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Electronic marketplaces are changing the procurement process for a wide variety of
goods and services. This article discusses impacts of e-marketplaces on Customer
Relationship Management (CRM).

E-Marketplaces

Companies have long transacted business electronically but now e-marketplaces have
moved beyond simply facilitating transactions to changing the way goods and services
are purchased. For example, traditionally a management consultant would meet a client
to understand their issues, prepare a proposal, discuss this with the client and make
modifications as necessary, and only then commence the engagement. Most
consultants still conduct their profession this way. Today, however, consultants can visit
eBay and have the opportunity to bid for contracts ranging from a few hundred dollars to
tens of thousands. Consultants can offer their services for a wide range of projects to
meet the posted terms of references, and may even do the work without ever seeing the
client in person. In essence, a portal such as this takes an information system, and by
adding on-line procurement, makes it into an e-marketplace.

Earlier in the evolution of the Internet, predictions were made that "friction," the mark-up
taken by each member of the distribution channel, would be reduced by the increased
efficiency of on-line transactions. Most people thought that margins would decline most
significantly for lower priced consumer goods. However, the area most dramatically
affected has proven to be B2B exchanges. In this space, businesses not only buy and
sell products that are uniform and relatively easy to describe such as chemicals, seeds
and fertilizers but increasingly services and high value items that are dissimilar one from
another, such as bulldozers and logging machinery.

Changing Procurement Processes
Many businesses are today affected by purchasing portals in two main ways:

1. Their most important customers direct them to do business using the portal
2. The nature of selling using an e-marketplace has changed.

The president of a company supplying consumable products to one of the largest
retailers in the world recently said that he was very concerned about a change in
direction in this key customer. His firm had worked hard to develop customer
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