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Abstracts 
 
The purpose of this thesis has been to describe factors that influence the success of e-
marketplaces. Due to the development of internet and information technology, a new 
business model called electronic marketplace emerged in recent years. Electronic 
marketplace (e-marketplace) is a website where buyers and sellers can trade and close 
deals. The popularity of e-marketplaces reached its peak in 2000, when the number of 
start-up marketplaces was nearly 1,500. However, only seven hundred of them existed in 
July 2002. This fact made us interested in the question of what factors contribute to the 
success of e-marketplaces. From the literature review, seven factors were identified 
potentially important to e-marketplaces’ success. In the frame of reference, five factors 
out of seven were included for our empirical research: target market, functions, 
technology, building liquidity and revenue models. Qualitative approach was used and 
multiple case studies were conducted. Our data was collected from the two e-
marketplaces’ websites and in-depth telephone interviews with the owners and managers 
of the companies. While most of the data was found correlated with theory, some new 
findings were also evident: 

- Markets with low degree of trust and security can be attractive for e-marketplaces 
set-up. 

- E-marketplaces should ensure that users can comfortably use all functions of the 
marketplaces before introducing new functions. 

- In order to build liquidity, e-marketplaces can still focus on customer relationship 
and implement many measures to develop a tight bond between members. 

- E-marketplaces can also involve selling activities and generate considerable 
incomes.
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1. INTRODUCTION 
 
One of the biggest opportunities and challenges facing trading organizations over the 
coming years will be the deployment of Web-enabled technologies. The use of e-
commerce will open up fresh sources of revenue and opportunities for organizations that 
have carefully structured strategies. E-commerce (i.e., electronic commerce), although 
lacking a universally accepted definition, may be defined as the technology-mediated 
exchange of goods, services, and information that takes place between parties 
(individuals, organisations, or both) on the Internet (Rayport and Jaworski, 2001; Turban 
et al., 2002). This involves servicing customers, collaborating with business partners, and 
conducting electronic transactions within an organisation (Turban et al., 2002). E-
commerce can also be described as follows: 
 
“From a communications perspective, electronic commerce is the delivery of 
information, products/ services, or payments via telephone lines, computer networks, or 
any other means. From a business process perspective, electronic commerce is the 
application of technology toward the automation of business transactions and workflows. 
From a service perspective, electronic commerce is a tool that addresses the desire of 
firms, consumers, and management to cut service costs while improving the quality of 
goods and increasing the speed of service delivery. From an online perspective, electronic 
commerce provides the capability of buying and selling products and information on the 
Internet and other online services. All of the above definitions are valid. It is just a matter 
of which lens is used to view the electronic landscape” (Kalakota and Whinston, 1997, p. 
3) 
 
1.1 Electronic commerce 
 
Electronic commerce can be classified in four types: Business to business, business to 
consumers, consumers to consumers and consumers to business. (Afuah and Tucci, page 
34, 2001)  
Although business to customer (B2C) e-commerce receives most public attention, the 
most important part of electronic commerce is in business-to-business (B2B) trading. 
(Figure 1) 

 6



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Year 2004 Year 2000 

 

Figure 1 Share of B2B and B2C E-Commerce in Total Global E-Commerce (2000 and 2004) (source: 
Eprimers, 2003) 
 
1.2 Electronic marketplaces 
 
In business to business e-commerce, firms always seek solutions to make the process of 
selling and buying of goods more efficiently. With the application of internet 
technologies to inter-firm transactions, a new solution has been developed: that is 
Internet-based business-to-business (B2B) electronic markets. (Dai et al, 2002). Thus, 
B2B electronic marketplaces have been developed according to the requirement of the 
market (Standing et al, 2002). E-marketplaces are operating in a variety of industries, 
including industrial metals, chemicals, energy supplies, food and grain, construction, and 
auto-mobiles. Industrial materials and maintenance, repair, and operating (MRO) supplies 
can also be traded on-line (Dai et al, 2002)  
 
E-marketplaces are also known under a variety of names, with a variety of functions: 
electronic exchanges, e-markets, trading communities, trading exchanges, exchanges hub, 
internet exchanges, B2B portals (King et al., 2002) E-marketplaces are so new that the 
vocabulary has not yet settled down (Kippenberger, 2000). Obrecht (2000) collected 
more than 20 terms that are used for e-marketplaces. They include automated purchasing 
hub, online hub, Web hub, e-hub, buying hub, net portal, vertical portal, web exchange, 
business exchange, b-to-b exchange, trading exchange, procurement exchange, 
purchasing exchange, online marketplace, Internet marketplace, Net marketplace, Net 
market, intermediary… In this report, the term “electronic marketplaces” (e-
marketplaces) is used. 
 
According to Stockdale (2002), definitions of electronic marketplaces are diversified. 
Malone et al. (1987, cited by Stockdale, 2002) defined e-marketplaces as "information-
technology-based governance mechanisms" while Bakos (1997, cited by Stockdale, 
2002) consider them as a kind of "inter organizational information system that allows the 
participating buyers and sellers in some market to exchange information about prices and 
product offerings". Brunn et al. (2002) define e-marketplaces as interactive business 
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communities providing a central market space where multiple companies can engage in 
B2B e-commerce and/or other e-business activities. Kaplan et al. (2000) believe that 
electronic marketplaces function as electronic hubs that bring together a large number of 
buyers and sellers and automate business transaction. 
 
Another source, the nonprofit project named eMarket Services (2003) defines an 
electronic marketplace as a web site with trading functions for several buying and several 
selling companies. The provider of the electronic marketplace has no control over the 
prices of the products. Buyers and sellers do business with each other and pay a fee to the 
e-marketplace. The electronic marketplace has some trading functions like price 
negotiation in the form of an auction or catalogue of products with the possibility to 
request a quote or order online.  
eMarket Services (2003) do not considered the following cases as e-marketplaces: 
+ Directory: Is only a list or database of companies. It does not have tools to search 
products in a catalogue or to request quote. 
+ Private Exchange: A large company creates a solution for trading with their own 
suppliers or buyers. 
+ Online distributor: A distributor that represents many brands and sells the products 
online. Only one seller controls the price of the products 
 
1.2.1 Electronic marketplaces and optimistic forecasts 
The upcoming Internet technology (IT) might realize the conversion of traditional inter-
organizational and IT-assisted business models to alternative electronic and value-driven 
business models, where electronic marketplaces could take over an important role 
(Bogaschewsky et al, 2001, cited by Skjøtt-Larsen, 2003). E-marketplaces are getting 
more and more popular. They emerge in different industries, supporting the exchange 
goods and services of different kinds, with and for different types of actors, and are 
following different architecture principles (Grieger, 2002). 
 
Most observers assumed that these electronic marketplaces would come to dominate the 
B2B landscape (Wise et al., 2000). A new trend in business-to-business e-commerce, the 
key area of the new economy (Berryman, 1998), the killer application in the B2B internet 
revolution (Sculley and Woods, 2001), the second wave in e-commerce propagation 
(Brunn et al, 2002) etc … there are just a few of the epithets which are used in describing 
e-marketplaces. 
 
According to the Gartner Group (2001), e-marketplaces will handle $2.7 trillion in e-
commerce transactions by 2004, or 37% of the overall business-to business market. 
Forrester Research (2001) also predicts that e-marketplaces will account for 42% of 
online trade in 2006 (Figure 2) 
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Figure 2 US Online B2B eMarketplace Trade Projections (Forrester Research, Inc. Nov 2001) 
 
1.2.2 Electronic marketplaces and the shake-out 
According to Turban et al, (2002, page 266) the number of e-marketplaces at several 
stages of operation worldwide at the beginning of 2001 are 2,100. The companies that use 
these e-marketplaces, as both sellers and buyers, increase the number of e-marketplaces 
they are dealing with from 1.7 to 4.1 in two years. However, during 2001, many e-
marketplaces closed.  
A study conducted by researchers from Wharton School revealed that 1,500 B2B e-
marketplaces operated in 2000, but only 700 existed in July 2002 and less than 200 of 
them are likely to survive through 2003 (Day et al, 2003). During the few years e-
marketplaces have been around, both successes and failures among e-marketplaces have 
been witnessed. However, the failures far outnumber the successes (Brun et al, 2002). 
Meeker et al (2000, cited by Sandberg et al, 2001) predicts the future of e-marketplaces 
with a few of big survivors by giving analogy with Stock exchange market “History 
suggests an explosion in new exchanges, followed by consolidation. The New York 
Stock Exchange had two dozen rival exchanges in lower Manhattan in the early 19th 
century”. 
  
1.2.3 Factors in e-marketplaces’ failures 
The reasons that researchers give out for the failures of e-marketplaces are diversified. 
Day et al (2003) believed that the main reason for e-marketplaces’ failures is that they do 
not give enough value propositions to customers. They concentrate too much on price 
propositions while it is not the only and the most important thing customers expect when 
joining the market. This value proposition, which is offered by most e-marketplaces – 
competition bidding among suppliers allows buyers to get the lowest possible price – 
runs counter to the best recent thinking on buyer-supplier relations. Other factors, such as 
quality, timing of deliveries and customization, are often more important than price (Wise 
et al, 2000). Industrial customers have been focusing on improving efficiencies in their 
supply chain by consolidating supply contracts and reducing the number of suppliers, 
meaning a supplier that can lower a customer’s total cost of acquisition is preferred over 
one that simply offers a lower price. But the e-marketplaces appear to have misdiagnosed 
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their relative advantage. They tend to emphasize the lowest price instead of lowest total 
procurement cost. (Day et al). This especially made a negative effect to the sellers’ side. 
Though suppliers have access to more buyers with only a modest increase in marketing 
cost, but that benefit is overwhelmed by pricing pressures (Wise et al, 2000) Burned by 
pricing and other concessions and still waiting to see the promised volume and liquidity 
levels, many suppliers are wary of further involvement in e-marketplaces” (Hoffman et 
al, 2002).  
Some researchers point out the flaws of e-marketplaces from a supply chain management 
aspect. Agrawal, (2001) stated that e-marketplaces can't improve the efficiency of every 
element of the supply chain. Although e-marketplaces can help companies realize certain 
purchasing and transaction-processing benefits in the short term, broader improvements--
particularly reductions in inventory, improved service levels, faster time to market--are 
harder to achieve (ibid). They have problems in seeking to streamline tasks (such as 
production planning, inventory control, and scheduling) that lie closer to the heart of 
supply chain management (Kippenberger, 2000) 
The research report by the Boston consulting group (BCG, 2000) also revealed that  
Top four deterrents against selling online in e-marketplaces:  

� Customers not ready (38%)  
� Lack of resources (35%)  
� Lack of organization consensus (31%)  
� Channel conflict issues (28%)  

Top four deterrents against buying online through e-marketplaces:  
� Suppliers not online (41%)  
� In-adequate product standards (27%)  
� Products and services needed are not available (25%)  
� Uncertainty about which e-marketplace will win (24%)  

 
Liquidity is also mentioned as a factor for e-marketplaces’ failures. According to Wise et 
al. (2000) few of these e-marketplaces will ever create the liquidity needed to survive. 
They suffer from meager transaction volume and equally meager revenues, and they face 
fierce competitors. E-marketplaces did not gain a critical mass of market participants and 
consequently not gain expected saving potentials (Skjøtt-Larsen et al. 2003). The popular 
revenue model of e-marketplaces is to charge a transaction fee, ranging from 1% to 4% 
the deal. Although these numbers appeared low, they were more than 50% of a typical 
distributor’s net margin. And the competition has made transaction fees in some e-
marketplaces drop as low as one-quarter of one percent, which is not enough to cover 
operating and capital expenses. (Day et al., 2003) 
 
Some other factors are also identified. For example, Wise et al, (2002) believed that some 
e-marketplaces are so concentrated on the “first mover advantage” and do not have 
enough time for preparation. The authors said that most of e-marketplaces have been 
founded on optimism and hope rather than on attractive value propositions and solid 
strategies. They haven’t taken time to study their customers’ priorities in depth, create 
distinctive offerings, or map out paths to profitability; therefore, their business models 
are, at best, half-baked and unsustainable. The authors suggested that the biggest 
challenge is convincing customers to switch their behaviors, not simply beating a rival. 
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Especially, the authors concluded that the best way for e-marketplaces to survive is to 
become non-profit organization (ibid)  
 
The issue of users’ behavior is also shared by Brunn et al (2002), who observed that e-
marketplaces have required their users to change their way of doing business, which is at 
best a slow process as buyers and sellers have in fact not been ready to change their way 
of doing business.  
 
Brun et al, (2002) claimed that a general lesson seems to be that investments to create e-
marketplaces are very high, and that the technology is often not mature. There has been 
relatively little research conducted on the topic of the e-marketplace business model. 
Furthermore, most of the previous research has applied very specific viewpoints (e.g. 
looking at e-marketplaces from a technological viewpoint, as an investment opportunity, 
or from the viewpoint of a specific industry or a specific geographic market).  
 
1.3 Problem area 
 
With the above information, we can see that e-marketplaces are new business model that 
emerged due to the development of internet technology. E-marketplaces are introduced 
and developed to satisfy the need of business trading.  
 
At the beginning stage, e-marketplaces were booming in quantity (Turban et al, 2002, 
page 266). Many optimistic forecasts have given to this business model. However, 
through the time many e-marketplaces have been broken and the failures far outnumber 
the successes (Brun et al, 2002). The reasons of failures of e-marketplaces have been 
identified such as lack for value propositions to users, too much concentration on price 
competition, neglect of supply chain value propositions, lack of liquidity, lack of profit 
and users resistance. (Day et al, 2003, Wise et al, 2000, Brunn et al, 2002, Skjøtt-Larsen 
et al. 2003). If there are factors that cause failures to e-marketplaces, there must be 
factors that can make e-marketplaces successful. And identifying and understanding these 
factors will be of great importance to managers. 
 
Going through literature review, we find the followings: 
 
First, only some markets with some special characteristics are suitable to the set-up and 
operation of e-marketplaces (Ramsdell, 2000). Many researchers have pointed out which 
characteristics in a market or industry can bring commerce opportunity for e-
marketplaces. For example, Berryman (1998) claimed that industries or products where 
transaction savings can be realized with e-marketplaces are a good case to start up e-
marketplaces. Yoo et al, 2003 argued that attractive markets for e-marketplaces are 
industries and products where switching costs are lower. Lunn (2002), Dai et al, (2002) 
favored industries and products where e-marketplaces have an in-depth knowledge. The 
implication is that e-marketplace should target at the right market. 
 
Second, much research suggests that the functions of e-marketplaces are the most 
important factors in bringing success to e-marketplaces. (A.T.Kearney, 2000 and Brunn 
et al, 2003). Functions of e-marketplaces may include catalogs, auctions, e-commerce, 
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trust, collaboration and additional services like Transport, Credit, Financing, Insurance, 
Quality control, Trade news, Recruitment forum and Discussion forum. (eMarket 
Services, 2003). And depending on what types of products traded through the 
marketplace that e-marketplaces will consider what service is required in order to 
facilitate the purchasing process (Brunn et al, 2003, Dai et al, 2002). A.T.Kearney (2000) 
divide functions of e-marketplaces into 3 kinds: Commerce, content, connection. In a 
research with more than 100 e-marketplaces and industry experts to get their views on 
what make e-marketplaces successful, A.T.Kearney (2000) conclude that each function 
of e-marketplaces should need suitable solutions. 
 
Brun et al (2002) propose more factors that need to be taken into consideration for e-
marketplaces’ success. These factors are: partnership, neutrality or bias, technology, 
building liquidity and revenue models. Those factors are also mentioned by other 
researchers as factors that e-marketplaces should count on for their success. For 
examples, Kaplan, (2000), Lunn, (2002) and Deloitte research, (2002) said that too much 
bias may alienate customers from e-marketplaces. Or Dai et al, (2002), Eng (2002) and 
Deloitte research, (2002) also discussed about the importance of technology in the 
success of e-marketplaces. 
 
From these above background, we have the motivation to state our research area as 
 

  
These factors will b

 

Factors influencing the success of e-marketplaces 

 

e discussed in depth in the literature review.  
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2 LITERATURE REVIEW: 
 
From the review of previous works of other researchers about factors that affect the 
success of electronic marketplaces, it was observed that researchers mentioned many 
issues ranging from target market, functions of e-marketplaces, neutrality and bias, 
partnership, technology, liquidity, revenue model… In details, following questions are 
mainly raised and answered in their works: which  target market is suitable for e-
marketplaces, which kinds of services and functions that e-marketplaces should provide 
to their customers, how the neutrality or bias of an e-marketplace affect the operation and 
the development of e-marketplaces, to which extent the issues of technology, partnership 
are important to e-marketplaces, how e-marketplaces overcome the challenge of building 
liquidity, especially during their start-up days.  
 
2.1 Target market 
 
2.1.1 What is a target market? 
 
According to Cahill (1997), target market means that a group of customers has been 
identified for whom the offering should be appropriate and to whom the firm will direct 
the major part of its marketing time, resources, and attention. 
 
According to Kotler et al, (1999), target marketing is about evaluating each market 
segment’s attractiveness and selecting one or more segments to focus on. A company 
should target segments in which it has a competitive advantage, where it can generate the 
greatest customer value and maintain over time (ibid) 
 
2.1.2 Target market for B-to-B e-marketplaces 
 
Berryman (1998) believes that good target market is where transaction savings can be 
best realized with e-marketplaces or area where there is value in anonymity or in 
information derived from transaction. Besides, e-marketplaces should avoid where buyers 
or sellers are particular powerful.  
 
Yoo et al (2003) stated that for neutral intermediaries, it is important to target industries 
and products where switching costs are lower. Sectors where the IT infrastructure is well 
developed and there are large numbers of small firms are better suited for development of 
neutral marketplaces. 
 
Lunn (2002) believed that e-marketplace need to position themselves into a narrow and 
more specialized role, focus on specific industry groups or areas because e-marketplaces 
need to have in-depth knowledge about the area they are serving. This opinion is shared 
by Dai et al, (2002) who believed that as the complexity of product descriptions increases 
transaction costs, a knowledge base of product specifications and usage will be valuable 
because assisting firms by providing this kind of information technology support for 
complex products will reduce the load of information processing that buyers must bear. 
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And independent e-marketplaces are identified to have a disadvantage in this area. They 
will have to overcome this problem as at the start they normally lack the domain 
expertise and industry knowledge (Bloch et al 2001). 
 
According to Ramsdell (2000), the most attractive target market for e-marketplaces is 
characterized by: 

- a large base of transaction 
- many fragmented buyers and sellers 
- difficulties in bringing buyers and sellers together 
- the longer and the less efficient the supply chain, the better it is for the 

marketplace 
- high vendor and product search/comparison costs; information-intensive products 

with complex configurations and nonstandard specifications 
- high process cost associated with manual processes based on paper catalogs, 

manual requisitioning, telephone or fax-based ordering, as well as for credit 
verification, and order tracking 

- strong pressure to cut expenses 
- a climate for technological innovation 

 
 
2.2 Product/ services offering (or functions of e-marketplaces) 
 
A product is defined as anything that can be offered to a market for attention, acquisition, 
use, or consumption and that might satisfy a want or need. Products include more than 
just tangible goods. Products include physical objects, services, events, persons, places, 
organizations, ideas or nix of these entities. Service is a form of product that consist of 
activities, benefits, or satisfactions offered for sale that are essentially intangible and do 
not result in the ownership of anything. (Kotler et al, 2001) 
 
What e-marketplace offer to customer can be seen as service. Depending on what types 
of products traded through the marketplace that e-marketplaces will consider what 
service is required in order to facilitate the purchasing process (Brunn et al, 2003, Dai et 
al, 2002) e.g. selling automobile parts to a car manufacturer will require advanced 
forecasting techniques and just-in-time implementation, while an easy-to-use buyer 
interface and ease of administration might be the most important requirements for selling 
office supplies to the same car manufacturer.  
 
Through literature review, one observation is that the term “functions” are used for e-
marketplaces in order to indicate the “services” e-marketplaces offer to participants. In 
order to keep things consistent, the term “functions” will be used in this thesis with the 
same meaning with “services” 
There are many ways to describe the functions of e-marketplaces 
The website www.emarketservices.com proposed that functions of e-marketplaces 
include catalogs, auctions, e-commerce, trust, collaboration and additional services like 
Transport, Credit, Financing, Insurance, Quality control, Trade news, Recruitment forum, 
Discussion forum.  
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Brunn et al, (2002) divide functions of e-marketplaces into core service and additional. 
Core service is to provide a central market space, where e-commerce can be conducted.  
Additional functionalities include electronic catalogues, auctions and order fulfillment 
services such as tracing, financing and logistics, collaboration (demand forecasting and 
inventory management) (see table 4) 

e-commerce BuyerSeller

Buyer

Seller

Seller

Buyer

Inventory
Management

Finance

Order fulfillment

Tracing

Logistics

Customization

Auctions

Collaboration

Demand
Forecast Catalogs

e-Marketplace

 
Table 1 The e-Marketplace Business Model (Brunn et al. 2002) 
 
Depending on types of products, target market…, different e-marketplaces will choose to 
deploy suitable functions. Having appropriate solutions for each function is a very 
important factor in the success of e-marketplaces (ibid) 
Among the proposals, the work of A.T. Kearney (2000) about strategies for e-
marketplaces’ functions are most elaborate. They named their strategy 3Cs. The 3Cs are 
commerce, content and connection. In the study, A.T.Kearney (2000) describe functions 
(services) that e-marketplaces normally have, how each functions created value and how 
to have appropriate strategies/solutions for each function 
 
2.2.1 Commerce functions 
Commerce function of e-marketplace is to enable and facilitate transactions between 
buyers and sellers. Commerce functions include Catalogue, auction, hyperAuction and 
liquid exchanges. 
While the basic concepts behind a catalog, auction and exchange are simple, determining 
which model – or combination models – is ideal for a particular e-marketplace is more 
complex. A detailed understanding of different types of commerce models and how well 
they apply to specific industries will allow e-marketplaces to better define their value 
propositions, more fully understand participants’ requirements. 
 

• Catalogue 
Catalogue aggregates multiple product catalogues into one stop shop accessible to all. In 
industry with high search costs, online catalogs offer users flexibility by allowing 
products comparison, customized pages, and other features that enable rapid 
identification and purchase of desired goods for buyers. 
 
Solutions for catalog:  

(1) Enable online purchasing at predetermined fixed prices via e-commerce. Netbuy, 
for example sells electronic components in a multi-vendor catalog formats. These 
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types of solutions largely make money on transaction fess or margins, as they rely 
on large amount of trading volume directly on their site 

(2) Offer posted inventory or posted price (if available) and link buyers and sellers to 
conduct offline negotiation. This type of strategy often employs a subscription or 
posting fee, as e-marketplaces have little visibility into the consummation of the 
transaction 

Catalog solutions are most appropriate for industries with following characteristics: high 
product search cost, lack of price volatility, time-critical purchasing and industry 
reluctant to trade online. 
 
Advantages of catalog solution: 

- Lower product search cost 
- Offers easiest technology implementation 
- Simplest evolution from offline purchasing 
- Allows immediate purchasing 
 

Limitation: 
- Prices must be relatively stable 
- Price may not reflect true market conditions 
- Technology may not provide a sustainable competitive advantage 
 

• Auction 
Auction is process that price is determined dynamically through bids submitted on unique 
and or individual items over a certain time period.  
Auction is suitable when following characteristics exist: 

- Unique items 
- Price volatility 
- Fragmented buyers and/or sellers 
- Participants already familiar with auction-like commerce 
- New market opportunity 
- Lack of time-criticality in purchasing 
 
Advantages: 
- Reduces product search cost 
- May create new market opportunities 
- Derives a “true” market value fir the product/service 
 
Limitation: 
- purchase cannot be time-or-mission-critical 
- Price is typically the only buying criteria incorporated 
 
• HyperAuction 

HyperAuction models speed and automate the auction process by defining and 
standardization the criteria buyers use in making purchase decisions, which enables the 
automatic completion of complex transaction based on those criteria. Buying parameter 
are predefined by e-marketplaces and the bidder merely states preferences up front, the 
Hyperauction automatically searches for the appropriate item or bundle of items, execute 
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bids and closes transaction 
Hyper auction work best when  

- buyers and/or sellers are fragmented 
- participants  are familiar with auctions 
- product parameter can be defined and broken into buying parameters 
- purchasing is time-consuming process 

HyperAution model will quickly emerge in industries such as certain segments of 
transportation, advertising, steel and financial service 
 

• Liquid exchanges 
A liquid exchange is a NASDAQ-like solution where buyers and sellers bid and ask for 
the same products and services in real time, and where the request will be filled quickly. 
This model allows the benefits of dynamic trading with the promise of quick fulfillment 
of mission-critical product and services. Liquid exchanges also leverage the liquidity of 
the market to create financial instruments to allow buyers and sellers to manage risk in 
their supply chains through features like futures and options.  
 
The model is suitable to few select industries with the same characteristics with 
HyperAuction and some additional as:  
- Liquidity attainment: mean a constant trading environment where participants can 
“trade at will” and feel assured that hey will secure o sell the good at the published price. 
E-marketplaces must overcome two obstacles: some large player may find little incentive 
to join as it may already enjoys a pricing advantage due to its size 
- Time-sensitive purchasing: Goods that are often bought for immediate use and that 
experience price volatility (natural gas, electricity) will move to liquid exchange if 
possible 
-High trading frequency 
 
Conclusion on commerce functions 
E-marketplace must understand the product characteristics inherent in their industry 
because these characteristics will determine which commerce model is most appropriate 
for their site. An industry’s price will determine whether a Catalog or dynamic trading 
model is appropriate. Within dynamic trading, the most appropriate model depends upon 
an industry’s liquidity and ability to parameterize the traded product and/or service.  
 
2.2.2 Content Functions 
E-marketplaces use Content Functions to differentiate themselves and create buyers and 
sellers loyalty. Content functions fall into two types: commerce content related to the 
commercial purpose of the products, and other value added content, such as community-
building information, that provide useful supplemental information which encourages 
participants to remain on the site.  
 
2.2.2.1 Commerce content 
The participants of e-marketplaces require specific information to make buying decision. 
Commerce content refers to the actual product or services offered on the site as well as all 
the product/service information needed to support the purchasing decision. The main 
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types of this commerce content are described as follows: 
 

- Product description 
Product listing must be carefully designed to ensure all product information is 
available to make purchase decision. For example, in the high-tech industry this 
may include everything from general description to highly specified design 
schematic that engineers can click and drag onto their product designs 
 

- Accurate inventory listings  
The sheer volume of products and business applications in some industries, 
coupled with the rapid pace of product life cycles, makes accurate inventory 
listing all the more critical for site users. 
 

- Pricing information 
Buyers want to quickly and accurately compare prices among different products 
and vendors. Most industry has multiple forms of price lists (corporate 
discounted, recommend retail, wholesale…) so e-marketplaces must assure buyers 
and sellers they are getting the most accurate pricing information. 
 

- Product-related information 
E-marketplaces can provide valuable related to products offered on the site, such 
as technology reports, specification requirements, and industry standards. 
 

- Company profiles and ratings 
E-marketplaces can provide detailed listings of buyers and sellers. Neutral sites 
generally offer unbiased company and product information while affiliated e-
marketplaces may have a bias toward product information from their channel 
partners. 
 

- Transaction process management 
E-marketplaces can help buyers and sellers track purchases from bidding to 
receipt and payment. Access to information associated with the transaction, such 
as inspection and appraisal or customers service and support, allows buyers and 
sellers to better manage the entire process. 
 

- User purchasing information 
E-marketplaces can also differentiate themselves through the types of information 
on historical purchasing behaviors they provide. Functions such as data mining 
and warehousing – which help users learn about products being bought and sold 
and their prices and bidding histories – are useful in analyzing trends and creating 
forecasts. 

 
Good content helps educate buyers and sellers and creates a greater sense of control 
over the transaction. Buyers now have more power with the transparency of prices, 
availability, and supply sources. As more parties test e-marketplaces as a new 
purchasing venue, rich commerce content will brand e-marketplaces as a trusted site 
for conducting transactions. 
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2.2.2.2 Other Value-added content 
In addition to content that is closely related to purchases, e-marketplaces often provide 
other value-added content that offer buyers and sellers another source of information 
about both the products and services available on the site and important industry-related 
issue. Other value added content may include features such as: 
 

- Community information forums  
E-marketplaces can provide forums for buyers, sellers and other industry 
participants to interact, ask questions, solve problems, share stories and enter chat 
rooms. In many industries, e-marketplaces are aggregating smaller buyers and 
sellers who are operating in resource-constrained environments. By creating a 
work-group where parties can connect and share information, e-marketplaces fills 
a critical business needs 

 
- Related party information 

E-marketplaces can link participants to other content or relationship providers 
such as other channel players, platform providers, media sites, and trade 
associations. By providing these types of links, e-marketplaces drive traffic to its 
site. As channel parties begin to migrate towards web-enabled commerce, they 
will start with their traditional trusted places for products and move to e-
marketplaces for information to make purchasing decision. 
 

- Career information 
E-marketplaces can post information such as job listings, recruiting events and 
access to other sources to help buyers and sellers learn more about the industry 
and career assistance 
 

- General industry data 
Information and links for general industry topics such as seminars and events, 
news and information, trade association information, training course listings and 
certification may attract site users 
 

- E-marketplaces site information 
Any information that makes e-marketplaces’ site easier to use and that caters to 
industry purchasing behaviors will help increase traffic. Examples include 
customer service and support capabilities and feedback mechanisms that enable e-
marketplaces to find out what buyers and sellers want and provide it. 

 
Solid content offerings help e-marketplaces achieve a critical mass of buyers and sellers 
and make it much harder for competitors to challenge their position. Content enables 
relationship-building, easing the buyer/seller transition to the e-marketplace site and 
creating a loyal, sustainable user base. Therefore, e-marketplace should provide the right 
types of commerce-related content and value added content to attracts buyers and sellers 
to their site (A.T Kearney, 2000) 
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2.2.3 Connection Functions 
Connecting participants on its site and establishing connection across the entire supply 
chain as well as with other e-marketplace is the final primary determinant of the success 
of e-marketplaces. E-marketplaces are currently focusing on the front-end of getting the 
sites up and running and enabling the exchange of information between buyers and 
sellers in the market. As the result they have concentrated little on the more difficult 
back-end challenge of integrating systems among these companies so they can 
communicate and share data to complete transaction. 
 
E-marketplaces must develop strategy to identify which parties it needs to connect and 
how it will achieve this connection.  
Connection can be broken out into two types: intra-connection and interconnection 
 
2.2.3.1 Intra-connection 
Intra-connection is internal processes between the buyer and seller in the transaction. 
Once the bid is executed and confirmed, e-marketplaces must enable the trade to be 
carried out automatically or with minimal human intervention from order to payment and 
delivery. For example, when a buyer accepts a bid or selects the goods, the payment 
systems should automatically account for the payable. Likewise on the seller side, when 
the bid is accepted and the goods are claimed, an accounts receivable entry should be 
made. To achieve these two actions requires integrating capabilities between buyers’ and 
sellers’ ERP (enterprise resource planning) or legacy systems. 
 
2.2.3.2 Interconnection 
Customers are demanding end-to-end transactions, which entail value-added services or 
supply chain functionality that demanding end-to-end transactions, which entail value-
added services or supply chain functionality that often reside outside the e-marketplaces’ 
core competency. These services include activities such as logistics, risks management, 
maintenance and repair, and order fulfillment. 
 
Most e-marketplaces believe end-to-end solutions will be a necessity in the future. 
However, currently, very few are having this function. Therefore, the ability to 
interconnect the entire supply chain represents a significant opportunity for e-
marketplaces to distinguish themselves from their competitors. 
 
One noteworthy point is that sometime the rate of technology adoption varies 
significantly by industry and by distribution channel, making the interconnections 
required in the e-marketplace difficult. 
 
2.2.3.3 Connection implementation 
Once e-marketplaces identify the requisite level of connections for their industry, they 
need to decide how to implement their connections. Following factors will affect the 
strategy for selecting connection levels: 

- How many parties are involved in linking the end-to-end solution? 
- Do outsourcing candidates know the geographic market, current system and 

technology standard? 
- Is developing these capabilities in-house feasible? 
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Depending on the answers, e-marketplace might pursue one of the following approaches: 

- Work together with service provider to build both front and back office connection 
for information flows 
-  Outsource the connection solution (e-marketplace still own the content) 
- Build these services capabilities in-house through internal development or 
acquisition. 

 
Brunn et al (2002), after reviewing the study of A.T. Kearney (2000), proposed that the 
challenge is to apply three of the components (3Cs) in the best possible way in a specific 
context and to keep pace with the development. 
 
2.3 Neutrality or bias 
 
One important characteristic of an e-marketplace is its bias.  An e-marketplace is biased 
when they favor sellers, by acting as forward aggregators that amass supply and operate 
downstream in a supply or when they favor buyers by acting as either reverse aggregators 
or reverse auctioneers.  (Kaplan, 2000) The negative side of bias is that it alienates other 
participants (Lunn, 2002), (Deloitte research 2002) 
 
Neutral e-marketplaces are true market makers because they are equally attractive to 
buyers and sellers. However, they have to face those problems: building liquidity and 
seller’ channel conflict. After all, sellers usually participate in these markets at the 
expense of their normal distribution channels. One of the solutions for that is to take 
equity investment from large buyers as well as from large suppliers. But the dark side is 
that such investment may create a perception of bias (ibid) 
Blodget, (2000, cited by Lunn, 2002), believed that the need to maintain a position of 
neutrality is an important factor of success for neutral e-marketplaces. The authors 
suggested three solutions 

(1) to offer equity to both buyers and sellers 
(2) to having a proposition that did not include a leveraged buy play (which 

prevented buyers “ganging up” and driving down cost 
(3) to have an autonomous company with its own governance structure independent 

of buyers or sellers. (Lunn, 2002) 
 

Besides, biased e-marketplaces can also take steps to increase the degree of neutrality. 
(Brunn et al, 2003) The authors give the example of gatetrade.net, a Danish e-
marketplace that established an official forum enabling representatives from the Danish 
State to have a say in the decisions was needed.  
 
Regarding target market, neutral e-marketplaces are suitable for markets that are 
fragmented on both the buyer and seller sides as they add value by reducing transaction 
costs.  In contrast, biased e-marketplaces can succeed in a market where one side of the 
transaction if fragmented. (Kaplan et al, 2000) 
 
2.4 Technology 
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2.4.1 Technological problems in e-marketplaces: 
 
It is very important for e-marketplaces to exploit the technology to enable innovations in 
the ways firms do business on-line. (Dai et al, 2002). Technology is identified as among 
five critical success factors that e-marketplaces can use to help guide their strategies. 
(Deloitte research, 2002). Eng (2002) identified technology problem as among barrier to 
implementing strategic collaborative supply chain processes between e-marketplaces and 
participants: Two main problems are (1) technical uncertainty on reliability of e-
marketplaces (2) differing communication standards between the technologies of the e-
marketplace, and internal systems and processes of the participant organizations. 
  
Since compatibility between different technologies is essential in the adoption of network 
technologies, the ability of B2B e-markets to integrate the systems of different players 
with their marketplaces, to standardize data formats and business processes, and to 
provide IT outsourcing services will affect the size, efficiency, and effectiveness of the 
trading networks. (Dai et al, 2002; Deloitte research, 2002) 
 
2.4.2 Mechanism to achieve compatibility 
 
Two mechanisms can be used to achieve compatibility: standardization and adaptation 
(Katz et al, 1994, quoted by Dai et al, 2002) Standardization requires that all technologies 
follow the same specifications so that components of various implementations of the 
adopted solutions are interchangeable. Adaptation occurs when “adapters” or 
“converters” are attached to the components of a system. By enabling a system to 
interface with systems employing other technologies, this would result in at least partial 
compatibility. (ibid) 
 
Standardization occurs at two levels. First, data models and formats need to be 
standardized to make information sharing easier. In recent years, XML has become the de 
facto standard for inter-firm transactions because of its ability to convey semantic 
meaning in business documents. As a result, many B2B e-markets are implementing 
XML specifications to enable computer-to-computer communication with member firms 
based on a common data format. 
 
The second level of standardization takes place when a common protocol of business 
processes is applied. To effectively achieve supply chain collaboration, B2B e-markets 
need to provide trading partners with a common view of the processes of order 
fulfillment, demand forecasting, and production scheduling. The high-tech industry has 
been a pioneer in this arena with industry- sponsored B2B e-markets. One example is 
Converge.com (www.converge.com), which is committed to building its exchange and 
supply chain solutions on top of RosettaNet’s (www.rosettanet.org) e-business process 
protocol. The latter uses XML-based industry-specific standards for exchanging business 
information via the Internet. (ibid) 
 
By providing collaboration platforms based upon data and process standardization, e-
marketplace will foster a higher level of inter-organizational integration. (Dai et al, 2002) 
 

 22



2.4.3 Criteria for choosing a technological platform 
 
Brunn et al (2002) suggest five criteria for an e-marketplace when choosing a technology 
platform. 
First: The technological platform should be able to support the development of advanced 
market making tools (i.e. different catalogue structures and auction types), integrated 
procurement tools (e.g. searchable catalogues and administrative tools), and advanced 
collaboration tools. 
Second, it should support the migration of intimate supplier networks (e.g. migrating 
supply chain management solutions to the e-marketplace platform) 
Third, it must offer the possibility of frictionless integration with the ERP-systems of 
participating buyers and sellers.  
Fourth, it should operate under open standards. Most technology providers (e.g. Oracle, 
Ariba, i2 Technologies, and Commerce One) are committed to open technical standards 
but have yet to agree on them.  
Fifth and finally, the technological platform for an e-marketplace must also be scalable, 
flexible and secure (ibid) 
 
2.5 Partnerships 
 
2.5.1 The importance of partnership in e-marketplaces: 
 
Establishing strategic partnership is a critical strategy for most contemporary firms. Such 
cooperative relationships can help firms conserve, share risks, obtain information (access 
complementary resources, reduce product development costs, improve technological 
capabilities, and enhance reliability. (Park et al, 2002). Partnerships are important 
because as is the case for other companies, e-marketplaces cannot do everything 
themselves (Hagel and Singer, 1999, quoted by Brunn et al, 2002).   
 
Especially, as security still remains the biggest concern of firms moving to the electronic 
environment. E-marketplaces use strategic alliances and partnerships with security firms 
to ensure a high level of security for sensitive commercial information. (Stockdale, 2002) 
Familiarity with brand names can induce a greater perception of trust in this area and the 
names of strategic partners can contribute to this (ibid) 
 
Two basic types of alliance are marketing alliances and technology alliance. Marketing 
alliance are identified to create great potential to leverage information processing 
capability, information reach and richness, network effects, and customer lock-in effects 
in the electronic marketplace. Technology alliances were found to be more influential in 
industries characterized by rapid technological changes, product complexity, and high 
costs or risks associated with product development (Chan et al., 1997; Das et al., 1998; 
Koh & Venkatraman, 1991, cited by Park et al (2002). These characteristics are true to e-
marketplace. 
 
Dai et al (2002) in a study find out that the need for streamlined on-line transaction 
settlement and logistics services will result in more alliances e-marketplaces and 
specialized service providers. 
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2.5.2 How to choose partnership 
 
According to Brunn et al (2002), there are two main points in partnership: First, e-
marketplace should concentrate on their core competencies and let partners with 
complementary skills carry out non-core activities. Second, try to choose the right 
partners including:  

- Partners in technology. 
- Partner with key supplier and buyers (to help understand the industry quickly and 

gain liquidity and trust from other players). This is very important in vertical 
market 

- Partner with specialized service providers: content providers such as news 
service, service providers  such as logistic, financial services or even software 
services 

- Partner with other e-marketplaces, e.g. Horizontal e-marketplaces partner with 
vertical one to extend more industry specific service. 

 
Regarding the independent e-marketplaces, partnership with industry players is of high 
importance because it is one of the main ways for them to get critical mass. (Bloch et al, 
2001)  
 
2.6 Building liquidity (or how to reach critical mass) 
 
2.6.1 Liquidity definition 
 
Of more than 100 e-marketplaces and industry experts A.T. Kearney interviewed, nearly 
all cited critical mass as the key success factor for their business. (A.T. Keaney, 2000) 
 
According to Brunn et al (2002), liquidity can be understood in terms of transaction 
volume and information. High transaction volumes help increase economy of scales and 
scope. Liquidity of information is important because the main service an e-marketplace 
provides is a centralized market space, therefore the more likely a buyer or seller is to 
make a satisfactory transaction using the e-marketplace, the more likely they are to join 
that e-marketplace instead of its rivals.(ibid) 
Bloch et al (2001) give an analogy between e-marketplace and a trade fair. No one would 
be interested in attending a trade fair if only a limited number of suppliers were 
represented there or if there are few new customer insights to be had. The authors 
propose four reasons why e-marketplaces must capture the biggest market share: 

• To encourage the new buyers and suppliers to join: It is less expensive to join a 
marketplace that cover 50% of the market than join two market that each cover 
25% market share because connection cost is lower, one interface to deal with, 
more value from the marketplace (such as market intelligence) 

• To bring in strategic partner: strategic partner normally only interested in joining 
the e-marketplace that is or is likely to be the leader. 

• To reduce cost for all participants: more players, more market intelligence 
• To increase transparency: 
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2.6.2 How to build liquidity 
 
2.6.2.1 Solve the chicken and eggs problem 
Without sellers, no buyers are interested in joining the e-marketplaces. And without 
buyers, no sellers are interested. So how do e-marketplaces go about solving the chicken 
and egg problem and getting the positive feedback loop started? (Brunn et al, 2002) 
Building the transaction volume and building numbers at the start, which one is more 
important? Sculley and Woods, (2000, cited by Brunn et al, 2002) argue that building the 
transaction volume is more important. Therefore e-marketplaces should target key 
players who are likely to trade the most and get them to join early, rather than focusing 
on signing up most number of players.  
 
There are two ways: 
 - target key players who are likely to trade the most and get them to join early, rather 
than focusing on signing up most number of players. To speed up the adoption process e-
marketplaces should actively help these key customers migrate transactions to the e-
marketplace. 
 - contracting with key buyers and sellers or perhaps offering equity in the e-marketplace 
in exchange for participation. (ibid) 
However, then, e-marketplace should aware of not becoming too biased to one side as 
this may alienate some of the participants (ibid) 
Besides, Stockdale et al (2002) stated that a degree of transparency is required to show 
which firms are already participating and to give some indication of the size of the 
market the trading site is already servicing and aims to service so that prospective 
participants should assess their compatibility with buyers and suppliers already 
participating in an e-marketplace. 
 
2.6.2.2 Exploiting Network Externalities 
Bases on the work of Goolsbee (2000) and Shapiro and Varian, (1999) about network 
externality, Brunn et al (2002) develop two more solutions to overcome the critical mass 
issue.  
For e-marketplaces, network externalities are present because the value of the e-
marketplace to its participants increases with the more participants it has. 
Goolsbee (2000), cited by Brunn et al, 2002 argues that in industries where strong 
network externalities are present some general strategies for achieving market dominance 
exist. And Brunn et al (2002) claimed that these strategies can be applied for e-
marketplace. They are: 
 

• Strategy of first mover advantages: an e-marketplace should not spend too much 
time refining its product and service offerings, as competitors are likely to achieve 
critical mass with an inferior offering before it can get its high-quality offering off 
the ground. 

• Using buzz to create expectations about the future is important for companies 
in network industries. Therefore, if an e-marketplace can convince customers that 
its service will be the most widely accepted, this will tend to be self-fulfilling. 
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• Target specific early adopters aggressively because it requires less effort to 
convince those companies of the benefits and the opportunities that e-
marketplaces bring about.  

• Use penetration pricing strategy to subsidize early use through low prices. 
However, careful consideration should always go into the impact such pricing 
decisions are likely to have on the long-term profitability of the e-marketplace.  

• Look for strategic alliances as e-marketplaces are trying to become the de-facto 
standard within their chosen focus segment, it helps to have powerful allies that 
can help make that happen. (ibid) 

 
Brunn et al (2002) also believed that because only one or two winners are likely to 
emerge in each distinct market space, consolidation is something that any e-marketplace 
should make contingency plans for. Also using the theory of positive network 
externalities, Dai et al (2002) believed that present B2B electronic markets are focused 
either on direct products for a particular industry or on indirect products across industries 
but the latest trend is to enable purchasing companies to procure both production and 
operating supplies from the same e-market. That means one strategy for e-marketplaces is 
to expand to both direct and indirect products. This strategy brings more resources to the 
e-market, and also makes better use of the positive network externalities associated with 
open trading networks. The authors gave example of the Ariba B2B Commerce Platform, 
the on-line MRO marketplace operated by e-procurement system provider Ariba, Inc., 
includes vertical Internet markets like SciQuest.com in its suppliers list 
 
2.6.2.3 Making Use of Protection Barriers 
Building liquidity is the ultimate defensive weapon for raising entry barriers for 
competing e-marketplaces and raising switching costs for e-marketplace participants in 
order to protect first mover advantages. If the company uses the e-marketplace for almost 
all its transactions, it becomes much harder to switch – both out of fear of revenue loss 
and resistance to change. Systems integration with the e-marketplace, contractual 
obligations, and equity stakes also help increase switching costs (Brunn et al, 2003). 
 
2.7 Revenue models 
 
A critical part of a business model is the determination of the sources of a firm’s revenues 
and profits. In the bricks-and-mortar world, many firms receive their revenues sources 
from selling products and servicing them. With the internet, the need to determine the 
sources of revenues and profit is more critical largely because of its property of mediating 
and network externalities. (Afuah, 2001, p 56) 
Brunn et al (2003) suggest that depending on the nature of value propositions, e-
marketplace should have different strategy for getting revenue. 
 
2.7.1 Value propositions of e-marketplaces and how to charge 
participants 
 
Value propositions of e-marketplaces are diversified in literature review. Some 
researchers concentrate on value like transaction cost and the facilitation of commerce 
transactions among buyers, sellers, and other trading partners. (Chen, 2001, page 149, 
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Gottschalk et al, 2002, Rayport et al., 2000, p361). Bakos (1997) stated that e-
marketplaces help increase the personalization and customisations of product offering 
and the aggregation and desegregation of information - based products components to 
match customer’s needs and to support new pricing strategies. 
 
Some other researchers concentrate on supply chain efficiencies. Grieger (2003) stated 
that e-marketplaces enable firms to trade and collaborate more efficiently and so promise 
to generate substantial savings and revenues. On the basis of a large benchmarking study, 
Stewart (1995) found that e-marketplaces are able to facilitate four areas that are keys to 
unlocking supply chain excellence: delivery performance, flexibility and responsiveness, 
logistics costs and asset management. Emiliani, (2000) believed that e-marketplaces can 
facilitate the settlement and after-sales phases such as collaborative planning, vendor-
managed inventory, third-party logistics, and joint product development, thus help 
develop the relationship between buyers and sellers.  
Bloch et al (2001) suggest that value propositions of e-marketplaces should be grouped 
into two categorizations: market intelligence and supply chain integration 
 
Market intelligence refer to the information provided by e-marketplaces that 

- helps suppliers to identify and serve yet unfulfilled needs 
- helps buyers enjoy a broader overview of available products and services and 

compare these offerings, find best sellers with more efficient assessment. 
- help reduce search costs for new suppliers, new products, lower prices or 

available stock 
Supply chain integration: 

- helps improve logistical process, lead to lower stocks or raise the availability of 
products 

- helps increases process transparency since the entire procurement process can be 
traced online and in real time. 

- helps lower administration cost for this process. 
 
Brunn et al (2002) have different approach. The authors put value propositions of e-
marketplaces into three groups. The authors argue that some value propositions, such as 
increased market efficiency is in fact transferred rather than created. For example, the 
increased price transparency imposed by e-marketplaces through reverse auctions and 
aggregation of supplier catalogues will benefit the buyers while the margins of suppliers 
are reduced. On the other hand, an auction initiated by a seller (e.g. of excess inventory) 
is likely to derive a higher and more perfect price implying a transfer of value from the 
buyer to the seller.  
 
The implication is that e-marketplace should impose fees on the party that benefits from 
the market efficiencies than on the party that does not benefit. (ibid) 
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benefits from the 
increased market 
efficiency 

Su
pp

ly
 c

ha
in

 e
ff

ic
ie

nc
y 

- Streamline internal processes 
(process automation) 
- Lower interaction cost 
- Process savings due to one-stop 
shopping 
- Lower inventory carrying costs 
- Lower cost in use (due to 
increased customization and 
access to superior products 
- Improved logistics management 

- Streamlined internal 
processes (process 
automation) 
- Lower interaction cost 
- Lower marketing and sales 
cost 
-Shorter product 
development cost 
- Better capacity planning 
and utilization 
- Lower inventory carrying 
cost 
- Improved logistics 
management 
 

- Offer superior 
functionality 
- Make sure buyers and 
sellers yield the full 
benefit 
- Change according to 
savings achieved by 
sellers and buyers 

N
ew

 v
al

ue
 

cr
ea

tio
n 

- Everything above and… 
- Access to new information 
based services 

- Everything above and… 
- Access to new information 
based services 
- Opportunity to offer new 
information based services 
- Better customer feedback 

- Everything above 
and… 
- Leverage position by 
inventing new 
information based 
services 

 
Table 2 Key Elements of Value Proposition Towards Buyers and Sellers. Sources: Andrew et al. 
(2000); Means and Schneider (2000); Brunn et al. (2002) 
 
2.7.2 Revenue sources 
 
There are five kinds of fees that bring revenues for e-marketplaces. The following pro’s 
and con’s of each type of fee are adapted from Brunn et al (2003) together with some 
notes from other researchers 

 28



 
 
Fee type Advantages Limitations 
Transaction fee: either flat fee per 
transaction or percentage of the value of 
transaction. (emarket services.com) 

Can be directly tied to 
savings 
Important revenue source 
when high level of liquidity 
(transaction volumes) is 
reached 

If process savings are not 
completely visible, users 
may move transaction 
offline 
Transaction fee is declining, 
and seem not appropriate 
(Bloch et al, 2001) 
(Stockdale, 2002), (Lunn, 
2002) 

License fee : allow users to install and use 
the require software 

Create incentive to do many 
transaction 
Customization and back-end 
integration lead to lock-in of 
participants 

Up front fee is a barrier to 
entry for participants 
Price differentiation is 
complicated 

Subscription fee: participants pay a monthly 
or yearly membership fee to enter the site. 
 

Prices can be differentiated 
Possible to build more 
revenue from new user 
group 

Fixed fee is a entry barriers 
for participants 

Fees for value-added service: :  these 
service may include product forecasting, 
customer buying patterns, usage profiles 
(Lunn, 2002) credit and financing activities, 
insurance, 
inspections/appraisals/refurbishment, 
transportation and storage, market 
information, consulting and other financial 
services (Upin, 2000, cited by Kathawala, 
2002) 

Service offering can be 
differentiated 
Price can be differentiated 
Possible to build more 
revenue from new user 
group or established 
 

Cumbersome process for 
customer to continue 
evaluate new service 
Large buyers or suppliers 
may already have the in-
house competencies or 
contract with third party and 
therefore will not pay for 
any service. 

Advertising fee: from industry players who 
want to advertise on a marketplace site and 
take advantage of traffic. 
 

Easy to implement Limited revenue 
Overdone or badly targeted 
advertisement can be 
disturbing elements on the 
website 

 
Table 3 Revenue models discussion, adapted from Brunn et al, (2003) 
One noting point is that most of researchers (Brunn et al, 2003), Lunn (2002), (Bloch, 
2001) agreed that transaction fee have been eroded, and value added service was the key 
revenue generating opportunity. Value added service is where e-marketplace can create a 
competitive edge for their operations. 
 
2.7.3 Alternative billing strategies 
 
Brun et al (2003), Lunn (2002) both agree that e-marketplaces should develop alternative 
billing strategies instead of solely relying on a single fee type. A report from McKinsey 
found that one successful e-marketplace has identified 30 activities (including postings, 
invoicing, order tracking) used by its customers (Lunn, 2002). It is preferable that the 
revenue model takes into account the different customer types and where possible uses 
prices that are tailored to specific customer segments. (Brunn 2003) A well-planned 
revenue model also needs to take into consideration any competitors the e-marketplace 
might have – both in terms of other e-marketplaces and other substitute services. (ibid) 
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Besides, as the nature of the e-marketplace is dynamic, the revenue model should 
continuously be adjusted to reflect the dynamic setup, the stage of the lifecycle, the 
specific competitive situation of the e-marketplace and the value perceived by the various 
customer segments. (Brunn et al, 2003). 
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3. RESEARCH QUESTIONS AND FRAME OF REFERENCE 
 
3.1 Research problem 
 
Seven factors that affect the success of e-marketplaces have been identified and 
elaborated in the literature review. They are target market, functions of e-marketplaces, 
neutrality and bias, partnership, technology, liquidity, revenue model. These factors are 
the synthesis of the work of many researchers. In the content of each factor, detailed 
discussions of each factor have been given. Based on these, we would like to state our 
research problem as:  
  

How can the factors influencing the success of B-to-B e-marketplaces be 
described? 

 
 
3.2 Research questions (RQs) 
 
The aim of the research questions is to divide the research problem into manageable parts 
that provides a comprehensive answer to the research problem. Five out of seven factors 
are included in our research. 
 
Target marketing is about evaluating each market segment’s attractiveness and selecting 
one or more segments to focus on. A company should target segments in which it has 
competitive advantages, where it can generate and maintain the greatest customer value 
over time (Kotler et al.,1999). It is important for e-marketplaces to choose target market 
because not all industries or products are suitable for e-marketplaces. Good target 
markets for e-marketplaces are identified as having the following criteria: 
• Market with high potentials of revenue and transaction (market size) 
• Market with high search cost 
• Market with high process cost (Berryman, 1998; Ramsdell 2000; Brun et al 2002 and 

Kaplan, 2003) 
 
To this point, we would like to raise our first research question  as follows: 
 
Research question 1: “How can the target markets in B-to-B e-marketplaces be 
described?” 
 
- Functions of e-marketplaces are the services e-marketplaces offer to customers (buyers 
and sellers). E-marketplaces will choose different functions to offer to customers 
depending on the requirement of the market. Functions of e-marketplaces help create 
value for customers (Brun et al, 2002; Bloch et al, 2002). While Brunn et al (2002) divide 
functions of e-marketplaces into two types: core function (which is e-commerce) and 
additional functions (which include the rest), A.T.Kearney (2002) divide functions of e-
marketplaces into three types: commerce, content and connection.  Functions of e-
marketplaces are so important that the consulting firm A.T. Kearney (2000) conducted 
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research on e-marketplaces’ functions and suggest how to have appropriate 
strategies/solutions for each function. Thus, which functions e-marketplaces should 
choose in their services to their customers and how e-marketplaces have solutions for 
each functions seem to be an interesting issue to investigate. Therefore, we would like to 
put our second research question as follows: 
Research question 2: “How  can the functions of B-to-B e-marketplaces be described?” 

t 

esearch question 3: “How can the technological problems encountered by B-to-B e-

Building liquidity is considered as the key success for e-marketplaces (A.T.Kearney, 

 eggs problem 

gate how e-marketplaces in practice choose which kind of 

esearch question 4: “How can the models for building liquidity in B-to-B e-

 Lack of revenues to support the business is always the concern of e-marketplaces’ 

- E-marketplaces are business models emerged thanks to the development of the interne
and information technology; there is no doubt that technology will play an important role 
in the operation of e-marketplaces. Technology is identified as among five critical 
success factors that e-marketplaces can use to help guide their strategies. (Deloitte 
research, 2002).Two kinds of technological problems e-marketplaces usually encounter 
are (1) technical uncertainty on reliability of e-marketplaces (2) differing communication 
standards between the platform technologies of the e-marketplace and internal systems 
and processes of the participant organizations (Eng, 2000) Choosing a right technology 
platform from the start become an important issue to e-marketplaces to avoid troubles for 
later development. (Brunn et al, 2002). From the above background, our third research 
question emerged: 
 
R
marketplaces be described?” 
 
- 
2000). Liquidity can be understood in terms of transaction volume and information. Both 
of them are important to the competitiveness of e-marketplace. Small transaction volume 
will lead to small revenues. Poor information will make the e-marketplace less attractive 
to potential customers (Brunn et al, 2002). Therefore, how to build liquidity is always the 
main concern of e-marketplaces’ management. Three methods are mentioned in the 
literature review: 
- Solve the chicken
- Exploit network externalities 
- Make protection barriers 
It is interesting to investi
methods. Thus we have the motivation to have our fourth research question put as 
follows: 
 
R
marketplaces be described?” 
 
-
management. It is very important for e-marketplaces to choose a way to charge its 
customers so that the fee will not deter the participation of the paying party and e-
marketplaces still get enough revenues and profit. The popular revenue models of e-
marketplaces are charging a transaction fee, ranging from 1% to 4% the deal but this 
number is inclined to drop due to the fierce competition between e-marketplaces (Day et 
al.) The other ways to get revenues are license fee, subscription fee, fees for value added 
services, advertising fee. And value added service is expected to be the key revenue in 
the future and is where e-marketplaces can create a competitive edge for their operations. 
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(Brunn et al, 2003; Lunn, 2002; Bloch, 2001) Another question is that to whom e-
marketplaces should charge the fee, buyers or sellers. According to Brunn et al (2003), 
fees should be imposed only on the party that benefits from the deals or proportionally to 
the received benefits. 
 
From the above background, the fifth research question emerged: 

esearch question 5: “How can the revenue models in B-to-B e-marketplaces be 

.3 Frame of reference 

.3.1 RQ 1 “How can the target markets in B-to-B e-marketplaces be 

ynthesizing from the ideas of Berryman (1998), Ramsdell (2000), Brun et al (2002) and 

here transaction savings can be realized with e-marketplaces 

• ucts where switching costs are lower (Yoo et al, 2003) 
dge (Lunn 

• 
n  

d sellers 
costs; information-intensive 

• esses based on 

• e to cut expenses 
ation (Ramsdell, 2000) 

.3.2 RQ 2 “How can the functions of B-to-B e-marketplaces be 

 order to answer the research question the following conceptual framework has been 

ata collection will focus on what kind of functions the studied e-marketplaces have and 

ommerce functions 

 
R
described?” 
 
3
 
3
described?” 
 
S
Kaplan (2003), we will study if the company have considered the following criteria for 
their chosen target market: 
• Industries or products w

(Berryman, 1998) 
industries and prod

• industries and products where e-marketplaces have an in-depth knowle
(2002), Dai et al, (2002) 
industries where internet penetration is high 

• industries that have a large base of transactio
• industries that have many fragmented buyers an
• industries that have high product search/comparison 

products with complex configurations and nonstandard specifications 
industries that have high process cost associated with manual proc
paper catalogs, manual requisitioning, telephone or fax-based ordering, as well as for 
credit verification, and order tracking 
industries where there is strong pressur

• industries where there is a climate for technological innov
 
3
described?” 
 
In
selected. 
 
D
how e-marketplaces deal with solutions to each function. Following functions and 
solutions for each function from the work of Brunn et al (2002) and The 3 Cs framework 
of A.T. Kearney (2000) will be used as reference in the investigation process. 
 
C
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First, we will see if the e-marketplaces choose commerce functions depending on the 

Catalog:  

tion 

 
esides, if the e-marketplace has the Catalog function, we will examine how it is 

ce 
conduct 

 
ontent functions 

w part provides a full list of content functions that e-marketplaces 

 what are the 

Commerce content: 
ription 

istings 

mation 
 

nt 

- Other Value added content: 
tion forum 

a 
ormation 

 
onnection 

n will be focused on identifying which kind of connection functions used 

mean trade is carried out automatically or with minimal human 

hird parties 

product characteristics inherent in the industry that e-marketplace are operating. 
 
- 
- Auction  
- HyperAuc
- Exchange 

B
operated in the e-marketplace. We will see if following solutions are applied: 

+ enable online purchasing at predetermined fixed prices via e-commer
+ offer posted inventory or posted price and link buyers and sellers to 
offline negotiation. 

C
The literature revie
often incorporate into their services. E-marketplaces should choose the content functions 
that are necessary and bring value to their customers (A.T. Kearney, 2000). 
We will check which kind of functions are used in the e-marketplaces and
motivations behind the decision. Following is the list of content functions: 
 
- 

+ Product desc
+ Accurate inventory l
+ Pricing information 
+ Product–related infor
+ Company profiles and ratings
+ Transaction process manageme
+ User purchasing information 
 

+ Community informa
+ Related party information 
+ Career information 
+ General industry dat
+ E-marketplaces site inf

C
Data collectio
by e-marketplaces: 
- Intraconnection: 
intervention. And if any, which level: order, payment, delivery or all of them 
-  Interconnection: interconnect the entire supply chain by partnering with t
service providers. Services include: logistics, risk management, maintenance and repair, 
order fulfillment 
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We will also investigate if the e-marketplaces implement connection strategies as A.T. 
Kearney (2000) suggest: 
- Work with services provider to build front and back office connection of information 
flows 
- Outsource the connection 
- Build these services capabilities in-house through internal development or acquisitions 
 
3.3.3 RQ 3 “How can the technological problems encountered by B-
to-B e-marketplaces be described?” 
 
As the work of Deloitte research (2002), Dai et al (2002), Katz et al , (1994, cited by Dai, 
2002)) in this section mainly provide a general understanding of technology issue 
(compatibility and mechanism to achieve compatibility) in e-marketplaces,  we will not 
collect data on this part. 
 
We will examine which criteria e-marketplaces take into consideration when choosing a 
technology platform and cross check with the five criteria that Brunn et al (2002) have 
stated in the literature review: 
- Able to support the development of advanced market making tools (i.e. different 
catalogue structures and auction types), integrated procurement tools (e.g. searchable 
catalogues and administrative tools), and advanced collaboration tools. 
- Support the migration of intimate supplier networks  
- Offer the possibility of frictionless integration with the ERP systems of participating 
buyers and sellers.  
- Operate under open standards.  
- Scalable, flexible and secure (ibid) 
 
3.3.4 RQ 4 “How can the models for building liquidity in B-to-B e-
marketplaces be described?” 
  
In order to study how e-marketplaces deal with building liquidity, following issues will 
be examined 
- How e-marketplaces solve chicken and eggs problems: 

+ target key players  
+ contracting with key players or offering equities (Brunn et al, 2002) 
+ increasing transparency (Stockdale, 2002) 

- How to exploit network externalities:  
+ strategy for first mover 
+ using buzz to create expectations about the future. 
+ target early adopters 
+ using penetration pricing strategy 
+ looking for strategic alliances (Goolsbee, 2000, cited by Brunn et al, 2002) 
+ expand to both indirect and direct products (Dai et al, 2002) 

- Make use of protection barriers by increasing switching cost with following measures: 
+ provide high system integration 
+ having contractual obligations 
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+ using equity stakes  
 
3.3.5 RQ 5 “How can the revenue models in B-to-B e-marketplaces be 
described?” 
 
To answer this question, we will collect data on the value propositions that the companies 
offer to participants and the fee for these values accordingly. We will use the framework 
of Brunn et al (2002) as this is broadest. The value propositions studied will be divided 
into three categories: 
- Market efficiency 
- Supply chain efficiency 
- New value creation 
 
Especially for the market efficiency part, we will check if e-marketplaces impose fee on 
the party that benefits from the market efficiencies or not (Brunn et al, 2002) 
 
When it comes to the revenue models, we will study which of following models e-
marketplaces apply and how important they are to the revenue source of the e-
marketplace: 
- Transaction fee 
- License fee 
- Subscription fee 
- Fees for value added service 
- Advertising fee 
We also check if e-marketplaces use a combined or only a single billing model and how 
they think about each model. 
 
3.4 Demarcations 
 
The focus of this thesis will be B-to-B e-marketplaces. The research will also be viewed 
from the e-marketplaces’ perspective. More specific, it is the view of the managers or 
executives of the B-to-B e-marketplaces as opposed to reviewing them from a 
participants’ point of view (i.e buyers and sellers’ point of view). Finally, the thesis aims 
to identify and describe factors that may influence that success of e-marketplaces, not to 
describe the causal relationship between these factors and the success of e-marketplaces 
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4. RESEARCH METHODOLOGY 
 
In this chapter the methodology of the study will be presented. The chapter contains a 
description of the purpose of the research, the research approach and strategy, data 
collection methods, sample selection, the general analytical strategy and it ends with a 
discussion concerning the quality standards of the research. 
 
4.1 Research Purpose 
Research purposes are normally divided into three different stages: (Saunders et al, 
2000), (Robson, 1993) 
- Exploratory Stage: In this stage the research is designed to allow an investigator to just 
“look around” with respect to some phenomenon, with the aim being to develop 
suggestive ideas (ibid). In other words, exploratory research is used to find out “what is 
happening, to seek new insights, to ask questions and to assess phenomena in a new 
light” (Robson, 1993, p42) or to clarify an understanding of a problem (Saunders et al, 
2000). 
- Descriptive Stage: Descriptive study is to “portray an accurate profile of persons, events 
or situations” (Robson, 1993, p4). 
- Explanatory Stage: Explanatory studies aim at explaining causal relationships between 
variables. (Saunders et al, 2000). 
 
In this study, we aimed at explore and describe five factors that may influence the success 
of e-marketplaces. They are target market, functions, technology, building liquidity and 
revenue model. 
 
4.2 Research Approach 
When conducting a research there are different ways to address the matter. Here we will 
present and give the reasons for the way we have chosen to approach our study. First, we 
will look at deductive versus inductive research approaches and secondly we will look at 
qualitative and quantitative research. 
 
Deductive and inductive approach 
According to Saunder et al (2000), the approach is called deductive when you develop a 
theory and hypothesis and design a research strategy to test the hypothesis. On the 
contrary, inductive approach is where you collect data and develop theory as a result of 
your data analysis.  
In our case, we first started with literature research to define a theoretical framework 
about which factors that may affect the success of e-marketplaces. Then, we examined 
how e-marketplaces in ‘real world’ do with these factors. Later on, we compared the 
result with the theories. Thus, our study was deductive. 
Qualitative and quantitative method 
In a qualitative approach emphasis is given to description and discovery based on data in 
the form of words rather than numbers. The quantitative approach, on the other hand, is 
signified by that all variables are measured by statistical methods, since the information 
mostly is transformed into numerical data. (Yin,1994).  
The best research method to use for any study depends on the studied research problem 
and the accompanying research questions. We used qualitative method in this study. 
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4.3 Research Strategy 
There are several research strategies to choose among. According to Yin (1994) the 
researcher can conduct an experiment, survey, archival analysis, history or case study as 
research strategy. What distinguish these strategies are three conditions: 
1. What is the type of research question posed? 
2. To what extent does the investigator have control over actual behavioral events? 
3. To what degree is the study focused on contemporary as opposed to historical events? 
By answering these questions, the researcher can obtain a clearer view of which    
strategy/strategies that are most suitable for the study. The three conditions and how they 
are related to each of the five research strategies are presented below (ibid.) 
 
 
Strategy Form of research 

question 
Requires control 
over behavioral 
events? 

Focuses on 
contemporary 
events? 

Experiment 
 

How, why Yes Yes 

Survey Who, what, where, how many, 
how much 
 

No Yes 

Archival analysis Who, what, where, how many, 
how much 
 

No Yes/no 

History How, why No No 

Case study How, why No Yes 

 
Table 4  Relevant Situations for Different Research Strategies, (Yin, 1994) 
 
An experiment is not suitable in this study because it requires control over behavioral 
events. The experiments are used when an investigator can manipulate behavior directly, 
precisely and systematically.  
A survey is not an appropriate strategy as our research question do not cover those topics 
like who, what, where, many or how. Besides, we use a qualitative method that is not 
suitable with survey method.  
We couldn’t use Archival analysis and History methods as the characteristics of the 
studied industry (e-marketplaces) is changing very fast, updated information and data is 
very important. Besides, it is not appropriate for a thesis to use only second hand data.  
It seems that case study is an appropriate strategy for our purpose. We have to use a lot of 
how and why questions to identify the importance of factors affecting the success of e-
marketplaces, we have little control over the behavioral events and the issue we 
investigate is a contemporary one. Besides, the fact that choosing case study strategy 
would not cost us so much time and resource as other strategy (e.g. survey) is also a 
factor in our selection 
. 
According to Yin (1994), a major distinction when designing a case study is between 
single and multiple case design. This means that a researcher has to decide whether to 
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do a single or a multiple case before conducting the data collection. The author believed 
that data from multiple cases is often considered more compelling and increase the 
validity. We are in this study going to use a multiple case design by studying two e-
marketplaces.  
 
4.4 Data Collection Methods 
According to Yin (1994), data can be collected for case studies via six different sources: 
documentation, archival records, interviews, direct observations, participant observations 
and physical artifacts. An outline of the strengths and weaknesses of each of these is 
outlined on the next table. 
 
Source of 
evidence 

Strengths  Weaknesses 

Documentati
on 

Stable: can be reviewed repeatedly 
Unobtrusive: not created as a result of 
the case 
Exact: contains exact names, references, 
and details of an event. 
Broad coverage: long span of time, 
many events, and many settings. 

Retrievability: can be low 
Biased selectivity: if collection is 
incomplete. 
Reporting bias: reflects (unknown) 
bias of author 
Access: may be deliberately 
blocked. 
 

Archival 
Records 

(Same as above for documentation) 
Precise and quantitative 

(Same as above for documentation) 
Accessibility due to privacy 
reasons. 

Interviews Targeted: focuses directly on case study 
topic 
Insightful: provides perceived casual 
inferences 
 

Bias due to poorly constructed 
Response bias 
Inaccuracies due to poor recall 
Reflexivity: interviewee gives what 
interviewer want to hear 
 

Direct 
observations 
 

Reality: covers events in real time 
Contextual: cover context of event 
 

Time consuming 
Selectivity: unless broad coverage 
Reflexivity: event may proceed 
differently because it is being 
observed. 
Cost: hours needed by human 
observers 
 

Participant 
Observation 

(Same as for direct observations) 
Insightful into interpersonal behavior 
and motives 

(Same as for direct observations) 
Bias due to investigator’s 
manipulation of events 

Physical 
Artifacts 

Insightful into cultural features 
Insightful into technical operations 

Selectivity 
Availability 
 

 
Table 5 Six Sources of Evidence: Strengths and Weaknesses (Yin, 1994, p. 80) 
First, a glance at the disadvantages of each method in the above table can help us exclude 
the Participant observation and Physical artefacts in our data collection method quickly 
as both are not suitable for our study (participant observation is investigator-biased and 
our study need no evidence on physical artefacts.  
In this study, we combined three methods: archival, documentation and interviews.  
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Primary and Secondary Data 
 
There are two different types of data: secondary and primary. Secondary data is data that 
have been collected for some other purpose while primary data is data collected and 
originated by researchers for the purpose of the investigation at hand 
In our case, we collected both types of data. Secondary data was from the internet and the 
website of the company.  
For primary data, there are three popular methods of collection: observation, interview 
(personal and telephone) and questionnaires. As mentioned in the previous part, 
observation method is ruled out as it is not suitable for our research objectives. So, there 
are two choices left: interview and questionnaires. Bryman (1992) have a very interesting 
discussion on the advantage and disadvantages of personal interview, telephone 
interviews. Personal interviews are like a questionnaire in a face to face setting. The 
researchers may meet problems associated with presence of interviewers: age, 
appearance, race, gender and social classes affect the preparedness of respondent. It’s 
very costly if survey is on large scale. For telephone interview, it is cheaper, 
administered, good answering rate, brief, more easily to supervise. The effect of personal 
affect is less and high numbers of interviews are possible. The disadvantage is researcher 
can not collect on site information, cannot see the puzzle of respondent though this is 
only necessary for social science research. For mailing questionnaires, researcher may 
receive poor respond rate, especially if the questionnaire is long and many. Or respondent 
may read the whole questionnaire before starting answer, thus make their answer more 
consistent. Another problem is what if a question is not clear? Is the right person 
answering the question? 
Based on Bryman’s arguments, we believe that telephone interview is best suited for our 
research. 
 
4.5 Sample Selection 
We have chosen two Swedish e-marketplaces for our case studies. In order to find 
appropriate companies, we went to the website eMarketservices.com to look for 
examples of e-marketplaces that are based in Sweden. From the list, we tried to search in 
old newspapers like Financial Times to find those who have had best practices. Two e-
marketplaces are identified: Phonetrade.com and Printoffer.com and luckily, both 
companies accepted me to do research on them. As we have 5 research questions, we 
believed it is appropriate to have two case studies as it is possible to find patterns of 
similarities and differences when analysing the data. 
The interview was conducted with Mr. Martin Eriksson, the founder of PhoneTrade.com 
and with Mr. Per Olof Alm, the founder, and manager of Printoffer.com 
 
4.6 Data Analysis 
According to Yin (1994) data analysis involves examining, categorizing, tabulating or 
otherwise recombining the collected data. Every investigation should have a general 
analytical strategy in order to determine what to analyze and why. Two general strategies 
are proposed: either researcher relying on the theoretical propositions and following the 
selected frame of reference, or developing a case description, that is, use a descriptive 
way to present data. There are four analyzing techniques within these strategies: 

- Pattern matching: comparing empirically based pattern with a predicted one 
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- Explanation building: A type of pattern matching where the goal is to analyze the 
case study data by stipulating a set of casual links about it 

- Times- series analysis: multiple measures of the dependent variable in order to 
look at changes over time 

- Program logic models: combination of pattern-matching and time-series analysis, 
where the complex chain of patterns over time is being stipulated 

In this study we used a selected frame of reference for the case study research. We also 
used pattern matching strategy as by comparing the case study with previous theories 
presented in the literature review. 
According to Miles and Huberman, (1994) analysis consists of three flows of activity: 
data reduction, data display, and conclusion drawing and verification. 

- The data reduction stage of the analysis helps the researcher to make the data 
sharp, sorted, focused, discarded, and organized in order to be able to draw and 
verify conclusions.  

- The data display is a way to organize and compress the reduced data so that it will 
make it easier to draw conclusions. This phase is useful when the researcher 
studies more than one case, a so-called multiple case. 

- Conclusion drawing and verification involve noting regularities, patterns, 
explanations, possible configurations, casual flows and propositions. 

In this study, these three steps are followed in order to analyze the empirical data. We 
used the within-case analysis. The data was reduced through a within-case analysis where 
the cases will be compared against the frame of reference. A cross case analysis was also 
performed with the intention to compare the two cases with each other, in order to find 
similarities and differences. Conclusions from these analyses will be drawn based on the 
patterns of similarities and differences, which are discovered in the data reduction and 
data display. 
 
4.7 Validity and Reliability 
Reliability refers to consistency of a measure. Validity refers the issue of whether it really 
relates to the concept that it is claimed to measure. And exercises in validity and 
reliability testing can be time consuming and costly, and beyond the reach of many 
researchers seeking simply to carry out an investigation (Bryman, 1992, p58). Therefore, 
we believe that we should try to “do it right” from the beginning.  
First, research problem is derived from intensive review of literature. Feed back and 
direction from supervisor will be of great help to ensure relevancy. The interview guide is 
developed from relevant theory to help get insight of the research questions.  
 
Yin (1994) adds that reliability is shown when the operations of a study, such as the data 
collection procedures, can be repeated with the same results. 
 
Besides, the quality of empirical research can be judged by conducting four specific tests. 
Since case studies are a type of empirical research, these four tests can also be applied 
when judging the quality of case study research. The four different tests are summarized 
below (Yin, 1994), 
- Construct validity: establishing correct operational measures for the concepts being 
studied. 
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- Internal validity: establishing causal relationships whereby certain conditions are shown 
to lead to other conditions, as distinguished from spurious relationships. 
- External validity: establishing the domain to which a study’s findings can be 
generalized. 
- Reliability: demonstrating that the operations of a study can be repeated with 
the same results. (ibid) 
In this study, in order to increase the reliability of the study, the most knowledgeable and 
relevant persons in the area are interviewed (they are persons dealing with the strategy of 
the company). Objective reference from news, reports regarding the companies’ 
investigated issues were also used to strengthen the reliability. The interview guides are 
sent before so that the interviewees could prepare before hand. The interviews were also 
recorded.  
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5 DATA PRESENTATION 
 
5.1 PHONETRADE.COM 
“Amid the many copycat websites, there are some strong players with innovative ideas. 
Phonetrade is a Sweden-based mobile handset exchange that has been a notable success 
since its launch in December 1998”  FT Telecoms November 2001 - IP & B2B 
 
Company information 
 
Phonetrade.com is owned and managed by Global Business Link AB (GBL), an 
independent, private Swedish company owned by Martin Eriksson, Allan Jansson and 
Visionalis AB. Phonetrade.com is a neutral portal, offering a marketplace for participants 
to trade mobile phones, accessories, spare parts and mobile phone software. 
PhoneTrade.com was established in December 1998 as one of the first pioneers of trading 
portals on the web. Phonetrade.com is an exclusive trading community for selected and 
approved member companies. Phonetrade.com offers their approved members a global 
trading service where members can act as buyers and sellers. Prices can either be fixed or 
be settled through negotiation. Phonetrade has a small core organisation based in Sweden. 
The aim is also to create a global virtual network of local partners for local trading in 
small quantities. The company currently has 300 members through out the world. The 
keyword at Phonetrade.com is to mix the state of art of technology with genuine and 
personal 24 hours service concept. 
 
The interview was conducted with Mr. Martin Eriksson, the founder of the company. 
Data were also collected from many sources like the company website, news, and the 
internet.  
 
5.1.1 Target market 
 
When asked about the main reasons to choose mobile phone as target market, Mr. Martin 
Eriksson said that he had been a mobile phone trader before and had experience and 
knowledge in the business. He believed following characteristics in mobile phone trading 
market are opportunities to start an e-marketplace: 
- Mobile phone trading market has high rate of unserious and unethical traders. Some 
players cheat and sell stolen or fake goods. Thus, an e-marketplace like phonetrade.com 
will help bring good players together and separate unserious traders. Mr. Martin Eriksson 
believed that the mobile phone market doesn't want nor need huge marketplaces with one 
system "specialised" on 1000 different products and without the special functions for 
control, trust and security. Compared to the open market and many other online trading 
facilities, Phonetrade.com is a trading community built on trust and good business ethics, 
a good platform for efficient business. He said “People tend to behave better when every 
one is watching them in the community like this”  
- Mobile phone market is a big market in terms of revenue. There is global trading for the 
products (meaning big quantity of mobile can move very quickly from one market to 
another if there is demand and price difference). Another contributing factor is cheap 
airfreight cost per unit. 
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-When mobile phone wholesalers order direct from the manufacturer, the time lag 
between placing an order and receiving the product can result in anomalies between what 
was ordered and what is needed.  
- Mobile phone products are well-known globally. Products’ characteristics are mostly 
standardized and easily understood by buyers and sellers from all countries. 
- Price competition have been becoming more and more fierce and margin became 
smaller and smaller. 
- The loyalty of buyers to seller was high before, but it seemed weaker now. 
 
Mr. Martin Eriksson also mentioned one disadvantage. He said there are only a few key 
brands (for example Nokia and Motorola) and because of their strength, these companies 
want to have control over everything related to their products 
 
Regarding geography focus, Phonetrade.com market is global. Phonetrade.com now has 
300 members from all over the world. Currently, Phonetrade.com is setting up 
Phonetrade Local Partners program and they started in Germany already with a 
representative in Berlin. Countries to come are Hong Kong, UK, US, Israel, Sweden, 
Denmark, France, Nigeria. Local partners are the ones with high purchasing power and 
will handle small orders in their assigned territory. As small orders cannot be done in 
Phonetrade.com, the establishment of local partners will increase purchasing power of 
phonetrade member network 
 
According to Mr. Martin Eriksson, Phonetrade.com are also working with more 
manufacturers such as Samsung, LG, Motorola… in order to create a group called 
Phonetrade approved manufacturers. Members can buy directly on phonetrade website 
and get delivery directly from the manufacturers. 
 
5.1.2 Functions 
 
Currently, Phonetrade.com offer following services 

 
Offers: where sellers can post their offers and only members can see and buy 
 
Request: where buyers can post their request about some products and only members can 
see and supply. 
 
Phonetrade Escrow: a transaction insurance service provided by Phonetrade.com for 
members. The way it works as follows: 
 

1) Buyer transfers their funds to Phonetrade Escrow  
2) Phonetrade.com verify the funds for the seller.  
3) Buyer and seller agree on terms of delivery/inspection of goods,  
4) Buyer gives Phonetrade the pay order and PhoneTrade release the payment.  
 
If the deal is off for some reason the buyer can ask PhoneTrade to refund the 
funds or use them for other deals coming up.  
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Phonetrade Escrow  is set up in co-operation with The Swedish Financial 
Supervisory Authority www.fi.se/english. The amount is secure even in case of 
bankruptcy in accordance to the Swedish law. Fee for the Phonetrade Escrow 
Service USD100 or 0,4 % on the capital, for larger amount, there will be 
negotiation.  
 

Phonetrade wholesale webshop: where sellers can post their offers and buyers can see 
and buy. Sellers need to be a Phonetrade member, but buyers do not. It is aimed at 
producers and big distributor. Currently Sony Ericsson, Spectronic and Krusell are 
offering products in the Wholesale section. Regarding Sony Ericsson, Phonetrade.com 
are a Global Customer Account at Sony Ericsson and purchase the goods from Sony 
Ericsson and sell exclusively to approved members with good conditions. This business 
model is under discussion with other manufacturers like Nokia, Motorola, LG and 
Samsung. 
 
In this web shop, phonetrade.com also sells. Phonetrade.com may buy mobile phones 
from manufacturers at good price and sell back to members. This is possible because 
each member is too small for ordering directly from manufacturers. In the future, 
Phonetrade.com plan to aggregate orders from members first and then order from 
manufacturers.  
 
Mr. Martin Eriksson said that in manufacturers’ perspective, phonetrade.com is used as 
an online channel to push products that are not fresh. Besides, phonetrade.com also helps 
them identify products that are still demanded in some markets. 

 
Phonetrade Latest news: where all the news about significant events related to the 
phonetrade community is posted. For example: welcome new member, new services 
offered by Phonetrade.com, changes in membership fee, new partnership… 
 
Phonetrade Member Info: member can submit the company profile and be featured in 
the latest news section. 
 
Phonetrade General Watchdog 
Twice a day, at 10 a.m. and 16 p.m., the Phonetrade General Watchdog is sent to all 
members. With Watchdog, members will find the latest news and the latest offers and 
requests. Watchdog can be customized according to member interests. Members can for 
example, specify a special model, quantity or price. The watchdogs will notify members 
immediately when an offer or request, matching the set specifications by sending an 
email.  
 
Ranking function (coming) 
Phonetrade will soon set up a ranking system for members. Number of closed deals 
which satisfied both parties is important parameter for rating members. This ranking will 
help members have an idea about who they are dealing with.  
 
Phonetrade software shop: where software for mobile phones are sold. Customers can 
buy and download softwares directly from the site.  
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The company plan to add no more functions at least this year. The strategy of the 
company on this issue is step by step in order not to make customers confused with so 
many functions. As Mr. Martin Eriksson put it “We can’t push all the services at one 
time. We have to feed them slowly, steps by steps.”  
 
5.1.3 Technology 
 
Mr. Martin Eriksson said that the company have very good partner in technology 
(www.textalk.com). The contract is long term. Payment spread over the year, thus pose 
no financial burden for the company. 
 
When asked how the company planned for technology investment, Mr. Martin Eriksson 
said that the company always considers the financial possibility first. He said “we check 
on the revenue, we check on what is happening here, and on this assessment, we will 
decide what and when to invest” 
 
During the years, the company saw no problem in adding more functions to current 
website and system.  
 
PhoneTrade.com welcomes members’ feedbacks on technical functionality. Mr. Martin 
Eriksson said that very much of the latest improvements are based upon ideas from 
members. 
 
Phonetrade.com also gives priority to training member to use different functions at 
Phonetrade.com. There is a support team for helping users on this matter. Members that 
are uncertain using the add offer/request, respond, negotiation system can mark their 
offer/request test offer. This offer will only be seen by the support team who will respond 
to the members and guide them through the system.  
 
5.1.4 Building liquidity 
 
Recruiting members: 
 
According to Mr. Martin Eriksson, the company had following activities in order to 
recruit members: 
 
During the first year, phonetrade.com did some advertisement on the magazines but Mr. 
Martin Eriksson thought it didn’t pay off. 
 
The company gave membership fee for free during some first months. Mr. Martin 
Eriksson remembered that phonetrade.com got around 20 members after three months. 
Then the membership fee was 89 USD per year. In year 2000, it was 289 USD per annum 
and now is 500 Euro per year. 
 
From Jan 2004, Phonetrade.com offered a 30 days free trial for new members. And only 
in five months, the company got around 130 new members. Phonetrade expect to get 600 
members before the end of this year. 
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Other way is direct marketing. Mr. Martin Eriksson said that when he found some names 
that he thought maybe PhoneTrade.com’s potential member, he just called in and 
introduced the services of the company. 
 
PhoneTrade.com also participated in Cebit (the world largest annual trade show for 
information and telecommunications technology in Hanover, Germany) in 1999. 
The company has two domain names, phonetrade.com and phonemarket.com. 
Phonemarket.com serves as the main entrance and is more like an advertising site for the 
company. Mr. Martin Eriksson said that having more domain names is like marketing 
with search engines, people can come to the site by different ways. PhoneTrade also have 
its name optimized for hits in search results. 
In November 2001, Phonetrade.com is covered in an article by FT.com and this helped 
spread the name of the company. 
 
Customers relationship 
 
Mr. Martin Eriksson said that as Phonetrade.com is a small professional group that 
emphasize on trust and business ethics, every member have to commit to phonetrade.com 
terms and conditions. Since 1998 only 5 members that did not live up to the Phonetrade 
Golden Rules and Terms and Conditions were disconnected for lifetime. 
 
To make process of screening members more effectively, PhoneTrade also co-operate 
with Swedish Embassies/Trade Councils branch organisations such as 
http://www.fcs.org.uk and others.  
 
Mr. Martin Eriksson said the company has no problem with drop-out rate of members. 
Mr. Martin Eriksson emphasized the importance of developing relationship with 
members. He believed in personal meetings.  Mr. Martin Eriksson has met at least 100 
members and prospects at exhibitions world wide. Members are also welcomed to 
PhoneTrade office in Gothenburg Sweden. Mr. Martin Eriksson said that from personal 
meeting, he identified potential customers that should be given priority on. Feedbacks 
and suggestions from customers during these discussions are valuable. 
Phonetrade.com also helped customers in other business if possible. For example, in 
Cebit trade fair, Mr. Martin Eriksson used his relationship with a Swedish travel agency 
in Hanover to book good accommodation for Phonetrade’s customers (which was very 
hard to find at that time) Customers who come to Gothenburg to visit Phonetrade.com 
also enjoy 30% discount thanks to agreements between Phonetrade.com and local hotels. 
Mr. Martin Eriksson said that these activities improved the relationship between the 
company and its members. He said “if you socialize with your community like this, it 
will make like family feelings” 
The company also have rewards for active members. Active members are those who 
involve in business activities such as recruiting new member, finalise deals, posting 
offers, requests and respond at Phonetrade.com, coming up with development ideas. The 
most active members will be rewarded. 
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In Dec 2003, Mr. Martin Eriksson went to Nigeria with Sweden trade commission to 
Nigeria and during the trip he took opportunity to meet current members as well as 
recruit new members from Nigeria. 
 
In order to make the goods on the site more diversified, Phonetrade.com are discussing 
with other manufacturers like Samsung, LG, Motorola…so that these manufacturers can 
offer products on the site. 
 
When asked about the policy to offer equity to big players, Mr. Martin Eriksson said it 
may not be suitable to Phonetrade.com because it will make the portal too focused on 
products of these players and became less neutral. 
 
But the company give special treatment to big players. An example is a trading company 
in Hongkong that made around 400 offers for used phone. Phonetrade.com then set up 
special department so that offers of used phone will be separated from new ones. Another 
example is the Local Phonetrade partner, who will pay for licence and then receive 
special discount from orders from Phonetrade webshop. 
 
5.1.5 Revenue models 
 
Value propositions to customers: 
 
When asked about the benefits that members of PhoneTrade.com can gain through 
joining the community, Mr. Martin Eriksson pointed out following issues: 

- Members have a trusted trading community for mobile phones and accessories. 
- Members can have access to more buyers, sellers. 
- Members can have a good source of market information 
- Buyers can aggregate orders together to get better price 
- Sellers can use PhoneTrade.com as a new channel to push out inventories. 
- Members can get products in short time to satisfy the needs of the market, thus 

lower the inventory and opportunity cost. 
 
Regarding the revenue issue, revenue of Phonetrade.com came from following sources: 
 
Subcription fee: Phonetrade use subscription fee for all members. The membership fee 
per annum is EUR 500. According to Mr. Martin Eriksson, as the majority of members 
can be both buyers and sellers, they buy from one side and sell to another, fee charged for 
both buyers and sellers is justified. 
 
Commission from deals closed on Phonetrade webshop: Commission is charged on 
the sellers. The fee is varied cases by cases, depending on products or transaction 
volumes and on negotiation. 
 
Margins from sales in webshop: As mentioned before, phonetrade.com also sell in the 
web shop. According to Mr. Martin Eriksson, margin from these activities contribute a 
big part of the profit of the company. 
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Besides, sometimes, phonetrade.com help some members by selling their products on 
phonetrade.com’s name and received some commission, too.  
 
Phonetrade Escrow Service: Fee for each transaction is 100 USD or 0,4 % on the 
capital. For larger amount, there will be negotiation. 
 
Finally, Mr. Martin Eriksson said that as the company operates on the basis of low cost, a 
large part of revenue is profit. He added that the company started getting profit in 
financial year of 2002. 
 
From June 2004, a new price policy will be implemented as follows: 
 
EUR150 : registered approved with access 
EUR500 : a real membership with good attention and service from PhoneTrade.com 
EUR1000 : a real membership with very good attention and service from 
PhoneTrade.com 
EUR10000 : membership for Phonetrade Local Partners 
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5.2 PRINTOFFER.COM 
 
Company information 
 
Printoffer.com is owned and managed by Björn Kronvall and Mr. Per Olof Alm. The 
company started in April 1999. Head quarter is in Falun, Sweden. Printoffer is a 
completely neutral and independent marketplace where buyer and sellers in printing 
works can join to look for new customers and new suppliers. In order to join Printoffer, 
sellers and buyers have to become members and the membership fee is the revenue 
source of the company. Members of the company came from all over the world. 
However, the strong focus market is Sweden and Nordic countries. The company has two 
employees and operates on a very low cost basis.  
 
The interview was conducted with Mr. Per Olof Alm, the founder, and manager of the 
company. Data were also collected from many sources like the company website, news, 
and the internet. 
 
5.2.1 Target market 
 
Printoffer focus on bridging buyers and sellers’ demands for 22 different categories of 
printing matter. These categories can be grouped into 7 groups as follows: (The following 
statistics are based on approximately 3,500 quotation inquiries) 
 
1 Brochures, folders, publications, catalogues 53% 
2 Sheets, cards, blocks 13% 
3 Envelopes, writing paper, visiting cards 11% 
4 Books 8% 
5 Miscellaneous 6% 
6 Posters 5% 
7 Tabloids 4% 
 
Table 6 Category percentage traded in Printoffer.com 
 
Sellers are Print shops from over the world and any buyer of printing jobs can be buyer of 
Printoffer.com 
 
Geographically, Printoffer is global e-marketplace with Scandinavian focus. This can be 
shown in the numbers of Printshops that have joined Printoffer so far: 
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Country Number of 

members 
Country Number of 

members 
Sweden     171 Italy     3 
Denmark     28 Pakistan     2 
Norway     16 Iceland     2 
Germany     12 Hong Kong     2 
Finland     9 Greece     2 
United Kingdom     8 Austria     2 
Estonia     8 United States     1 
Lithuania     7 Switzerland     1 
Poland     4 Spain     1 
Turkey     3 India     1 
 
Table 7 Number of members of Printoffer.com (updated to April 2004) 
Because Printoffer is Sweden-based and the founders and owners are Swedes, Printoffer 
have strong focus on Sweden. Printoffer.com website has six language versions: Danish, 
English, Finnish, German, Norwegian and Swedish. But sellers that joined Printoffer.com 
are coming from a lot more countries. 
 
The reason Mr. Per Olof Alm and his colleague chose Printing as the market target is that 
they both had experiences in the fields, as buyers. At that time, they are both working 
with marketing and got the idea that it would be possible to use the benefits of the 
Internet to make a more perfect market for buyers and sellers in the field of printing. 
 
When asked about characteristics of printing market, Mr. Per Olof Alm said that the first 
factor is the price characteristic in printing market. There used to be a big difference in 
price between suppliers for a same order with the same quality, sometimes up to 30% and 
an e-marketplace could help lower the difference. 
 
Second, printing market is a typical fragmented market, where neither  buyer or seller is 
so powerful that it can decide the price or other conditions, thus pose an opportunity for 
fair competition.   
 
Third, he believed that Printing is a market with high potential of revenues and 
transaction because the characteristic of the business allow the company to do business 
on the international scale, and Printoffer did focus on a “small global market”.  
 
Fourth, high search cost is also an important characteristic of printing business before the 
application of internet are introduced. He said that search cost is shown in terms of the 
time buyers spending in telephoning, faxing, getting quotes and comparing price from 
suppliers. He confirmed that his e-marketplace has lowered search cost for customer 
through internet. But he thought if a company wants to know more about its customer, an 
e-marketplace can only help in the early stages of contact. 
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Fifth, about the product characteristics, he said that products in printing is mostly 
standardized and don’t need intensive information or complex configuration. Buyers just 
need to state numbers of copy, what kind of paper, which size of printing, how much 
color should be used… And the sellers can offer quote on these information easily. 
 
Sixth, buyers in printing industry do not usually switch sellers. According to Mr Per Olof 
Alm, they normally stick to one or two suppliers for long time. Many new users of 
Printoffer often said to him that they hesitate to join Printoffer because they afraid to lose 
permanent contact with current suppliers. 
 
He also said that people who work in the printing industry, both buyers and sellers, are 
very good at using the internet. They used to send email, brochures and materials through 
the internet for long.  
 
For the issue of focusing on big players, Printoffer.com don’t apply this technique. Mr. 
Per Olof Alm said because Printoffer is a neutral portal, the company treat small as well 
as big player all alike. 
 
5.2.2 Functions 
 
Mr. Per Olof Alm said that currently Printoffer.com offer two services: RFQ (Request for 
quote), RFP (Request for proposal). 
 
The website is easy to use and the process is simple. First, the interface on Printoffer is 
self-explanatory to use so users don't have to be an expert. Printoffer have constructed 
templates in order to facilitate the process of describing and keying the details of 
quotation inquiry The RFQ contains all the information that printers need to be able to 
quote on the job, such as the number of pages, the type of paper and binding, the delivery 
date etc. The buyer specifies on the Printoffer website what he wants to buy by keying in 
the details of quotation inquiry. 
 
In case the offer quotation inquiry does not fit in the offer template, buyers can write a 
character in the obligatory details that are not relevant. Then, buyers will use the box at 
the bottom of the offer template and describe their required printed matter in words. This 
will enable interested printers to contact buyers for further information. 
 
If the request matches what the sellers can offer, Printoffer sends the sellers an email with 
details of the Request for Quote.  
 
There are 22 different categories of printed matter at Printoffer and the sellers can choose 
which categories of quotation inquiries the sellers would like to receive, and the 
minimum and maximum number of copies in each category. As soon as a buyer has make 
an inquiry that sellers are interested in, Printoffer mails it to sellers automatically. This 
kinds of match help prevent sending inquiries to irrelevant print shops. Therefore, this 
function saves times for sellers. 
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The sellers examine all the bids and then make a selection based on their price and other 
factors Sellers then make calculations and submit an offer by e-mail directly to the buyer. 
So, none of the printers know what the other has quoted. However, the order and order 
acknowledgement, as well as payment are carried out in a traditional way, between the 
buyers and sellers, not involving Printoffer. Sometimes sellers made it so quick that it 
only takes a few minutes before buyers to receive replies.  
 
Printoffer.com also offers some functions that attract more buyers to the site. When 
buyers place a quotation inquiry at Printoffer, the usual print shops of buyers also receive 
the inquiry completely free of charge. They do not even need to be included in Printoffer, 
or to join Printoffer. What buyers have to do is to write in the e-mail addresses of their 
usual print shops when making the application. Thus, buyers avoid having to call or fax 
the other print shops, and in just a few minutes make the best possible quotation inquiry 
through Printoffer. 
 
Printoffer also guarantees hat they will not use these addresses for their own purposes and 
buyer can at any time add or remove their own print shops, or change their e-mails. 
 
With regards to plan to add more services, Mr. Per Olof Alm said that currently the 
company don’t have any plan for adding more new services. In details, we asked about 
his opinion about adding the payment securing tool and members rating. Mr. Per Olof 
Alm said that because he want his company to be neutral, thus, it is important for 
Printoffer to not involve in the economic process of buyers and sellers. For sellers rating 
tool, he think that it is hard to do because the company cannot take responsibility for 
judging all members. Mr. Per Olof Alm believed that the way to expand is not to make 
more sophisticated software, but to expand in the marketplace, to make more people to 
know about your services. “People are conservative and are a little bit scared of doing 
business on the internet. They are still working on the traditional way and that is why 
Printoffer don’t want to do more things. What we want to do is to help them get better 
bids and better suppliers for printing jobs. We are marketing people from the beginning, 
so we have good idea about what the market can accept and what kind of change we 
should do. People who don’t work with marketing usually overestimate the willingness of 
the market to change and accept new things.” 
 
5.2.3 Technology 
 
Mr. Per Olof Alm said that in general, the company didn’t have any big problem with 
technology issue. Printoffer.com outsourced most of the technical work from the 
beginning. He said when starting the company in 1999, Mr. Per Olof Alm and his 
colleague just hired a web design company to build the structure. Because the company 
has no in-house technician, so, for every small change, he had to ask the website 
company to do and that took time and cost a lot of money. He believed that if he had 
brought in a technical partner, it would have cost less. Besides, as the website have six 
language versions, the work for translation and managing consistence of the content 
between different versions added up more cost. 
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5.2.4 Building liquidity 
 
During start-up days, to attract buyers and sellers to the website, Mr. Per Olof Alm said 
that Printoffer.com gave a free membership for a period of time to attract more sellers. 
Sellers could have a free 90 day trial period before deciding to be the member and pay 
membership fee. He believed that the 90 days period is quite long enough for sellers to 
see the benefits of joining Printoffer. During this time sellers can reply to all offer 
quotation inquiries and conduct business as usual. When the trial period is over sellers 
will continue to receive inquiries, but will not be able to see who has made them. 
Currently, free trial period is 30 days.  
 
At the moment, sellers from some countries that is difficult to get print jobs due to 
distance such as Hongkong, China, U.S…can have a trial period of one or two years.  
 
Mr. Per Olof Alm added that the company became known thanks to its position as first 
mover in the area. He said that the company was set up in spring1999 and later on when 
the internet booming came, papers and magazines, including the biggest papers in 
Sweden, are interested in writing articles about Printoffer. Thus the name Printoffer 
quickly spread about. He said it was luck. 
 
The company also lowers the membership fee to attract more members. The fee is 
reduced to US 500/year in March 2004. (Before, it is US 1,200/year). Although the 
member drop-out rate has already been low, Mr. Per Olof Alm also hoped this price 
reduction will make the drop-our rate even less. 
 
Mr. Per Olof Alm said that there are some competitors following his company in the 
business in the past but they seemed not get enough money. The reasons of their failures, 
according to Mr. Per Olof Alm, is that they concentrate too much on technological side, 
they added more and more sophisticated software. These activities cost a lot of money 
and most of the money was from the venture capitalist. But when they couldn’t pay back, 
the capitalists lost interest and the company went bankrupt. He said that during 2001, 
every week Printoffer.com also received investment proposals from all over the world. 
But he decided to reject so that he can manage the company the way he wants it. 
 
Printoffer doesn’t offer equities or have any to any third party. Printoffer's development 
is only financed by revenue, and develops at the same rate as the market expands. 
Printoffer has no loans, debts or connections to venture capital. 
 
5.2.5 Revenue models 
 
5.2.5. 1 Benefits for buyers and sellers 
 
When asked about the benefits buyers and sellers can gain from the services of Printoffer, 
Mr. Per Olof Alm believed that the company offer buyers the possibility to get quotes 
from many print shops that specialize in exactly what the buyers are asking for. The 
result for the buyer will be lower price. Experience showed that the price buyers get from 
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sellers through Printoffer is between 20 and 40 % lower, and the quality also higher. And 
buyers normally receive 5 to 15 quotations for an inquiry.  
 
He said “People used to think that if you want to get high quality, you have to pay more. 
But it is not the fact. As many print shop can try free for one month, those shops that 
have jobs will join. But for those who cannot get any job or very few, they will not join. 
So, in fact, most of the shops in Printoffer are competitive, and the point is that Printoffer 
have separated the competitive print shops from the non-competitive shops” Thus, he 
said that by joining Printoffer, the buyers have the opportunity to have bids from very 
competitive suppliers. 
 
He also said that some buyers also used Printoffer.com as a mean to check price and 
quotes from many sellers and then use this information to negotiate with their current 
offline suppliers. 
 
He believed that there are many benefits for sellers. First, it is to save time. Mr Per Olof 
Alm said that before, sellers have to receive orders through fax and phone. Now, with the 
form provided by Printoffer on the website, Requests of Quotes sent to sellers now are 
more specified and structured. Thus, the sellers can work very quickly on it.  
The second benefits are chances to get more potential customers. He said that in 
statistical terms every seller who joined Printoffer has received close to 20 new jobs from 
Printoffer. Besides, many customers continue to purchase from the print shops they have 
made contact with through Printoffer.  
Moreover, many sellers reported that through Printoffer, they have got new buyers from 
abroad. Printoffer help them have rapid and simple contacts with buyers on international 
markets, which they otherwise would not have had time or been able to afford to 
cultivate.  
And finally, sellers that join Printoffer can have a good idea of what the market demands 
and the competition. 
Mr. Per Olof Alm also admitted that there was some sellers who thought that 
Printoffer.com is a threat to their current sales channel. Some of their customers have 
used the website Printoffer.com, found competitive quotes and left them. And Mr. Per 
Olof Alm also said that it was this that pushed them to join Printoffer.com. He confirmed 
that a competitive price is the first stage for sellers to get the job through Printoffer, after 
which other factors such as quality, competence, service and kind treatment come into 
play. 
 
However, Mr. Per Olof Alm said that channel conflict is also not very serious because the 
services the buyers require from sellers are very specific. This means every order needs 
specification and not all sellers can have enough ability to provide all kinds of orders. He 
believed that Printoffer.com serve as a new channel to find customers for sellers rather 
than a substitute. 
 
5.2.5.2 Revenue models for Printoffer.com: 
 
With regards to the fee that Printoffer charge customers, currently, Printoffer charge 
sellers a membership fee of 500 US dollar per year. (Before it was 1,200 US dollars per 
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year) Buyers can join Printoffer for free. Mr. Per Olof Alm believed that it is small price 
and it is reasonable because what Printoffer provide for customer is only a marginal 
service. By this, he meant that no Print shop relies on Printoffer for their survival. 
Printoffer only brought more jobs to them. 
 
Mr. Per Olof Alm also said that though the company have only one source of revenue, the 
company have gained profits. He said it is mainly due to the low cost operation. 
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6. DATA ANALYSIS 
 
6.1 PHONETRADE.COM 
 
6.1.1 Target market 
 
Martin Eriksson said that he started PhoneTrade.com in 1998 because he has been a 
phone trader and has experience in the business. PhoneTrade.com is a marketplace for 
participants to trade mobile Phones, accessories, spare parts and mobile phone software. 
We found this fact in correlation with Lunn (2002) who believed that e-marketplace need 
to position themselves into a narrow and more specialized roles, focus on specific 
industry groups or areas because e-marketplaces need to have in-depth knowledge about 
the area they are serving.  
 
In the interview, Mr. Martin Eriksson expressed his opinions about why mobile phone 
market is attractive to set up e-marketplace.  
 
Following points are found in agreement with the theory:  

- Mobile phone market is big in terms of revenue. (in agreement with Ramsdell 
(2000). 

- Price competition has been becoming more and more intensive. (in agreement 
with Ramsdell, 2000, who mentioned about industries where there is strong 
pressure to cut expenses) 

- In the mobile phone market, time lag between placing an order and receiving the 
product can result in anomalies between what was ordered and what is needed. E-
marketplace will help reduce this problem. (in agreement with Ramsdell (2000) 
who said the longer and the less efficient the supply chain, the better it is for the 
marketplace) 

- The loyalty of buyers to seller decrease over the time ( in agreement with Yoo et 
al, 2003, who mentioned industries and products where switching costs are lower) 

 
One point is found in contradiction with the theory: 
- Mr. Martin Eriksson said products’ characteristics in mobile phone market are mostly 
standardized and this characteristic is suitable for the operation of e-marketplace. 
Whereas, the theory (Ramsdell, 2000) said the attractive characteristic is high vendor and 
product search/comparison costs; information-intensive products with complex 
configurations and non-standard specifications. 
 
One point in the company’s view cannot be found in the theory: 

- The company said that the mobile market has high rate of unserious and unethical 
traders. E-marketplace can bring more control, trust and security to the market. 

 
The company also said one disadvantage is that there are only a few key brands in the 
market. We found this point in agreement with Berryman (1998), who believes that, e-
marketplaces should avoid where buyers or sellers are particular powerful.  
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Brunn et al (2003), Lunn (2002) stated that the target customers e-marketplaces should 
focus are key players. This is supported by two data from PhoneTrade.com:  

- Phonetrade.com is working with more manufacturers such as Samsung, LG, 
Motorola… in order to create a group called Phonetrade approved manufacturers. 
These are key manufacturers and sellers. 

- Phonetrade.com is setting up Phonetrade Local Partners program. Local partners 
are buyers with high purchasing power on PhoneTrade.com. These are key 
buyers. 

 
6.1.2 Functions 
 
The 3 Cs framework of A.T. Kearney (2000) about functions of e-marketplaces divided 
functions into 3 categories: Commerce, content and connection.   
 
Data collection from PhoneTrade.com showed that the services of the company fall into 
two functions: commerce and content. 
 
6.1.2.1 Commerce functions:  
 
Catalogue: Phonetrade wholesale webshop, Phonetrade software shop. 
 
In Catalogue functions, A.T.Kearney (2000) said that there are two solutions for how 
commerce is operated in the e-marketplace 

+ enable online purchasing at predetermined fixed prices via e-commerce 
+ offer posted inventory or posted price and link buyers and sellers to conduct 
offline negotiation. 

 
In Phonetrade wholesale webshop, when data collection from the company revealed that 
PhoneTrade.com combined two methods in the commerce activities of participants. 
Traders on PhoneTrade.com in some cases can either purchase online at predetermined 
fixed price or post price or then conduct offline negotiation. 
 
Phonetrade software shop is found operated in the same way with the first solution of 
A.T.Kearney (2000): enable online purchasing at predetermined fixed prices via e-
commerce. This can be understood due to the characteristics of this kind of products: 
software can be bought and delivered right on the website. 
 
Auction:  the Offers and Request services of PhoneTrade.com fall into Auction category.  
 
There is no service that falls into HyperAuction and Exchange category. 
 
6.1.2.2 Content functions:  
 
Folowing services in PhoneTrade.com can be categorized in Content Functions: 
Phonetrade Escrow, Phonetrade Latest news,  Phonetrade Member Info, Phonetrade 
General Watchdog, Ranking function. 
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A.T. Kearney (2000) said that good content helps educate buyers and sellers and creates a 
greater sense of control over the transaction. Rich commerce content will brand e-
marketplaces as a trusted site for conducting transactions. Content enables relationship-
building, easing the buyer/seller transition to the e-marketplace site and creating a loyal, 
sustainable user base. This is supported by the data from the company, that 
Phonetrade.com is aimed to become a trading community built on trust and good business 
ethics. The company pay much attention on special functions for control, trust and 
security like PhoneTrade Escrow, Ranking function. 
 
6.1.3 Technology 
 
Regarding the issue of which kind of technology problems e-marketplaces usually 
encountered, the data collection didn’t find any related information. 
 
For the issue of criteria that e-marketplaces should take into consideration when choosing 
a technology platform, the data collection revealed that the company planned for 
technology investment right from the beginning and depending on the financial status that 
functions would be added steps by steps. To this moment, the company saw no problems 
in adding more functions.  
 
These are in agreement with two criteria in the theory (Brunn et al, 2002) 
- Technology platform should be able to support the development of advanced market 
making tools (i.e. different catalogue structures and auction types), integrated 
procurement tools (e.g. searchable catalogues and administrative tools), and advanced 
collaboration tools. 
- Technology platform should be scalable, flexible and secure. 
 
Besides, there are two findings that are not mentioned in the theory about technical issue: 
 

- Feedbacks from users help improve very much the technical functionality in 
PhoneTrade.com 

- Training members for technical use is an important task of the company. 
 
6.1.4 Building liquidity 
 
6.1.4.1 Solve chicken and eggs problems 
In the process of building liquidity, e-marketplaces are advised to solve chicken and eggs 
problems by targeting key players (Brunn et al, 2002) This is supported by the data from 
the company, that PhoneTrade.com are a Global Customer Account at Sony Ericsson, 
purchase the goods from Sony Ericsson and sell exclusivily to approved members with 
good conditions. And this business model is under discussion with other manufacturers 
like Nokia, Motorola, LG and Samsung. 
 
The theory also said e-marketplace should increase transparency (Stockdale, 2002). This 
is consistent with the data collection. Phonetrade.com is a small professional group that 
emphasize on trust and business ethics. Before approving any members, Mr. Martin 
Eriksson checked and screened them directly. Moreover, Phonetrade General Watchdog, 

 59



Phonetrade Member Info, Phonetrade Latest news, PhoneTrade Ranking are functions 
that bring updated information to users and thus, a high degree of transparency in the site. 
 
6.1.4.2 Exploiting Network Externalities 
 
One important strategy in building liquidity is to exploit network externalities (Brunn et 
a, 2002). There are many ways to exploit network externalities: 
 
PhoneTrade.com gave free membership at the beginning and very low membership fee 
during the first years can be considered as penetration pricing strategy (Brunn et al, 2002) 
 
PhoneTrade.com was also the first e-marketplace for mobile phone in Scandinavia and 
Europe market. This is in agreement with theory about the advantage of being first mover 
by Brunn et al, 2002. 
 
PhoneTrade.com took advantage of being on the news, for example, the company is 
selected one among ten successful e-marketplaces in Europe and covered by Financial 
Times in year 2001. This is supported by the theory about using buzz to create 
expectations about the future so that customers can be convinced that the e-marketplace 
will be widely accepted. (Brunn et al, 2002) 
 
Data collection also showed that PhoneTrade.com implemented marketing activities such 
as direct marketing, internet marketing (through search engine), public relations 
(participate in Trade fair). 
 
6.1.4.3 Make use of protection barriers by increasing switching cost 
 
Brunn et al (2003) suggested three ways to increase switching cost:  

+ provide high system integration 
+ having contractual obligations 
+ using equity stakes 

 
Three of the methods are not found in the case of PhoneTrade.com. 
 
It is interesting that the company use another method that is not mentioned in the theory. 
The company emphasized the importance of developing relationship with members. Mr. 
Martin Eriksson believed personal meetings and social contacts with customers will make 
them feel more confident in the company and more attached to the site. Rewards for 
active members, special treatment to big players are an evidence of the policy stressing 
on customer relationship of PhoneTrade.com. 
 
The stress of the company on customer relationship is also shown in the new price policy 
that will come in June 2004 as shown in the data collection part. Under the new scheme, 
many subscription fee levels will reflect different level of services given from the 
company. 
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6.1.5 Revenue models 
 
6.1.5.1 Value propositions: 
 
From the data collection, we can see a comparison between the company’s value 
proposition to customers and the theory 
 
Value propositions to buyers PhoneTrade 
- Market efficiency  

• Access to a broader range of suppliers Yes 
• Increased transparency Yes 
• More buying power (through aggregation) Yes 
• Better prices Yes 

- Supply chain efficiency  
• Streamlined internal processes (process automation) No 
• Lower interaction costs Yes 
• Process saving due to one-stop shopping No 
• Lower inventory carrying costs No 
• Lower cost in use (due to increased customization and access 

to superior products) 
No 

• Improved logistics management Yes 
- New value creation  

• Access to new information based services Yes 
 
Value propositions to sellers  
- Market efficiency  

• Access to a broader range of customers Yes 
- Supply chain efficiency  

• Lower marketing and sales cost Yes 
• Shorter product development cycles No 
• Better capacity planning and utilization Yes 
• Lower inventory carrying cost Yes 
• Improved logistics management Yes 

- New value creation  
• Access to new information based services Yes 
• Opportunity to offer new information based services No 
• Better customer feedbacks Yes 

 
Table 8 Comparison between PhoneTrade.com’s value proposition to customers and the theory 
 
Besides these value propositions, Mr. Martin Eriksson stressed on one benefit that 
PhoneTrade brought to its members. It is the high degree of security and trust that the 
marketplace has tried to bring to the community. We observe this value proposition a 
new finding from theory 
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6.1.5.2 Revenue models: 
 
Comparing to theory about how e-marketplace get revenue (Brunn et al, 2003), we can 
see PhoneTrade.com are using a combined billing model. Part of their revenue come 
from Subscription fee, Transaction fee (Commission from deals closed on Phonetrade 
webshop) and fee from Value added services (Phonetrade Escrow Service). 
 
The new pricing scheme for subscription fee applied from June 2004 charge members 
different price. Each level of price will go with different services from PhoneTrade.com. 
Thus, we find a correlation between this policy and the theory proposed by Brunn et al 
(2003) that subscription can be differentiated and it is possible for e-marketplaces to 
build more revenue from new user group. 
 
We observe that one source of revenue from PhoneTrade.com is not mentioned in the 
theory. It is the sales activity of PhoneTrade.com. Data collection shows that large part of 
revenue of PhoneTrade.com is from selling activities. Phonetrade.com buy mobile 
phones from manufacturers at good price and sell back to members. As a prestigious 
seller, sometimes, phonetrade.com helps some members by selling their products in 
Phonetrade.com’s name and received some commission, too. 
 
Regarding the implication that e-marketplaces should charge the party that benefit most 
from the value proposition, we observe that PhoneTrade policy is correlated to the theory. 
The subscription fee charged for both sellers and buyers are justified because members in 
PhoneTrade can be both buyers and sellers from time to time. For the Escrow service, fee 
charged for buyers can be explainable because buyers are the party that get secured in the 
case. Transaction fee in Web shop is charged on sellers because sellers get benefit most. 
 
6.2 PRINTOFFER.COM 
 
6.2.1 Target market 
 
From the data collection, we know that Mr. Per Olof Alm and his colleague had 
experience in printing industry and from their experience, they saw opportunity to start an 
e-marketplace for printing matters. Printoffer.com is a marketplace for printing matters 
only and includes 22 categories in their trading. This fact is supported by the theory by 
Lunn (2002) and Dai et al (2002) who claimed that e-marketplace need to position 
themselves into a narrow and more specialized roles, focus on specific industry groups or 
areas. 
 
About the question how attractive target market can be for e-marketplace, the data 
collection reviewed four points which are in agreements with the theory: 

- Big difference in price from suppliers to suppliers. (in agreement with Berryman, 
1998) 

- Printing market is a typical fragmented market (in agreement with Ramsdell, 
2000) 

- Printing market is of high potential of revenues (in agreement with Ramsdell, 
2000) 
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- There is high search cost in the industry (in agreement with Ramsdell, 2000) 
 

Mr. Per Olof Alm pointed out one disadvantage. That is buyers’ high loyalty to sellers in 
the market. Whereas, Yoo et al, (2003) said that industries and products where switching 
costs are lower are attractive to e-marketplaces. Thus, a correlation is found. 
 
6.2.2 Functions 
 
Data collection in the function of Printoffer.com revealed that the company offer two 
functions to customers. They are Request for Quotes and Request for Proposals (RFQs 
and RFPs). These two functions can be categorized as Catalog function (A.T.Kearney, 
2002). No content or connect functions are offered in Printoffer.com 
 
Compared the way RFQ and RFP work in Printoffer, we found a correlation with the 
solution proposed by A.T Kearney for Catalog function, where e-marketplace can offer 
posted inventory or posted price and link buyers and sellers to conduct offline 
negotiation. 
 
The interview with Mr. Per Olof Alm also revealed that Printoffer.com have no plan to 
add any more functions. The interesting point is that the argument behind the decision of 
the company. Mr. Per Olof Alm  said no to payment securing tool because he want his 
company to be neutral, and no to members rating because the company cannot take 
responsibility for judging all sellers. These opinions are found against the theory, which 
said content functions enable relationship-building, easing the buyer/seller transition to 
the e-marketplace site and creating a loyal, sustainable user base. (A.T.Kearney, 2002) 
 
6.2.3 Technology 
 
The data collection in this area reviewed that the company have no big problem with 
technical issue. 
Data collection also let us know that the company think that they can save more time and 
cost if they had brought in a technology partners at the beginning. 
 
6.2.4 Building liquidity 
 
6.2.4.1 Solve chicken and eggs problems 
 
There is no data from the company showing that the company applied three methods 
suggested by theory:  target key players, contracting with key buyers and sellers and 
increasing transparency. 
 
6.2.4.2 Exploiting Network Externalities: 
 
The theory proposed six methods to exploit network externalities: 

+ Strategy for first mover  
+ Using buzz to create expectations about the future. 
+ Target early adopters 
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+ Using penetration pricing strategy  
+ Looking for strategic alliances (Goolsbee, 2000, cited by Brunn et al, 2002) 
+ Expand to both indirect and direct products (Dai et al, 2002) 

Data collection showed that the company have applied three methods. The company gave 
free membership when starting up the marketplace and later on, gave free trial from 1 
month to 3 months for new members. This can be considered as penetration pricing 
strategy.  
 
Mr. Per Olof Alm said the company are covered in a lot of newspapers during the year 
2000 and thus the name spread out. Though the company claimed it was luck, we can see 
a correlation with the theory, which said that first mover in the area of e-marketplace do 
have competitive advantage over followers. And in the case of Printoffer, the advantage 
transformed into buzz which created by the media. 
 
6.2.4.3 Making Use of Protection Barriers: 
 
The theory claimed that e-marketplaces should make use of protection barriers by 
increasing switching cost with following measures: 

+ provide high system integration 
+ having contractual obligations 
+ using equity stakes.  

Data collection from the company showed that the company didn’t apply above 
measures. 
 
6.2.5 Revenue models 
 
6.2.5.1 Value propositions: 
 
From the data collection, we can see a comparison between the company’ value 
proposition to customers and the theory: 
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Value propositions to buyers Printoffer 
- Market efficiency  

• Access to a broader range of suppliers Yes 
• Increased transparency No 
• More buying power (through aggregation) No 
• Better prices Yes 

- Supply chain efficiency  
• Streamlined internal processes (process automation) No 
• Lower interaction costs Yes 
• Process saving due to one-stop shopping Yes 
• Lower inventory carrying costs No 
• Lower cost in use (due to increased customization and access 

to superior products) 
No 

• Improved logistics management No 
- New value creation  

• Access to new information based services No 
 
Value propositions to sellers  
- Market efficiency  

• Access to a broader range of customers Yes 
- Supply chain efficiency  

• Lower marketing and sales cost Yes 
• Shorter product development cycles No 
• Better capacity planning and utilization No 
• Lower inventory carrying cost No 
• Improved logistics management No 

- New value creation  
• Access to new information based services No 
• Opportunity to offer new information based services No 
• Better customer feedbacks Yes 

 
Table 9 Comparison between Printoffer.com’s value proposition to customers and the theory 
 
6.2.5.2 Revenue models: 
 
Data collection from Printoffer revealed that the company currently rely on only one 
source of revenue: membership fee of 500 US dollar per year. The membership fee is 
charged only for sellers. Buyer are free to join. Thus, the company use a single billing 
model. 
 
The theory implies that e-marketplace should impose fees on the party that benefits from 
the market efficiencies than on the party that does not benefit (Brunn et al, 2002). From 
the analysis on the value proposition part, we can see that both parties, buyer and sellers, 
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in Printoffer, benefits from the market efficiencies. So, the membership fee posed only on 
sellers is found contradictory to the theory. 
 
6.3 CROSS CASE ANALYSIS 
 
6.3.1 Target market 
 
6.3.1.1 Characteristics of target market that are attractive to e-marketplaces set-up 
perceived by companies: 

 
Industries or products 
that… 

PhoneTrade.com Printoffer.com 

transaction savings can be 
realized  

Yes Yes 

where e-marketplaces have 
an in-depth knowledge 

Yes Yes 

where internet penetration is 
high 

Yes Yes 

have a large base of 
transaction 

Yes Yes 

have many fragmented 
buyers and sellers 

No Yes 

have product 
search/comparison costs; 
information-intensive 
products 

No No 

high time lag between 
ordering and receiving 
goods from manufacturers* 

Yes Not mentioned 

high rate of unserious and 
unethical traders 

Yes Not mentioned 

 
Table 10 Comparison of perceived attractive characteristics of target market by each company. 
 
The above table showed characteristics that each company perceived exist in the target 
market of their e-marketplace (in this case, the target markets are printing and mobile 
phone trading business). We can see that there are four characteristics that both 
companies perceived for their target market: industry where e-marketplaces have an in-
depth knowledge, industries that have a large base of transaction, transaction savings can 
be realized and global trade can be made. 
 
PhoneTrade.com thinks that their market have high time lag between ordering and 
receiving goods from manufacturers and this is an advantage. We find that the printing 
industry doesn’t have this advantage. 
 
Both companies think that their target market don’t have product search/comparison 
costs; information-intensive products. And surprisingly, both of them think that the lack 
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of this characteristic is an advantage for e-marketplace, which is on contrary to theory 
stated by Ramsdell (2000).  
 
Besides, PhoneTrade.com believed that their market has one disadvantage. The market 
doesn’t have many fragmented sellers.  
 
6.3.1.2 Target customers: 

 
Target customers PhoneTrade.com Printoffer.com 
On global scale Yes Yes 
Special treatment to key 
players 

Yes No 

 
Table 11 Comparison of target customers of both companies 
Both companies have customers from other countries. PhoneTrade have special focus on 
key players while Printoffer treat all members all alike. These can be understood as the 
difference in degree of fragmentation of each market. 
 
6.3.2 Functions 
 
Functions offered in the e-marketplace:  
 
Functions Phonetrade.com Printoffer.com 
Commerce function: 
 - Catalog 
 - Auction 
 - Exchange 
 

 
Yes 
Yes 
No 

 
Yes 
No 
No 
 

Content function: 
- Payment Secure function 
- Updated News 
- Member Info 
- E-marketplaces site information 
- Company profiles and ratings 

 
Yes 
Yes 
Yes 
Yes 
Yes 

No 

Connect function No No 
 
Table 12 Comparison of functions of two e-marketplaces 
Data collection also reflected the difference in the view about adding more content 
functions to the e-marketplace. PhoneTrade.com has added more functions along the way 
while Printoffer kept the original functions through out the years. However, both 
companies shared the same sceptical view about the willingness of users to get used to 
new functions. PhoneTrade’s strategy is to do it steps by steps in order to ensure that 
customers are not confused with so many new functions. Whereas Printoffer claimed that 
the company had better concentrate on the main task, that is to help customers get better 
bids and better suppliers for printing jobs, rather than adding more sophisticated tools. 
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6.3.3 Technology 
 
Both companies have their technical tasks outsourced from the beginning. Both have no 
problems with the technical operations of the marketplace. 
 
One observation is that while PhoneTrade.com were satisfied with their outsourced 
technical policy, Printoffer.com believed that if they had had an in-house technician and 
done everything by themselves, it would have saved them more money. 
 
Another observation is that though both companies have global focus, the website of 
PhoneTrade.com has two language versions (French and English) while that of Printoffer 
has six language versions.  
 
Regarding the theory about criteria e-marketplace should choose for their technological 
platform, data collection shown that Printoffer didn’t think about four criteria suggested 
by theory (Brunn et al, 2002) 
- Able to support the development of advanced market making tools  
- Support the migration of intimate supplier networks  
- Offer the possibility of frictionless integration with the ERP (Enterprise resources 
Planning) systems of participating buyers and sellers.  
- Operate under open standards.  
- Scalable, flexible and secure (ibid) 
 
Whereas, the interview with PhoneTrade.com revealed that the company had had ideas 
about what they were going to do with the platform in the future. However, the plans are 
not exact like the theory suggests. One interesting point is that financial factors were 
taken into consideration and had influence over when and what to invest in the 
technological issue. 
 
6.3.4 Building liquidity 
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Methods PhoneTrade.com Printoffer.com 
- How e-marketplaces solve chicken and eggs 
problems: 

  

• target key players Yes No 
• contracting with key players 

 
Yes 
 

No 
 

• increasing transparency Yes No 
- How to exploit network externalities   

• strategy for first mover Yes Yes 
• using buzz to create expectations about 

the future. 
 

Yes Yes 

• target early adopters 
 

Yes No 

• using penetration pricing strategy Yes Yes 
• looking for strategic alliances No No 
• expand to both indirect and direct 

products 
No No 

- Make use of protection barriers by increasing 
switching cost 
 

  

• provide high system integration No No 
• having contractual obligations Yes No 
• using equity stakes No No 

- Stress on customer relationship Yes No 
 
Table 13 Comparison on building liquidity models of two e-marketplaces 
 
The above table showed the comparison between measures that both company took to 
build liquidity. First observation is that Printoffer used only 3 out of 13 measures and 
PhoneTrade.com used 9 measures, including measures undertaken by Printoffer. These 
three measures are to be first mover, to use buzz to create expectations about the future 
and to use penetration pricing strategy. Both companies, as first movers, coincided at the 
luck about the buzz the media brought to them during the internet boom. 
 
Both companies don’t offer equity stakes to key players. This can be understood as the 
policy for being neutrality that both companies adopted. 
 
Data collection from PhoneTrade.com contributes one new finding to the theory. The 
company appreciate the importance of customer relationship and took a lot of measures 
to develop it. 
 
6.3.5 Revenue models 
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6.3.5.1 Value propositions 
 
Following is the table showing a comparison between value propositions that each 
company believed they deliver to customers: 
 
Value propositions to buyers PhoneTrade.com Printoffer.com 
Market efficiency   

Access to a broader range of suppliers Yes Yes 
Increased transparency Yes No 
More buying power (through aggregation) Yes No 
Better prices Yes Yes 

Supply chain efficiency   
Streamlined internal processes (process 
automation) 

No No 

Lower interaction costs Yes Yes 
Process saving due to one-stop shopping No Yes 
Lower inventory carrying costs No No 
Lower cost in use (due to increased 
customization and access to superior 
products) 

No No 

Improved logistics management Yes No 
New value creation   
   Access to new information based services Yes No 
Value propositions to sellers   
Market efficiency   

Access to a broader range of customers Yes Yes 
Supply chain efficiency   

Lower marketing and sales cost Yes Yes 
Shorter product development cycles No No 
Better capacity planning and utilization Yes No 
Lower inventory carrying cost Yes No 
Improved logistics management Yes No 

New value creation   
Access to new information based services Yes No 
Opportunity to offer new information based 
services 

No No 

Better customer feedbacks Yes Yes 
Trust and secure Yes No 

 
Table 14 Comparison of value propositions to customers of two e-marketplaces 
 
Our observation is that PhoneTrade delivered more value propositions than Printoffer. 
This can be explained by the fact that in PhoneTrade.com, more functions are offered to 
members than in Printoffer.com 
 
6.3.5.2 Revenue models: 
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Revenue models PhoneTrade.com Printoffer.com 
Transaction fee Yes No 
License fee No No 
Subscription fee Yes Yes 
Fees for value added 
service 

Yes No 

Advertising fee No No 
Revenues from sale 
activities 

Yes No 

 
Table 15 Comparison of revenue sources of two e-marketplaces 
 
From the table above, it can be seen that PhoneTrade has more sources of revenue than 
Printoffer. This can be understood because PhoneTrade.com offer more services and 
functions that Printoffer.com 
Though different in numbers of revenue sources, currently both company reported profit 
gaining. Both companies also have one in common, that is the low cost operation of the 
business. 
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7. CONCLUSIONS AND IMPLICATIONS: 
 
7.1 Conclusion 
The analysis of the two cases in the previous chapter brought us to following conclusions: 
 
Research question 1 “How can the target markets in B-to-B e-marketplace be 
described?” 
 
Two researched e-marketplaces regard their target market attractive to e-marketplace set-
up. Following characteristics of the target market are brought up in the studies. Both 
companies agreed that following characteristics are positive for e-marketplace set-up: 
• industries or products where transaction savings can be realized with e-marketplaces  
• industries and products where e-marketplaces have an in-depth knowledge.  
• industries where internet penetration is high  
• industries that have a large base of transaction  
• industries that have many fragmented buyers and sellers 
• industries that have standard product description or information 
• industries that have high process cost associated with manual processes based on 

paper catalogues, manual requisitioning, telephone or fax-based ordering, as well as 
for credit verification, and order tracking 

• industries that have unethical or serious players 
• industries where there is time lag between ordering and receiving goods from 

manufacturers. 
 
Among above elements, one is found contradictory to theory. Both companies agreed that 
industries that have standard product description or information make e-marketplace easy 
in operation whereas the theory stated that industries that have high product 
search/comparison costs; information-intensive products with complex configurations 
and non-standard specifications. 
 
The case of PhoneTrade.com also brought up two positive characteristics of the market 
unmentioned by the theory. First, the low degree of trust and security of the market can 
be an advantage for e-marketplaces. Second, it is the time lag between ordering and 
receiving goods from manufacturers, resulting in an anomaly between what received and 
what the market required at that moment. PhoneTrade.com believed these characteristics 
pose opportunity for e-marketplace to offer value to customers. 
 
Another finding is that according to the theory (Brunn et al, 2003), Lunn ,2002), target 
customers e-marketplaces should focus is key players. One case (PhoneTrade.com) 
supports this theory while another case (Printoffer.com) doesn’t agree on this. 
 
Research question 2 “How can the functions of B-to-B e-marketplaces be described?” 
  
The first finding in this area is that both companies in investigation do not offer all three 
main categories of functions – commerce, content and connect - as suggested by 
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A.T.Kearney (2000). PhoneTrade.com provides commerce and content functions while 
Printoffer.com only offer commerce function.  
 
The analysis in PhoneTrade case shows that the company have selected functions that are 
useful and bring more value to members.  
 
Both com companies don’t offer connect function. As there is no need to bring deep 
integration with customers’ system in the way the two companies operate, the lack of this 
function can be explainable. 
 
Regarding the issue of adding more content functions to the sites, both companies shared 
the same perspective that it should be done steps by steps so that users don’t get confused 
about how to use so many functions.  
 
Research question 3 “How can the technological problems encountered by B-to-B e-
marketplaces be described?” 
 
The case studies showed that both companies outsourced their technical activities. They 
both haven’t encountered serious technical problems. However, Printoffer believed that if 
they had in-house technician, it will saved them more cost. So, whether outsourcing 
technology or doing everything in house, which policy is more benefits? This point can 
bring up an interesting issue for further research.  
 
The case of PhoneTrade.com revealed that by taking care of customers’ feedback on 
technology issue and giving technical training and support to users help bring smooth 
operation to the e-marketplace. 
 
The case of Printoffer.com revealed that the theory about criteria to choose technology 
platform is not applicable. The company didn’t consider four criteria suggested by the 
theory when starting the site. In our opinions, the difference between theory and the data 
collection of both companies can be justified because the functions of both companies are 
not very sophisticated and advanced. We believe what the theory suggests is for e-
marketplaces with very advanced functions. Thus, in order to understand clearly this 
issue, further research on e-marketplaces with advanced functions are necessary. 
 
Research question 4 “How can the models for building liquidity in B-to-B e-
marketplaces be described?” 
 
Regarding the issue of building liquidity, the case study confirmed that most of methods 
mentioned by theory are implemented by the two companies: 

- Target key players 
- Increase transparency 
- Free membership at the beginning 
- Penetration pricing strategy 
- The advantage of first mover 
- Buzz created by the advantage of first mover, the internet boom and the media 
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One observation is that both company benefited from being the first mover, from the 
internet boom when the media are very keen on covering dot.com.  
 
The analysis on PhoneTrade.com also revealed some more methods for building liquidity 
such as direct marketing, internet marketing (through search engine), public relations 
(participate in Trade fair). 
 
Another finding is PhoneTrade.com stress on customer relationship and implemented 
many measures to bring in a tight bond between members and the company. This point is 
very worth-noting because e-marketplaces are normally assumed as nearly efficient 
market where most of the relationship is not necessary.  
 
Research question 5 “How can the revenue models in B-to-B e-marketplaces be 
described?” 
 
The analysis on the value proposition revealed that PhoneTrade.com stress on the value 
proposition of high degree of security and trust that the marketplace have tried to bring to 
the community. Compared with the theory, it can be seen as new value proposition. 
 
On the issue of revenue models, PhoneTrade.com use combined billing model while 
Printoffer.com use single one. 
 
The case of PhoneTrade.com also brings in a new revenue source that is not mentioned in 
the theory. That new revenue source is from the sales activity of PhoneTrade.com on the 
e-marketplace. What more interesting is that sales activities make up a biggest part of 
revenue of PhoneTrade. A problem may arise here is that doing this may affect the 
neutrality of the e-marketplace. And this may require further research. 
 
For the implication of the theory that e-marketplaces should charge the party that benefit 
most from the value proposition, PhoneTrade policy is correlated to the theory while 
Printoffer billing policy is not. The buyers in Printoffer benefit from joining the market 
but pay no fee. Thus, we believe that more research, especially research conducted on the 
perspective of members of e-marketplaces, is necessary for any conclusion to be drawn 
on this issue. 
 
7.2 Implications 
 
On the background of previous chapters and the above conclusions, following implication 
for management can be drawn: 
 
Some markets have characteristics that are suitable and advantageous for e-marketplaces 
to operate and capitalize the profit. It means there will be some markets that are not. 
Choosing right market to set up e-marketplaces is an important task from the beginning. 
 
Most e-marketplaces concentrate on price competition and ad hoc deals. However, e-
marketplace can promote security and trust to its trading community as a value 
proposition. Especially for those markets with low degree of trust and security, e-
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marketplaces can be attractive to traders if the marketplace concentrates on bringing more 
reliable members on board and creating a trusted community. 
 
E-marketplaces should provide functions that are useful to members.  
 
It must be sure that members can use functions comfortably. Technical training and 
support for members is important. 
 
Feedbacks from members on technical use are valuable for perfecting the system 
operation. 
 
First mover in e-marketplaces has a very big advantage over competitors. 
 
Besides penetration pricing strategy, diversified marketing methods should be used to 
recruit members. Direct marketing, public relations, internet marketing by search engine 
and a focus on customer relationship may prove to be helpful. 
 
E-marketplaces should utilise as many revenue sources as possible. Subscription can be 
differentiated and it is possible for e-marketplaces to build more revenue from new user 
group. 
 
In some cases, e-marketplaces may participate in sales activities as long as these activities 
bring both benefits to members of e-marketplace.  
 

++++ 
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Interview guide: 
 
Research question 1: “How can the target markets in B-to-B e-marketplaces be 
described?” 
 
1. Of what reasons did you decide to start your company?  
 
2. In you opinion, what criteria a market should have so that it is attractive to set up an 

e-marketplace? (for example: market size, market with high search cost, market with 
high process cost, market with high fragmentation of buyers and sellers) 

 
3. What do you think about the attractiveness of the market of printing that your 

company is working in? 
 
4. Do you focus on attracting big players (buyers and sellers with high volumes) or you 

treat all of them alike?   
 
Research question 2: “How can the functions of B-to-B e-marketplaces be described?” 

 
1. What kind of services does your company provide to buyers and sellers? 
 
2. Could you describe how these kinds of services work? 
 
3. Why do you choose these kinds of services? 
 
4. Do you receive any feedbacks from customer about how these services work? Did 

your customers have any problems with them? If yes, what solutions you take to deal 
with those problems? 

 
5. In your opinion, what are the motivations for buyers and sellers to use these kinds of 

services? In other words, what are the benefits that participants can get when using 
these services?  

 
6. Do sellers or buyers ask your marketplace to offer any more kind of services, for 

example, secure payment for sellers, or sellers’ evaluation information for buyers…? 
 

7. If any, what do you think about these suggestions? 
 

8. In the future, are there any new services to be added in your e-marketplaces? 
 

Research question 3: “How can the technological problems encountered by B-to-B e-
marketplaces be described?” 
 
1. What kinds of technology platform you used for your company? 
 
2. When you choose the technology platform for your company, which are criteria you 

require for your technology platform then? 
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3. Did you consider following factors for your technology platform? 
 - Support the development of advanced market making tools (i.e. Different catalogue 

structures and auction types), integrated procurement tools (e.g. Searchable 
catalogues and administrative tools), and advanced collaboration tools. 

 - Offer possibility of frictionless integration with the erp-systems of participating 
buyers and sellers.  

 - Operate under open standards. Most technology providers (e.g. Oracle, ariba, i2 
technologies, and commerce one) are committed to open technical standards but have 
yet to agree on them.  

 - The technological platform for an e-marketplace must also be scalable, flexible and 
secure (ibid) 

 
4. What kind of problems or difficulties you have met with the technology issue during 

the operation of the company? 
 

5.  What were your solutions to these problems? 
 
Research question 4: “How can the models for building liquidity in B-to-B e-
marketplaces be described?” 
 
1. In the first days starting the company, what have you done to get the attention and 

recruit members?  
 

2. Did you use following methods 
• Using buzz 
• Target early adopters 
• Using penetration pricing strategy 
• Having strategic alliances or partnership with other companies 

 
3. Was your company the first mover in this area? What advantages did you have in the 

business? 
 

4. Do you have problems with drop-out sellers and buyers?  
 

5. How do you prevent sellers and buyers from switching to others site? 
 
6. Do any participant (sellers and buyers) of your company have equities in your 

company? 
 
7. Did you make use of protection barriers by increasing switching cost with following 

measures: 
 - provide high system integration 
 - having contractual obligations 
 
8. Who are your main competitors now? What measures you take to protect your current 

position? 
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Research question 5: “How can the revenue models in B-to-B e-marketplaces be 

described?” 
 

1 Can you describe how your company charges customers? 

2 Currently, your company only charges sellers a membership fee of 1200 us dollar per 
year. Buyers can join your company for free. So, what are your motivations for this 
choice?  

3 The buyers also benefit from joining your company as you said before. So, why 
doesn’t your company charge them? 

4 Will you have any more revenue source: advertising on the website or else…?  

5 How do you think about adding more value-added services and charge participantsuse 

these services such as: 

  - Company profiles and ratings 
  - Transaction process management 
  - Community information forum: 

+ related party information 
+ general industry data 

 
 

++++++ 
 
 
 
 
 
 
 
 

 82


