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Paper Summary

The emergence of business to business (b2b) exchanges on the Internet has been heralded by analysts, consultants, and the exchanges themselves as the ‘dawn of a new era’ in business operations.   Everywhere one looks, a new B2B exchange is appearing and claiming to be ‘transforming old paradigms’.  Given the current market capitalization of many of these exchanges, Wall Street evidently agrees with these rosy assessments. 

Despite the hype surrounding B2B exchanges, the fact remains that many still only serve limited roles when viewed in the context of the entire supply chain.  Specifically, many exchanges today only help to facilitate the transaction between buyer and supplier and only do so on very limited basis for comparison, namely price.   The potential for B2B exchanges to provide functionality throughout the entire supply chain extends far beyond this simple price formation exercise, however.   Many industry analysts and this research team believe that this is where true value will ultimately be unlocked. 

Conceivably, exchanges could help to coordinate demand, capacity, and inventory management, logistics systems, and even facilitate design partnerships to name a few examples.  The potential for B2B exchanges to move beyond transaction hubs and towards “Partnership Brokers” (to use a Forrester term) will hinge on a number of factors, including technology neutrality of the exchange platform, and, more importantly for the purposes of this paper, on the clockspeed of the industry in the supply chain.  

Throughout the paper we will test our running hypothesis: B2B hubs offering buying and selling transaction capabilities alone will not increase the clockspeed of industries.  However, those offering products and services encompassing the components of clockspeed (i.e. those focused on product, process, and supply chain), will lead to faster clockspeed evolution in the industries they serve.

By examining the experiences of one exchange mechanism that includes supply chain functionality, i2’s tradeMatrix, we intend to investigate this theory.   We hope to get a glimpse of the future of B2B and thus, of supply chain management by looking at i2’s tradeMatrix system and asking the following questions: 

∑
How has the tradeMatrix platform evolved?

∑
To what extent is supply chain management functionality important to i2 customers in this evolution?  

∑
With tradeMatrix as the basis of MyAircraft.com (MAC), where is MAC positioned in the evolution of B2B exchanges?
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Section I: Industry Overview and Theory Development

In this first section of the paper we analyze the tremendous growth in the business-to-business (B2B) e-commerce sector.   Industry trends are assessed and a theory of a three-stage evolutionary progression in B2B is put forth.  

B2B is Growing Quickly

The explosive growth in B2B net markets is well documented.  Indeed, as the charts below show, analyst firms appear to be racing each other to predict greater and greater numbers of B2B net markets and volumes of transactions.
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Recent developments in the B2B area indicate that the number of marketplaces with large corporate buyers as sponsors is increasing.   Whereas before only independent net market makers (e.g., Chemdex) were launched, now huge conglomerates of large buyers are appearing, as the table below demonstrates.  

B2B Trading Hubs with Large Buyer-backers Proliferate

Name
Industry
Players
Tech Partner
Launch Date

Petrocosm
Energy
Chevron, Texaco
Ariba
1/19/00

Unnamed
Auto
DaimlerChrysler, Ford, General Motors
CommerceOne, Oracle
2/25/00

MyAircraft.com
Aerospace
Honeywell, United Technology Corp.
i2, Ariba, IBM
3/00

Unnamed
Aerospace
Boeing, Lockheed Martin, Raytheon, British Aerospace
Commerce One
3/00

Source: Wall Street Journal various dates, Industry Standard 3/24/00.

B2B Innovation is Increasing Rapidly also

The pace of technological innovation in the B2B marketplace will keep up with the growth in B2B e-commerce volume.  The explosion of IPOs for B2B technology companies and the rush of venture capital earmarked for B2B ventures are two indicators of this future technology growth.  

As we can see in the chart to the right, both of these indicators have been increasing precipitously over the past two years.  Preliminary data on 2000 indicate that the rate of growth in Venture capital has continued unabated.  Current Nasdaq fluctuations, however, have slowed the pace of IPO activity, at least in the near term.  

B2B Software Trend: Consolidation and Niche Players

Just as the number of net markets is increasing, the software providers servicing B2B are consolidating.   Indeed, the past three months have seen many large B2B software players snapping up technology components as they move to provide ‘full solutions’.  The largest software deal in history, the acquisition of Aspect Development by i2 Technologies, was motivated by the need to provide a ‘complete’ B2B solution that provides all functional aspects of the B2B experience.  And i2 is not alone; many of the major software vendors have acquired additional companies to try and provide all of the services needed to run a B2B exchange. 

Large B2B Software Players Buy Component Technologies, 1/1/2000-3/20/2000

Player
Company Acquired
Functionality

Ariba
TradeX, Trading Dynamics
Dynamic Pricing

Commerce One
Mergent Systems
Content Management

ICG
Rightworks
Procurement Platform

i2
Aspect Development
Content Management

VerticalNet
Tradeum
Dynamic Pricing

Source: Publicly available information.  

There are many types of functionality needed for a B2B Net Market solution, and many vendors provide a piece of this overall solution.  The fast pace of innovation already noted above has contributed to the proliferation of a host of niche players.  These software vendors, such as the ones named in the table above, will continue to expand and gain share across marketplaces.  Partnerships and alliances are critical for these firms to establish relationships and sales channels with the large marketplaces (e.g., MyAircraft.com) and software vendors (e.g., Ariba) that are emerging.  
Trends in B2B: A Three Stage Evolution of Net Markets

The movement to provide ‘full-package-solutions’ reflects the strategic realization that B2B systems are evolving to provide more and more mission-critical functionality to business.  As the table below summarizes, current B2B Net Market models, as described in Phase I, are just the beginning of the value creation from B2B e-commerce.  Industry analysts and these authors believe that net markets will evolve into enablers of more interconnected and dynamic supply chain relationships and as the Net Markets evolve through these three phases, they will encompass more drivers of industry clockspeed.

Net Markets Evolve In a Three Stage Process

Market Type
Potential Value Proposition
Functionalities Needed to Execute Value Proposition

Phase I

Process Oriented
∑ Lower cost of goods from new forms of pricing (e.g., auctions)  

∑ Reduced transaction costs

∑ Decreased search costs for buyers/suppliers


- Price Setting (auction, exchange)

- Transaction Processing (e.g., credit verification)

- Catalog Data Management

Phase II

Process and Supply Chain oriented
∑ Transaction automation improves speed of processes for greater efficiency

∑ Seamless information exchange between partners lowers transaction and business costs further

∑ Markets capture and utilize new data streams (e.g., quality) for better matching between partners

∑ Workflow, collaboration and other tools create new work methods

∑ Net Markets incorporate Supply Chain planning tools as a service to the customer


- Intelligent interfaces for ‘plug and play’ data exchange between partners and markets

- Agent technologies search for partners across markets

- Multi-attribute models emerge for transactions (i.e., movement beyond price-only markets)

- Workflow and collaboration tools connect partners using markets

ASP offering to customers for supply chain planning software

Phase III

Product, Process Supply Chain and oriented
∑ Net markets interconnectivity lowers search costs to zero

∑ Data from market flows becomes valued asset

∑ Net Markets incorporate of dynamic supply chain and product development solutions


- Dynamic market interfaces enable automatic cross-platform transactions and relationships 

- Data aggregation engines collect and analyzes information for decision support

 “Virtual” supply chain management and product development capability enables further integration with suppliers

Sources:   Forrester Research, Brokered Partner Integration, 1/00; Forrester Research, Hands Free Procurement, 1/00; NerveWire, Inc. Documentation 2/00; Ackerman, Kanner, Stieler Analysis.

A Theory: Industry Clockspeed Will Determine the Progression of Exchanges Transition from One Phase to Another

These authors believe that the timing of the introduction of greater and greater supply chain functionality in B2B e-commerce (i.e., movement through the phases above) will result in industries achieving greater Clockspeeds.
   By analyzing the impact of B2B on the three components of Clockspeed (e.g, process, supply chain, and product) we can see that B2B e-commerce will increase the Clockspeed of companies that use it.  Each Clockspeed component (including organizational impact as a subcomponent of process) is discussed below along with associated observations.

How does B2B increase process Clockspeed?

∑
Increases efficiency by removing paper based transactions (instantaneous, simultaneous)

∑
Changes the way decisions are made, rules based decision making -- increases speed at which decisions will be made -- electronic decision support; users spend more time on strategic vs operational decisions -- due to automation

∑
Broader reach for more detailed information.

∑
Information search costs decline.

∑
Maverick buying decreases -- this improves operational efficiencies

∑
Improved process transparency = improved management oversight which helps to improve the above

How does B2B increase organizational Clockspeed?

∑
Decreases need for organizational integration -- increases need for modularity

∑
Introduced an entirely new organizational power/political structure -- emergence of "ebusiness" function 

∑
Pushing strategic decision making into the ranks -- cut out not strategic decision makers

∑
Encourages repeated-game thinking-  More of an incentive to become honest

∑
Facilitates 3D concurrent engineering -- evolution of these three things together.

How does B2B increase supply chain Clockspeed?

∑
Sourcing (i.e. Make/Buy) decision is facilitated by improved information flow.

∑
Supplier selection is easier due to lower search costs. 

∑
Relationship design

∑
Logistics System design

∑
Inventory Management policies

∑
Supplier Management

∑
Supply Chain Architecture

How does B2B increase product Clockspeed?

∑
Improves product development and customer feedback loop 

∑
Eliminates "coordination inefficiencies" in supply chain as Supply Chain can be "orchestrated" today and in the future

∑
Ability to tap into latent demand -- potential to talk to a new customer -- he might be part of the hub -- expands universe of customers which = more opinions = more feedback = better product (faster and potentially more)

∑
Lowers total cost of product development

∑
Supplier contract times decrease (e.g. RFQ exchange)

What Problems might hinder the growth of B2B e-Commerce? 

∑
Security (cultural)

∑
Trust

∑
Reduced loyalty and encourage opportunism  (short term behaviors) vs. long term

∑
Technology problems -- legacy and back end systems integration, content management issues, viruses

∑
Higher risks -- costs Ford $100,000 a minute so what if Ford is shut down?  

Section II: Our Case Study: i2 and tradeMatrix

In this section we will profile the company i2 and the development of its product offerings in supply chain management. We will then describe the firm's move to offering B2B solutions and position the firm against other players in the B2B space.

From production planning to supply chain planning

Sanjiv Sidhu and Ken Sharma founded i2 in 1988 with the ambition to improve operations planning as it related to production planning and materials requirement planning. The founders wanted to differentiate their offering from competing production planning software by emphasizing accounting for capacity and materials constraints simultaneously rather than sequentially. Competing software solutions at that time used the latter approach and did not deliver the desired levels of optimization. 

The founders successfully developed their first software product for a steel manufacturer and managed to grow sales strongly in subsequent years, from $8 million in 1993 to about $214 million in 1997. This strong growth was aided by two main factors. First, industrial companies started to place more emphasis on the need to improve operational effectiveness through better inventory management and product availability, and thus created demand for new production planning tools. Second, advances in computing and networking technology (e.g. lower cost for memory, faster processors, distributed computing) created an environment conducive to the cost effective implementation of complex algorithms and optimization techniques, such as those developed by i2.

In subsequent product development efforts i2 decided to expand the scope of its planning software from production planning and materials requirement planning to entire supply chain planning. The term supply chain planning refers here to demand forecasting and the subsequent planning of procurement, production, transport, and distribution. In order to add the missing capabilities quickly, the company acquired several specialist software companies, such as those for demand planning, factory scheduling and logistics. The result was a modular yet integrated supply chain software package called RHYTHM. RHYTHM provided decision support functions on different levels (buy, make, move, store, and sell) and for different planning horizons, ranging from scheduling and operational to tactical planning horizons.

RHYTHM essentially consisted of 5 modules, extending the scope of i2's decision support software beyond factory planning. RHYTHM supported operational and planning decisions on the aggregate supply chain level and incorporated sub-modules, which each in itself modeled and suggested optimal decisions within the frame set by the aggregate supply chain planning module. The following is a brief synopsis of these 5 modules.

∑
Supply chain planner. This module extended the planning capabilities embedded in the factory planner to the entire supply chain and over a longer planning horizon. It provided information to decision makers as to what quantities of intermediate and finished goods to purchase, produce, store, and ship in order to meet customer demands and inventory targets.

∑
Demand Planner. This software module consolidated different sources of data and generated a demand forecast, using a combination of historical data, causal variables, and strategic plans.

∑
Distribution planner. This module determined logistics plans according to the results of the supply chain planner.

∑
Transportation planner. This module aimed at planning the transportation resources needed to deliver the quantities as determined by the supply chain planner. The objective of this module was to keep the deadlines and to reduce costs.

∑
Factory planner. In order to improve operational efficiency, factory planner optimized short to medium term procurement, production, materials handling, and capacity planning.

From supply chain planning to B2B platforms - becoming the 'Intel Inside' of B2B exchanges

Hewlett Packard asked i2 in 1999 to help set up a web-based network, in order to create a forum where PC manufacturers could interact with their suppliers and track the flow of parts in the supply chain. Following this request, i2 realized that it could play a bigger role in B2B electronic commerce if it expanded the functionality of its transaction-oriented supply chain software. Given the business opportunity that this presented, the firm started to sign alliances with other players and made acquisitions in order to get access to complementary technology, infrastructure, and content. By choosing an open, web-based platform, i2 allowed for a wide participation of leading partners (see below).

Acquisition target


Type of agreement
Focus of added functionality

IBM e-business solutions
Acquisition
Consumer goods and e-retail solutions

Ariba
Partnership
Procurement of indirect parts, end-to-end solutions for B2B commerce

Aspect Development, Supplybase
Acquisition
Content management, design, sourcing for standard and custom materials

Siebel Systems
Partnership
Personalization through customer centric e-business applications

E.piphany
Partnership
Increased customer loyalty through personalized interactions

Netmosphere
Partnership
Project collaboration and communication

Smart Technologies
Acquisition
Web front-end technology

Siemens IT Services
Partnership
Management of services for IT infrastructure

InterTrans Logistics
Acquisition
Transportation and freight planning

Optimax systems
Acquisition
Demand planning

Think systems
Acquisition
Demand planning

___________________________________________

Source: WSJ, March 13, 2000 and other trade journals

The result of these deals was the B2B platform tradeMatrix. TradeMatrix can handle diverse workflows and market mechanisms between customers and suppliers, allowing for the timely and cost effective development, ordering, procurement and fulfillment of direct and indirect parts. It allows for technology-neutral access to the electronic marketplace - customers and suppliers simply use commercially available browsers to access and engage in transactions on the exchange. The graph below illustrates the functionality of TradeMatrix:
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Following a brief description of the functions of TradeMatrix:

∑
Planning. This over-arching function allows all participants on the exchange to better manage the complexities of their dynamic environments without sacrificing customer service or profitability. This function allows them to better allocate resources to capitalize on market opportunities.

∑
Product development. This function provides a planning hub for internal development projects, market feedback, and customer collaboration. Product managers and product developers quickly gain new insights and streamline collaboration with trading partners.

∑
Procurement. These services offer buyers a very broad catalogue of products and services for direct and indirect needs by spanning the existing digital marketplaces. TradeMatrix also uses advanced optimization and execution capabilities, consolidating the buyer's requirements to significantly reduce total purchase cost and make sure that items are available and delivered on time.

∑
Commerce. This functionality expands market presence by exposing commerce in one marketplace to all potential buyers.

∑
Fulfillment. This service helps both buyers and sellers improve responsiveness and agility by improving planning and execution.

∑
Retail. This function helps retailers to more effectively plan and shape demand. It ensures the right products are available at low inventory levels.

∑
Customer care. This service provides after sale support information (online documentation, FAQs, troubleshooting support) and allows customers to research, order and schedule customer service. 

___________________________

Source: http://cm.tradematrix.com

The acquisition of Smart Technologies was an example of how i2 added new technology to its existing core of supply chain software. Smart Technologies had developed front-end technology that allowed the tradeMatrix portal to be accessed from web browsers. Acquiring rather than developing this technology itself allowed i2 to quickly make the move from proprietary networks to the open Internet standard.

In contrast, the recent acquisition of Aspect Development was more driven by i2's desire to get access to content. Aspect Development assembled product databases containing about 17 million parts from over 7,000 manufacturers. As a result of the integration into TradeMatrix, users can now access a plethora of parts information that allows them to make speedier decisions in their product development efforts.

With tradeMatrix, i2 created a portal that offers value-added services to buyers and sellers alike, across multiple digital marketplaces. Leveraging i2's knowledge in optimization, tradeMatrix uses advanced optimization and execution capabilities to improve decision making for every participant in the value chain. Examples for such value added services are:

∑
Multiple line item consolidation across multiple vendors

∑
Integrated logistics services including optimized cost calculations and order tracking for multiple line item orders

∑
Real-time integration with back-end fulfillment processes

∑
Aggregation across multiple marketplaces and sites

∑
Support of strategic partnerships through collaboration processes

∑
Management of design processes

___________________________

Source: http://cm.tradematrix.com

Following the introduction of the tradeMatrix platform in October 1999, leading players in the automotive, aerospace, high-tech, consumer goods, apparel, timber, medical, and logistics industry started to tailor the tradeMatrix platform to industry-specific marketplaces. These exchanges focus on the needs of industry-specific participants and are tailored to the specific business processes in that industry. However, the same tradeMatrix engine powers them. Examples of recent industry-specific exchanges are:

Portal name
Scope

HomeElectronicsMatrix
Consumer electronics, consumer durable

ATT Canada Marketplace
E-business solutions for the Canadian marketplace

HightechMatrix
Semiconductor, computer, electronics

FreightMatrix
Freight, logistics

SoftgoodsMatrix
Apparel, footwear, home furnishings, floor coverings, textile

eServiceMatrix
Spare parts, service personnel for oil & gas, aerospace, telecommunications, automotive, home appliances

MyAircraft.com
Aerospace products and services

iStarXchange
Automotive aftermarket, OEM parts

______________________

Source: http://cm.tradematrix.com

Analysts across the board welcome the formation of these electronic marketplaces as they allow the participants to improve the reliability of forecast, react faster to customer trends, and cut inventories. The bottom line effects for participants can be substantial, leading to both cost savings and improved service levels, thus higher profits.

The rapid proliferation of the exchange platform tradeMatrix opens the door for i2 to change its revenue model: instead of charging only software licensing fees to the operators of the exchange, the company anticipates that they will be able to charge an up-front fee for the software plus a royalty for each transaction conducted. As a result, i2's stock price has soared in recent months.  I2's revenues are forecast to grow 32% in 2000, to reach $750 million - the company's vision is to add $50 billion in value to its customers by 2005.

Source: Dow Jones Interactive

Competitive positioning of tradeMatrix to other exchange platforms

I2 is considered by many industry participants and stock market analysts to be the broadest and most comprehensive platform for B2B exchanges. In fact, the proliferation of tradeMatrix as underlying platform in many industries could give i2 an advantage as it can generate economies of scale and synergy through cross-connecting the industry-specific exchanges, where appropriate.
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Source: industry interviews

For example, participants in disparate exchanges such as aerospace and apparel should be able to benefit from having both access to the same providers of logistics services and suppliers of indirect parts (such as office supplies, furniture, office equipment, etc.). Having access markets to logistics services and suppliers of indirect parts increases volumes and thus reduces costs.

Numerous competing providers of B2B exchange platforms and new exchanges for focused marketplaces (such as poultry, snack foods, and farm supplies) emerge weekly, often steered by the industry's leading corporations. Among the more widely known provider of B2B exchange platforms are CommerceOne, Oracle, and Ariba.
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One way to segment providers of B2B exchange platforms is to differentiate them along 2 dimensions: (1) the level of the supported processes and (2) type of underlying components that are traded (see graph below).

__________________

Source: industry interviews

At a first glance, i2 appears to have established a solid and broad position in this space, through the development of tradeMatrix and the partnerships and acquisitions. tradeMatrix supports a wide spectrum of sourcing decisions for direct and indirect parts. It also supports processes of high strategic relevance. For example, supporting product development through collaborative product planning, sourcing, design, and development can be regarded as a rather strategic process.

While we have not conducted an exhaustive screening of competing players we found some evidence that CommerceOne and Ariba are more focused on indirect parts sourcing rather than on direct parts procurement. Also, both players do not appear to aim for the same level of support for strategic processes as tradeMatrix does. On the other side, we also need to recognize that the landscape for B2B exchanges evolves rapidly, as this is a very nascent industry. Consequently, the number of players and their positioning could change rapidly.

Future in B2B Platforms and Providers

Currently, buyers and sellers do not yet utilize electronic marketplaces to the extent as the graph above might suggest. This is in part due to the fact that tradeMatrix and other competing platforms are not yet fully operational. Once these platforms are fully operational, buyers and sellers will need to adapt their organizations, to enjoy the full benefits of “collaborative commerce”, spanning a multitude of traded components and processes of varying strategic importance. 

In fact, some industry observers such as the Gartner Group, believe that collaborative commerce (where B2B exchanges act a 'partnership brokers') is still about three to four years away. In the near term, however, companies are believed to use electronic marketplaces primarily to purchase indirect goods such as office supplies rather than direct parts.
 

New, heavyweight players have recognized the importance of B2B platforms and are poised to boost their position in this business. For example, in 1998 Oracle, a trade partner of i2, recognized i2 would evolve into a significant competitor in the B2B platform business and consequently dropped the support for i2's products in 1999.  Oracle then decided to enter the business for supply chain software itself developing its own suite of solutions for B2B exchange platforms. Other major players trying to gain a greater role in this space in the future include Microsoft, SAP, and Baan.

Section III: MyAircraft.com

Returning to our framework introduced in section 1 - assessing the impact of B2B exchanges on industry clock speed - we think that i2 will become a leading provider of solutions for 'collaborative commerce' once tradeMatrix has become fully operational and prospective users have adapted their processes and organizations. 

As discussed in section 1, collaborative commerce will increase industry clock speed as it impacts product, process, and the supply chain components throughout the evolution of B2B Net Markets. Consequently, we believe that B2B exchanges like I2's MyAircraft.com (built on the tradeMatrix platform) are best positioned among current competitors to increase industry clock speed.

This section of the paper will profile MyAircraft.com (MAC) and link it to our hypotheses on B2B evolution.  We chose the MAC exchange because it is furthest along our three-stage continuum of B2B development.  To establish this position in our continuum, we will first look the product background and then a description of the MyAircraft.com site.  Next, we will show how the functionality held by MyAircraft.com places it in and pushes it out of Phase I and into Phase II while positioning to easily enter into Phase III.  This evolution is due to the technologies underpinning MAC, i2's tradeMatrix, which we also review.   We close with a discussion of how the functionality provided by MyAircraft.com may increase the clockspeed of the aerospace industry, thus providing a testing ground for our hypothesis about B2B.  

MAC Background

Recently announced, MAC will be a public and neutral exchange in the aerospace industry for OEMs and Suppliers, Aircraft Operators and Airline Repair Centers.  MyAircraft.com is expected to deliver value to all aerospace industry segments including Commercial Air Transport, Regional Air Transport, Defense and Space, and Business and General Aviation sectors.  

The site is being developed by i2, Honeywell and United Technologies and each partner will own 20%, 40%, and 40% of the marketplace respectively.  I2 will build the site on its tradeMatrix platform. 
   The launch date for the exchange is unknown but will probably occur within the next six to nine months. 

The idea for the site stemmed from the fact that Honeywell and UTC noticed the industry had over $50B in spare parts “laying around”.  The industry only needs around $10B in spare parts to operate.  Knowing this, the two decided to develop a solution to solve this problem.  They looked to leverage i2’s product offerings and consequently were able to craft a solution that goes far beyond spare parts control.

MyAircraft.com promises to provide a new business model for exchanges.  According to i2, MAC will be:

…an efficient trading and personalized customer service management solution powered by highly optimized supply chains and based on fulfillment "On Demand" and "When Needed". For buyers, MyAircraft.com will become the definitive online source for aerospace parts and services, with the advantages of real-time vendor interaction; personalized tools, promotions and services; and access to a global marketplace with information regarding local reliable fulfillment. In a market that is highly fragmented, sellers will gain immediate access to many new and geographically distributed buyers at minimal incremental cost.
MAC Description

MAC’s product offerings will initially include trading, e-procurement, supply chain management, technical data management and community interest services that allow constituencies to improve business performance.  

Trading and eProcurement

Customers will be able to exchange information to provide real time feedback ensuring accurate demand and supply information on parts and services (direct and indirect) over the exchange.  Functionality will include auction, reverse auction, RFP, RFQ, and the ability to build a shopping cart through the use of shared catalogs.  Customers will be able to perform complex catalog searches and real-time price checks.  Traders will experience real-time vendor interaction and negotiation as well as access to local and reliable order fulfillment and tracking capabilities.

Supply Chain Management

SCM services offered on the exchange will enable inventory management and parts planning.  This offering will help plan and manage parts and services including the spare parts network and scheduled repairs.  Both will be offered through an ASP model on MyAircraft.com.

Inventory management is designed and offered to enable customers to maximize return on assets. This service forecasts spare parts requirements and then optimizes service budgets and inventory deployments across the spare parts network.  The spare parts network hopes to “carry” optimal spare parts inventories required across the entire industry.  In essence, the entire industry will jointly manage and optimize spare parts inventories hoping to cut over $40B in working capital industry wide.

Parts planning will enable “accurate” demand forecasting and optimal materials planning, production scheduling and collaboration.  This service will enable customers to see future impacts of parts shortages.  Participants will have the ability to collaborate to minimize delays, reduce WIP inventory, and increase parts ordering efficiency and accuracy.

Technical Data Management

Specific to the aerospace industry, access to technical experts and technical documents for parts ordering is necessary because buyers need to check parts specifications and histories before ordering.  For this reason MAC is offering technical data management services.  These include access to distance learning and technical experts, customizable document revision management and a full technical reference library.

Community Interest Services

Finally, community interest services will be offered to participants of MAC.  MAC customers will have access to personalized industry information as well as chat and discussion boards and job postings.

MyAircraft.com’s evolution as a B2B exchange

With the development of tradeMatrix, i2 has built a platform that enables them to quickly evolve into providing Phase III B2B solutions far ahead of other providers.  This will impact not only business processes of participants, but also entire industry clockspeeds.  

As seen in the table below, each successive phase of Net Markets incorporates a portion of each of the elements that make up industry clockspeed.  As i2 integrates these modular solutions into its market places, industries will begin to react quicker to market and customer demands resulting in leaner industries, faster product cycle times, and faster industry clockspeeds.

______________________________

Source:  Ackerman, Kanner, Stieler Analysis

MAC from Phase I to Phase II

Through its Trading and eProcurement solutions to the aerospace industry, MAC matches the ability all of today’s Net Markets. By offering order fulfillment and management capabilities, MAC is on the leading edge of Phase I players (seen in the below graph)

However, MAC extends beyond Phase I and into Phase II by enabling all participants to efficiently and optimally manage their ultimate core competency: the Supply Chain. 

MAC’s supply chain management capability further strengthens process efficiency capability in not only sourcing and procurement but also in operations and organizational efficiency.  If correctly utilized, MAC could help customers further control inventory, resource, and maintenance planning and management.  Moreover, participants will be forced to change organizational processes, policies, and structures in order to take full advantage of the potential value creation through the implementation of these solutions.  


It is at this stage, that B2B ecommerce begins to unlock the true value of lowering total cost and increasing supply chain and process clockspeeds of participants leading to temporary competitive advantages for the members of MyAircraft.com.  The following table, taken from Section 1, shows how tradeMatrix pushes MAC from Phase I to Phase II and sets them up to enter into Phase III.

MyAircraft.com’s Three Phase Evolution

Market Type
Potential Value Proposition
Proposed Solution incorporated in MyAircraft.com

Phase I

Process Oriented
∑ Lower cost of goods from new forms of pricing (e.g., auctions)  

∑ Reduced transaction costs

∑ Decreased search costs for buyers/suppliers


 - MAC will offer robust trading and eProcurement products and services, as described above, to achieve these goals

Phase II

Process and Supply Chain oriented
∑ Transaction automation improves speed of processes for greater efficiency

∑ Seamless information exchange between partners lowers transaction and business costs further

∑ Markets capture and utilize new data streams (e.g., quality) for better matching between partners

∑ Workflow, collaboration and other tools create new work methods

∑ Net Markets incorporate Supply Chain planning tools as a service to the customer


 - MAC will offer fully automated transaction fulfillment and order tracking

 - MAC will offer workflow and collaboration tools to handle diverse workflow and market mechanisms among constituents

 - MAC will offer Suppy Chain Planning and management tools

Phase III

Product, Process Supply Chain and oriented
∑ Net markets interconnectivity lowers search costs to zero

∑ Data from market flows becomes valued asset

∑ Net Markets incorporate of dynamic supply chain and product development solutions


 - the tradeMatrix platform enables market interconnectivity

*i2s current product offerings include data mining and product development.  Once there is customer demand, tradeMatrix will facilitate integration of these products into MAC.

Sources:   Forrester Research, Brokered Partner Integration, 1/00; Forrester Research, Hands Free Procurement, 1/00; NerveWire, Inc. Documentation 2/00; Ackerman, Kanner, Stieler Analysis.

MAC in Phase III

In Phase III Net Markets, Net Market interconnectivity lowers search costs to zero, data from the market place becomes a valued asset, and the ability to incorporate product develop in the supply chain becomes necessary in achieving even greater temporary competitive advantage.

As described in section 2, i2’s tradeMatrix enables them to cross-connect seamlessly with other industry market places taking advantage of economies of scale and synergies between industries.  Furthermore, i2 already possess data mining and the product development products that could be incorporated into MAC.  More importantly, tradeMatrix’s open architecture would enable i2 to easy integrate these offerings into its platform.  

MAC’s effect on aerospace clockspeed

The below diagram depicts MAC’s dynamic reinforcement of Clockspeed driver’s on the aerospace industry.

MAC will enable customers to integrate supply chain and product development management across the entire supply chain and not just between OEMs and their suppliers.  It will enable market participants to maximize procurement, operations, maintenance, and product development process efficiencies by tying product development and business processes into supply chain management.  This will ultimately lead to increased efficiencies in the market place leading to increased product cycle times leading to increased competition among industry players.  Increased competition will drive more players to MAC resulting in overall industry gains.  Industry leaders will demand new process, product and supply chain capabilities from MAC, forcing i2 to innovate into Phase IV Net Markets.

Conclusion

Through the development of its tradeMatrix product, i2 has pushed the boundaries of B2B marketplace development.  If they are able to execute on their plan for MyAircraft.com, they could be years ahead of competition (but what will happen to their industry’s Clockspeed?).  

I2 has realized that true value will ultimately be unlocked when exchanges can provide functionality throughout the entire supply chain and not solely through simple procurement transactions.  As they strive to provide functionality to enable Phase III marketplaces, they will no doubt supply industry players with the process, product and supply chain management tools to change industry dynamics and increase industry Clockspeeds.

� For the purposes of this discussion, supply chain is seen holistically, (i.e.,. earth to customer).


� Ackerman, Kanner, and Stieler brainstorming session, 3/00  


� Lecture Notes, Professor Charlie Fine


� Analyst Kash Rangan, Robertson Stephens


� The Wall Street Journal, "Suddenly is stands poised to battle Oracle", March 16, 2000


� Interview with Nezad Lomagora, head of Business Development for MyAircraft.com


� Interview with Nezad Lomagora, head of Business Development for MyAircraft.com


� Note: the following product descriptions were taken from http://www.MyAircraft.com
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