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B2B: Advantage of e-Marketplace

Reduce transaction cost

Remove inefficiencies

Expand customers reach

Make it easy to find suppliers



B2C & C2C: Advantage of e-Marketplace

Promote entrepreneurship

Expand customers reach

Increase income for the people

Engine of growth for the country



Private Exchange

• Set up by the Buyers & Sellers themselves. 

• Buyers/Sellers have stake in exchange.

• Sometimes called “Consortium-based Vertical Marketplace” 

- CBVM- CBVM

• Purpose:

– To improve overall supply chain (tracking & monitoring)

– Reduce redundancy and inefficiencies in logistic

– Transactional based

– Big volume



Problems with Private Exchange

• Monopolistic either by the Buyers or Sellers (as bi-lateral 

trade)

• Participants opt-out when they found better exchange thus 

the whole system collapsed.

• Price cannibalistic; erode profits. 

• High cost to set up and run the exchange because of high 

volume thus high need for security. 

• Cutthroat competition. 

• Buyers/Sellers join force to control exchange. 



Advantages with Private Exchange

• Pre-determined participants on need-based. 

• Pre-determined volume involved.

• Very useful for direct and specialty goods. 

• Mutual profit making and reduce costs. 

• Long term benefits with continuous transactions.  • Long term benefits with continuous transactions.  



Public Exchange

• Set up by an organizer/facilitator (most of the time Sellers 

or Intermediaries)

• Purpose:

• New distribution channel. New distribution channel. 

• Lowering inventory. 

• Greater market access. 

• Higher volume compare to offline.



Problems with Public Exchange

• Overloaded information about Buyers/Sellers. 

• Offerings are not well qualified by third party. 

• Some participants are deal-brokers so there is cost-plus 

plus. 

• Low security especially online payment.• Low security especially online payment.

• Minimum information available about participants. 

• Mostly indirect goods

• Logistic problems; mostly under developed. 

• Exchange governance is hard to enforce (high defectors)



Advantages with Public Exchange

• Multi source of Sellers/Buyers. 

• Cheap to participate. 

• Provide alternative RFQ with greater market access. 

• Hard to get direct/specialty goods. 



Revenue Model

• Charged to mostly Sellers, some Buyers too as “cost-plus” 
i.e. included in displayed price. 

• Transactional fees based on volume.
– The higher the lower the fees.

• Non-transactional fees (posting, tracking, inventory update, 
catalogs, online inventory)catalogs, online inventory)

• Annual subscription fees (few packages)
– Based on number of employees, sales force, annual T/O, brand, 
user of the system

• Advertisement 
• Display ads, sponsorship by pages/articles/video, banners 



source McKinsey



B2C and C2C Business Model

• Similar to B2B but possess lower problems:

• Few/One-off transaction

• Smaller risk thus average security is fine

• Easy to find extra information from other sources

• Mostly indirect goods/services

Plenty suppliers• Plenty suppliers



source McKinsey
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