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Abstract

Electronic B2B marketplaces are an important and growing part of electronic
commerce. There are many interesting questions arising from the growth of biased
marketplaces, such as Covisint and Exostar, that are owned either by suppliers or buyers. We
analyze B2B marketplaces with three different ownership structures: neutral, buyer-owned
and supplier-owned marketplaces. In our model the buyers and suppliers decide whether or
not to participate in the marketplace based on the benefits provided by the marketplace. The
buyers experience positive network effects that are a concave function of the number of
suppliers. The suppliers receive similar positive network effects as well as negative effects
due to competition among suppliers. We find that biased marketplaces provide greater
surplus to buyers and suppliers compared to neutral marketplaces although a greater share of
the increase in surplus is conferred to the owners' side. We also find that when a larger
fraction of buyers or suppliers participating in electronic marketplaces have ownership in the
marketplace, it increases the level of participation from the remaining buyers and suppliers.
Our results suggest that buyer-owned marketplaces are more likely to be successful when
there are few large buyers in that industry and similarly for supplier-owned marketplaces.
Neutral marketplaces are more likely to be successful in industries where both buyers and
suppliers are fragmented.
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