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1. Executive Summary (Our focus  - XML / Retail Industry -) 
Technology: XML – Extensible Markup Language

Industry: Retail industry

Focusing: Value chain between suppliers and retailers

In terms of E-Commerce, many people think about B2C business model such as Amazon.com. Established in 1995, Amazon.com has brought not only the innovation to the structure of bookstore supply chain, but also new business model to the WWW based companies.  However, this business model heavily depends on user operations (Consumers) through Internet browsers. 

We are focusing on the new generation of e-commerce business model, B2B world. In this world, companies are dealing with relatively less entities (comparing the number of suppliers with that of customers) and huge volume per transaction. They can reduce purchasing costs by finding the best suppliers via Internet effectively. Furthermore, they can minimize maintenance cost of information system by implementing standardized and relatively cheap technology. XML is the key to achieve this ambitious goal. Currently EDI dominates B2B world, but not all companies can afford to implement and use this technique because of the lack of knowledge and the budget constraint.

B2B e-commerce will be attractive to almost any business. However, our focus will be the retail industry (mainly Wal-Mart) because their business is changing dramatically due to the increasing Internet users. As we know, Wal-Mart has already applied B2B business model long time ago using EDI and provided e-store on their homepage since 1999. In such a rapidly changing business, we are going to assess the impact of XML.

2. Description of the Technology
- Technical description

XML, a way to code documents for easy transfer between applications, is widely seen as a key enabling technology for e-commerce in the future. Today's HTML-based Web just can't provide the flexible searching and data exchange that format-neutral XML conveys. However, the World Wide Web Consortium's (W3C) XML 1.0 specification, now more than 1 year old, hasn't been powerful enough to grease the wheels of e-commerce. Trading partners still have to agree on what each XML-based business document will look like in order to ensure the smooth exchange of information online.

Perspective from Technology:

XML vs. HTML:

HTML led to the revolution of on-line publication.  It is an effective language to define the layout of documents.  As the potential successor of HTML, XML is about to revolutionize B2B electronic commerce via the language’s strong ability to define the content of documents.

XML vs. EDI:

EDI is currently the mainstream technology in the information exchange between disparate applications.  EDI automates document exchange by using document standards and maps.  The main problem with EDI is that is requires more technical skill than many small companies can afford.

XML, as a language defining the content, makes it possible for external programs to interpret the information contained in the document, thus speeding up the document flow between and within businesses.  It is far easier to understand than EDI.  However, considering the existing companies’ large amount of investment in EDI, XML will act as a facilitator to the current EDI systems rather than a terminator.

Difficulties, disadvantage, expected problems to use XML:

Requirement of faster network:

Greater Bandwidth is required to use XML because of the easy-but-heavy-loaded information exchange between companies.  The following example illustrates the syntax differences between an XML purchase order and an EDI (ANSI X12) purchase order.

XML:

A Simple XML Purchase Order (no DTD)

<order>

<order-no>654321</order-no>

<order-date>980322</order-date>

<ship-to>

<DUNS="6147937221">

<address>

<address:name>Dave Wilkinson</address:name>

<address:address1>123 W Main St</address:address1>

<address:city>Columbus</address:city>

<address:state>OH</address:state>

</address>

</ship-to>

<bill-to>

<DUNS="8580828442">

<address>

<address:name>Sterling Commerce</address:name>

<address:address1>4600 Lakehurst Ct.</address:address1>

<address:city>Columbus</address:city>

<address:state>OH</address:state>

<address:zipcode>43019</address:zipcode>
</address>

</bill-to>

<item>

<item:identifier>

<item:SKU>123456789</item:SKU>

<item:UPC>987654321</item:UPC>

<item:name>A Real Big Fast Computer</item:name>

</item:identifier>

<item:quantity>1</item:quantity>
<item:unit>EA</item:unit>

<item:price>3299.99</item:price>

</item>

</order>
EDI:

A Simple EDI Purchase Order (ANSI X12 format)

BEG*00*NE*654321**980322~

N1*ST*DAVE WILKINSON*1*6147937221~

N3*123 W MAIN ST~

N4*DUBLIN*OH*43228~

N1*BT*STERLING COMMERCE*1*8580828442~

N3*4600 LAKEHURST CT~

N4*DUBLIN*OH*43019~

PO1**1*EA*3299.99**UP*987654321*VC*123456789~

PID***A REAL BIG FAST COMPUTER~

CTT*1~

The XML purchase order is easier to understand but it is also much longer than the EDI order (855 versus 255 characters). Complex XML documents with imbedded DTDs will be even more verbose than this simple example. It will demand greater bandwidth and communications capability when moving such data between business systems.
Need to standardize message definitions like EDI:

Industry groups designing their own DTDs or Schemas are proliferating like mushrooms after the rain. Currently, a multitude of industry groups are defining DTDs (Document Type Definitions) and Schema, thus, standardization has become a problem. The W3C, which doesn't formally consider itself a standards body, expects to soon complete its XML Schema specification, which should provide a baseline for XML document interoperability from application to application. Meanwhile, Microsoft has rushed ahead of that effort with its XML Data Reduced (XDR) Schema, which may be on its way to becoming a de facto standard. 

- Managerial description

Automation and cost reduction:

XML will automate the supply chain management, lower operational cost, and accelerate receivable. XML will be the key technique because it can support machine-to-machine communication. Unlike browser-based system, B2B system does not require intensive human resources. By automating daily operation, retail industry, who are enjoying the power of XML and B2B e-commerce can reduce operation costs significantly. Furthermore, by letting vendors like P&G monitor and control (reorder/stock) actual inventories in stores by themselves, both companies can make more profits.
Better and easier communication:

XML will make the search for new suppliers or clients more efficient due to its mark up tag.

Wal-Mart began e-store (B2C) on their home page from 1999. The biggest benefits of XML are its easiness to understand and less implementation cost. Therefore, more small or limited resource companies will be able to join the net of B2B world. As a result, more selections and intensive communication are available. The e-store also helps Wal-Mart increase sales time (24 hours a day, 7 days a week) without increasing sales costs. If they succeed in utilizing intensive information technology and electrical communication, they will potentially make huge profits.

Not a new concept:

B2B (EDI) is not a new concept. It is accomplished by using VANs or supply chain network. EDI is related with ERP to minimize the cost of running business. Wal-Mart has concentrated on Information Technology to make efficient supply chain. They have already built B2B system by using EDI.

3. Assessment of the impact of the Technology
Assessment of the impact of XML

More companies can easily join B2B world:

Many large corporations, such as Wal-Mart, Mobil and General Motors, require their trading partners to use EDI documents for certain business transactions. Even though EDI data can be captured through Web forms these days, EDI is still considered time-consuming and expensive to deploy between trading partners. There are already signs that XML may usurp EDI's role in e-commerce. The most attractive advantage of XML is its easiness to understand and relatively less implementation cost compared with EDI. As a result, smaller companies with attractive products can join B2B world and supply their products without huge investment and intensive software development. 

Risk loving / averse:

The technology evolution must be accompanied by organizational changes. More often than not, companies focus too much on technology without thinking about the organizational changes that need to occur. In the end, it’s not just about technology, it’s about a fundamental change within the organization. Companies often overlook this. As a result efficiencies are lost, unnecessary problems created and the company becomes buried in the day-to-day fires of the stop-gap commerce solution. 

Furthermore, on the road of technology upgrading, many companies have a fear of getting it right the first time. With a larger investment at stake when integrating from the beginning, companies are simply afraid to take the risk until it becomes self-evident.

It is the same for XML.  We believe that XML will change their business custom dramatically because retailers can find best suppliers on the net without any human interaction. However, is it possible? Is there any risk? To some extent, it is possible and feasible like London Stock Exchange. But we need to think about downsides of this technology. It is human being conducting the business, but not programs. We cannot choose partners just by comparing offered prices. Long-term reliable relationship cannot be solely measured by data. 

Competition between two tiers of companies (online only and extensions of existing):

There are two types of companies that e-commerce binds together. The first are those companies that are looking to extend their existing business to the Web. Think of an existing retail outlet like Wal-Mart in this case. In it’s simplest form, they want to sell more of what they are selling through the ‘new’ Web channel. 

On the flip side of this are online only companies, those companies that do not have retail outlets to staff up and maintain. Amazon.com, the online book (and now CD) store is the Web’s brightest example. Onsale.com, the rising winner of the auction sites, is another. 

The fact that there are these two different business models does not take away from their commonalties. How these companies conduct business online is typically very similar. The advantage in the case of the latter, there are no legacy systems to worry about - they’re starting from scratch. The former have the flip-side advantage. They have legacy systems - they’re not starting from scratch. Both are advantages, depending on how you look at it. 

A start-up can build the necessary infrastructure around Web based technologies from the ground up whereas the companies looking to expand into Web commerce need to Web-enable their current systems. Whether or not this is an advantage depends on the extent to which the companies integrate their back end with their online storefronts. 

The biggest difference with existing companies extending to the Web, is in understanding that doing online electronic business isn’t as simple as Web enabling a legacy system. For all the technology and design skills that make security, user interface and back-end integration issues disappear, the bigger issue is how to change the structure of an existing company to take advantage of doing business electronically. 

When a company has been doing business a certain way for many years, shifting gears to become an electronic business is no small task. This important difference becomes exaggerated when you consider that these businesses still need to maintain and enhance their existing channels, such as mail-order, 1-800 and bricks and mortar retail outlets. In most cases, this would give those companies an advantage - they’ve been selling books or music for many years. But in the online world, new models have emerged that require innovative selling practices that were previously not possible. 

Amazon.com’s associate seller program for example, transforms sites across the Web into a bookstore - an ‘Amazon mini-bookstore’. Simply by linking content with related books, the mini-bookstore begins to make money (~15%) on every book sold from that site. 

E-commerce enables new companies to compete with existing companies in this way. In markets already well known by everyone, such as books or music, start-ups can compete with innovative approaches and some backing - especially if they get the jump on traditional brick and mortar stores stumbling in the electronic transition. Online only commerce sites have the advantage of avoiding the physical restraints associated with traditional store and the freedom to not worry about enabling out of date structures.

Both two tiers of companies have enough business chance. The important thing is to improve the backward system (B2B) to get products from suppliers more effectively and timely. XML can be applied to both types of companies and has attractive features to accomplish the goal.

4. Conclusion
Although we've only scratched the surface and considered a small sampling of some of the recent innovations in B2B e-commerce by focusing on XML, the trend is clear. Businesses are moving rapidly to make use of the ubiquitous Internet communications infrastructure as the underlying network for integrating their commerce applications. Whether the applications deal directly with procurement or merely support such commerce, the notion of a virtual corporation can be a lot closer to reality. Software vendors are rising to the occasion with a wide variety of platforms, middleware, application servers, and e-commerce engines. The result will be tremendous profitability for those who deploy these systems correctly and carefully. 

XML can be the key technology to make e-commerce world be more stable and attractive. At the same time, we also identify some obstacles. After clearing those problems, XML will make a history. 

5. Bibliography
XML:
See attached document


XML: The new face of e-commerce

http://www.nwfusion.com/archive/1999/81004_11-29-1999.html

Business-to-Business E-Commerce:

http://www.maxcommerce.com/MaxStatic/Services/Business-to-Business%20E-Commerce%20(Web%20Techniques%20November%201998).html
Can Wal-Mart repeat retail history on Net? 

http://news.cnet.com/news/0-1007-200-121959.html


E-Commerce in the Future

http://www.marcommwise.com/cgi-bin/frames.cgi?page=kbank//kb3.html&zone=kbank
The Logistics Of E-Business

 http://www.techweb.com/se/directlink.cgi?INW19990531S0002


[image: image1.png]


Building an E-Commerce Network

 http://www.nortelnetworks.com/products/02/papers/3251.pdf

1 of 7
3/9/2000 7:05 AM

