develop an online marketplace for the automaker. Within three menths, the ven-

ture became even more ambitious, as GM, Ford and DaimlerChrysler all agreed 10 merge
their exchange development efforts into one giant market for autes. (By January 2000,
Commerce One had yet another big brand in its pocket—Shell, which agreed to create an
electronic market for oil and gas. ) ;

Reverse Auctions

Solid Sales

As of early 2000, the concept of reverse auctions B2B Electronic Sales of Hard Goods
1000 ($billions)

began sweeping the country, and a Pittsburgh-based 800

600
400
200

Internet firm called FreeMarkets became a major
beneficiary on Wall Street. Its BidWare software al-
lows buyers to watch in real-time as suppliers under-

cut each other, seeking to fulfill orders.

FreeMarkets shares were offered initially at e=estimate
$ 48 on Dec. 10, but it ended Day One at $ 280. Source :Fomester Reserch
Behind the stock surge are numbers like these: Nearly $2.7 billion in deals were completed
at FreeMarkets last vear, and the site has 70 different auction categories.

But FreeMarkets certainly doesn’t have the reverse-auction world to itself. Even as the
firm was coming of age, the exchange model was being duplicated at dozens of smaller niche
sites. Scientists from SmithKline Beecham and Roche Molecular Systems learned to bid on
chemicals at Chemdex, for instance, which was since acquired by Ventro. com. And elec-
tronics makers started turning to FastParts, com when there was a component crisis in the
factory. Even farmers got in on the act, bidding on cattle at cows.com {now Farms.com).

Giants Jump in

The burgeoning electronic marketplace is not to mention the surge in B2B share prices
now has fully caught the attention of traditional enterprise software firms. Companies like O-
racle and SAP have established client relationships with most of the companies participating
in the new exchanges, and they are eager to exploit those relationships.

Oracle has been the most aggressive, announcing a joint venture with Ford to create Au-
toXchange on the same day as Commerce One’s GM announcement. The two projects have
cince been combined, meaning at least in this effort, Oracle and Commerce One are partners.
In addition, Oracle has a pact with two of the world’s largest retailers, Sears, Roebuck and
France Carrefour Supermaket, to create an exchange for the firms combined $ 80 billion
supply chain purchases. And Oracle has teamed with Chevron and Wal-mart to found retail-
ers MarketXchange, aimed at the $ 200 billion convenience store market.

German software maker SAP, the world’ s largest enterprise resource management soft-
ware firm, was caught a bit off-guard by the electronic exchanges. It launched its B2B prod-
uct, MySAP.com, in 1995, but has only recently managed to integrate its market-leading

software, called R3, with its e-commerce efforts. SAP recently lost a lucrative e-marketplace



contract with German automaker Volkswagen to Ariba, IBM, and software firm i2 Tech-
nologies—even though VW had been a key SAP customer for years.

Microsoft, the world’ s largest software maker, also came late to the game, but it is
fairly adept at playing catch-up. In addition to providing infrastructure software and consult-
ing services, the company has inked deals with VerticalNet, Healtheon/WebMD, and Hon-
eywell, and in late March it announced plans to build an aerospace and defense industry ex-
change with Raytheon, Commerce One, Lockheed Martin, and Boeing.

Not to be left out of the party, the big names in consumer e-commerce now are pushing
to establish a profitable presence in the B2B arena as well. AOL has a deal with Purchase-
Pro. com to roll out an electronic marketplace in the middle of the year. Meanwhile, Yahoo
and eBay are both focusing on the small-business arena; both have about 50,000 companies
signed up.

Battle for Partners

A furious battle for partnerships is in mid-swing. Mergers or relationships that boost
traffic are critical to B2B success—because auctions where no one shows up are useless. As a
result, the battle lines in this arena have been drawn with lightning speed.

Armed with the currency of skyrocketing public shares, in the waning days of 1999,
Commerce One, Ariba and VerticalNet announced major acquisitions, all aimed at extending
product offerings. Commerce One acquired CommerceBid. com, a developer of B2B auction
and reverse-auction service solutions; Ariba bought TradingDynamics and TRADEX Tech-
nologies, a B2B trading application developer; and VerticalNet gobbled up NEXC, a B2B ex-
change. Three months later, FreeMarkets took its own currency to market and announced it
would buy two surplus industrial equipment marketplaces, iMark. com and Surplus Record.

Commerce One has the strongest alliance and it traded away 20% of its equity to Gener-
al Motors ensure that status. Other Commerce One partners inciude Royal Dutch Petroleum
(Shell Gil), British Telecom, NTT Communications of Japan, Sesami.com, an arm of Sin-
gapore Telecom, and Cable & Wireless Optus of Australia. But Ariba’s alliances are also im-
pressive, enhanced by a recent pact with IBM and i2 Technologies to provide an exchange
service for Volkswagen. Others big names in the Ariba Exchange fold are Advanced Micro
Devices, Bristol-Myers Squibb, Kraft and Staples. The company also has partnerships with
Dell, Cisco, Microsoft and Visa.

The alliance game can be treacherous. These days, for instance, Ariba and Commerce
One are trying to determine if Oracle is friend or foe. Oracle CEO Larry Ellison has said his
company will flex its software muscle and have more functioning exchanges by the end of this
year, and its existing client list including Sears, Wal-Mart, Chevron and Ford should be
daunting to virtually any B2B player.

Threats to the Model

Can the exchange model hold? Even that hasic question remains unanswered in the B2B



