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Abstract

This paper provides a first view of electronic marketplaces in Canada.
It begins by reviewing the relevant literature and then goes on to
present prelimnary evidence froma continuing study. Forty electronic
mar ket pl aces are identified and characterized in terms of scope, type,
establi shnment and | ocation. Twenty-ni ne are Canadi an-owned or operated
and 11 have either US or international ownership, but significant
Canadi an conpany partici pation. The findings are discussed and a
nunber of concl usions drawn that seemto hold for Canada and nmay apply
in other countries with small and open econoni es.
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1. Introduction

In the late 1990s and early 2000, nmany conpanies formed or joined

el ectroni c marketpl aces (e-Ms). Although many e-Ms have failed to
becone economi cally viable or have ceased operations, others are stil
bei ng formed, suggesting that innovation regarding el ectronic market
mechanisns is still inits early stages. For several reasons, this
paper | ooks at e-Ms froma Canadi an perspective. First, since al nost
all of the discussion on e-Ms has focused on the situation in the US,
addi tional viewpoints are needed to gauge the inplications of e-M for
smal |, open econom es, such as Canada. Second, the US is by far and
away Canada’s main trading partner and changes in econom c conditions
or busi ness behaviour in that country usually have repercussions in
Canada. The projected shift to e-Ms in the USis such a mgjor

devel opnent. Third, it is inportant for Canadi an conpanies to
appreci ate opportunities that may exist via e-Ms in the broader
international arena. This paper is a first effort to understand the

scope and extent of electronic nmarket usage in a snall, open econony,
that of Canada. It begins with a brief description of devel opnents in
e-Ms and then reviews relevant theoretical literature. Attention then

turns to the Canadi an experience. Patterns of e-Mestablishnent in
Canada are sumari zed and the paper concludes with some comrents on
the inplications of e-Ms for Canada.

2. Electronic Marketplace Developments

A | arge nunber of forecasts have been nade in recent years about the
extent to which B2B trade will nove online and the share that will be
accounted for by e-Ms. In the US, a report by Jupiter Conmmrunications
estimates that online B2B trade will anmount to $6 trillion by 2005, or
42% of total B2B non-service spending. At present, direct channels
domi nate online B2B trade. Currently, 92% of online trade occurs
bet ween one supplier and its network of nany buyers. Trade through
direct channels is expected to decline sharply as e-Ms prove their
greater effectiveness in many industry settings (Pastore, 2000). An
approach and enphasis that takes into account attributes other than
price will also hasten the diffusion of e-Ms (Bichler, 2001).
However, considerable work remains to be done. e-Ms are new and nany
are experiencing difficulties. About 1,200 e-Ms were established in
the past few years, but it is estimated that only 800 are still in
busi ness, and 200 are projected to survive (Boslet, 2001). Another
prediction is that the nunber of US e-Ms will fall to 181 within three
years (Forrester Research, 2000). Many public electronic markets
relying on conm ssion for revenue have been unable to generate
sufficient volume to be profitable. The energence of a new breed of
private e-M backed by industrial giants (e.g., Covisint, E2open,
El emi ca and Transora) is expected to |l ead to greater success (Elias,
2001) .

The current slowdown in the gl obal econony has affected the nove of
B2B trade online. However, business is on track to achi eve the 2005
| evel s noted above. Gartner views the slowdown as a reprieve for
compani es that were not keeping pace with technol ogy devel opnents.
Conpani es now have tinme to prepare thenselves for the fundanental
changes that are anticipated by 2005. Tine is no snall matter, since
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B2B technol ogy firm Edi fecs has found that a key barrier to the nove
online is “the process of preparing a company, its internal systens,
and its trading partners to begin conducting transactions over all of
its trading networks.” Sellers and buyers have been relatively slowto
nmove their activities online. Jupiter Media Metrix reports that nost
B2B buyers will nove online but that by 2002, only 20% of purchasing
will be done via the Internet. The main inpediment at present is that
their preferred vendors do not transact online. Several factors

expl ain the slow uptake, including | ack of industry agreenment about
conmon data standards and cost, know how and rel evance reasons at the
conmpany | evel (Pastore, 20001a, 2001b, 2001c).

3. Theoretical Background

The theoretical underpinnings of electronic markets have been
sufficiently devel oped to form expectati ons about how and why these
mechani sms wi || devel op and diffuse in business environnents.?

However, the first generation of I|Internet-enabled e-M has clearly

di verged from expectations in one key respect: many busi ness deci sion-
makers do not see the val ue propositions detected by theory.? As is
the case in any new field, the enpirical scientific literature on e-M
is sparse, and conceptual nodels are abundant but untested. G ven the
i npact of e-Ms are expected to have, it is perhaps surprising that
academ c researchers have largely ignored the phenonenon to date
(Rosson, 2000 provides one review).® Many of the substantive witings
originate fromresearchers at |arge US brokerage firns.

3.1 Basic |deas

The three central functions of markets are (1) matchi ng buyers and
sellers, (2) facilitating the exchange of information, goods, services
and paynents associated with transactions, and (3) providing an
institutional infrastructure, such as a | egal and regul atory
framework, to enable efficient market functioning. Internediaries
typically enable the first two functions to be carried out, whereas
government is prominent with regard to the third. Bakos describes ways
that markets m ght be changed as a result of enpl oynent of Internet
technol ogy, stating that “el ectronic marketpl aces | everage information
technol ogy to performthese functions with increased effectiveness and
reduced transaction costs, resulting in nore efficient ‘friction-free’
mar kets” (1998, p. 35). e-Ms are likely to inprove the natching
function of markets through enhanced informati on about product

of ferings, easier search and nore effective price discovery.
Transaction efficiency is expected to inprove and lead to | ower costs
as a result of greater information sharing between the parties
involved in e-Ms, as well as the devel opnent of el ectronic paymnent
systens. Finally, although e-Ms are viewed as prom sing nmany benefits,
competitive (or anti-trust) issues may well surface as scal e econom es

! See for exanple, Bichler (2001), Strader & Shaw (1997), or Timmers (1998).
2 Much e-Mtheorizing is framed in ternms of transaction cost economics, while
much of the business reticence to adopt conventional e-Ms is framed in terms
of positioning in a value chain, resistance to comoditization, and

consi derati ons of “customer val ue”.

3 The discussion in this section is based on the earlier work.
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in areas such as distribution and paynent nechani snms | ead to high
| evel s of concentration

3.2 Typol ogi es and Model s

Several writers have contributed hel pful descriptive and anal yti cal
schema, which we now briefly examne. A basic distinction is between
vertical e-Ms, which serve the distinct needs of particular

i ndustries, and horizontal e-Ms, which run across several or many

i ndustries. Common buyer needs characterize these horizontal markets
and are addressed through the supply of standardi zed goods and
services (Merrill Lynch, 2000).

Phillips and Meeker (2000) have identified four general types of B2B
exchange, based on who it is that runs the e-M Buyer-managed
exchanges have been established by | arge buyer organi zati ons and
sourci ng networks (consortia). These are usually privately owned and
therefore | ocated behind the firewall of the buyer. Sonme are public,
however, having been established as separate entities or spun-off from
an exi sting conpany. Large producers and distributors that serve
fragmented markets popul ated by snmall buyers have set up supplier-
managed exchanges. A third type of exchange is independent of buyers
and suppliers: distributors/market makers provide a match maki ng and
transaction capability. Sonetines these exchanges specialize by
transactiontype (auction houses versus real-tinme bid/ask). Finally,
content aggregators build and maintain nulti-vendor, electronic
cat al ogues. Many variations exist within these four broad categories.

Kapl an and Sawhney (2000) use a sinple two-way purchasing
classification to distinguish between four types of e-M These
researchers use manufacturing i nputs versus operating inputs (the
“what”), and systenmatic sourcing versus spot sourcing (the “how), to
identify the followi ng e-Ms:

MRO Hubs (operating supplies, systematic sourcing, horizontal
f ocus)

Yi el d Managers (operating supplies, spot sourcing, horizontal
f ocus)

Cat al ogue Hubs (nmanufacturing inputs, systematic sourcing,
vertical focus)

Exchanges (nmanufacturing inputs, spot sourcing, vertical focus)

MRO hubs focus on naking the buying process nore efficient for
operating supplies in diverse industries. VYield managers concentrate
on the spot purchasing of operating inputs across industries.
Exchanges create spot markets for commodities (or near commodities) in
specific vertical sectors. Finally, catalogue hubs stream ine the
systemati c sourcing of manufacturing inputs in vertical industries.
The way that value is created has al so been used as an organi zi ng
devi ce. Ccatalogue nodel s create val ue by aggregating suppliers and
buyers and creating search and transaction efficiencies. Auction
nodel s create val ue through the spatial natching of buyers and
sellers. This nodel works best for unique and perishabl e products and
where different perceptions exist about the value of the itens in
guestion. Exchange nodels create val ue by tenporal matching of supply
and demand. They performwell for near-comobdity itens and can create
substantial value in volatile markets, allow ng conpanies to manage
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excess supply and peak-|oad demand. Barter nobdel s create val ue by

mat ching two parties that have reciprocal assets. To this point, e-M
have usually focused on one of these nodels. However, a trend is
apparent as nore options are offered to buyers and sellers (Forrester
Resear ch 2000).*

3.3 Success Factors
Al t hough e-Ms have a very short history, there have been sufficient
failures to enabl e sonme organizations to identify key success factors
(KSF). Three recent reports are instructive. One predicts that
changi ng busi ness conditions would push e-Ms to evolve fromi sol at ed
ni che offerings —providing a narrow range of targeted products for a
buyer base —to highly interconnected one-stop shops. In this latter
state, e—Ms woul d provide a single point of access for industry
commerce and information, conbining services like |ogistics, paynents,
and credit with product offerings inreal tine. If this forecast is
accurate, then e-Ms that (1) focus on transactions at the expense of
devel opi ng anal ytics; (2) neglect incorporating conplenentary comerce
services; and (3) are too slow at building strategic alliances with
ot her marketplaces, are nost likely to fail (Forrester Research
1999).

A second study proposes that there exist five factors that are key
to e—M success:

1. Attracting and retaining a critical mass of transactions, through
offering value and a level playing field for all participants,

2. Bal ancing the interests of sharehol ders, nmenbers and outside
interests (e.g. in the US, the Federal Trade Conmm ssion),

3. Satisfying the scale considerations of buyers, suppliers and
ot her internediaries,

4. Maxim zing nmenber benefits and | everage without attracting the
scrutiny of regulators, and

5. Inplenmenting robust interconnected systens that span various
processes and create advantage and “sti cki ness.”

e—-Ms are likened to fragile ecosystens, where the success of the
entity is dependent on the success of each of its participants. The
research concludes that val ue-creation and industry transformation is
the new and central focus of conmpany efforts and that a consequence
will be fewer but |arger e-Ms (Deloitte Research, 2000).

A third study exam nes the benefits, strategies and capabilities of
e—Ms through survey research. A key finding is that many of those that
are involved in e-Ms see these as offering “quick fix” solutions (e.g.
reduci ng suppliers’ margins) rather than offering | onger-term economc
value (e.g. lasting inprovenments in supply chain cost drivers,
resulting fromincreased information and functionality). The study
clainms that only two of five e-M nodels are currentlystructured to
deliver long-termvalue creation. These are the so-called
proj ect/specification manager, and supply consolidator. Three others -
liquidity creator, aggregator, and transaction facilitator - are
judged to be unsustainable over tine since others can easily replicate
what they offer. The latter types nust therefore evolve to deliver

4 See Merrill Lynch (2000, p. 26) for a conprehensive treatment of e-M nodels
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| asting inmpact and to provide uni que content know edge (MKinsey &
Conpany/ CAPS Resear ch, 2000).

Overall these studies reflect two inportant trends in electronic
markets: in public or independent
e-Ms, business nodels are becom ng nore conpl ex and are convergi ng
into multi-service markets as e-M managers add non-transacti onal
conpl ementary services and test various conbi nations of for-fee and
free services to deternine which conbinations are economically viable
wi thin specific business contexts. Consortium based exchanges of the
Covisint variety are expected to take | onger to establish than sinple
public e-M because they are being built on pre-existing business
relationships. They do not aimsinply to introduce price mechani sns
into all business relationshi ps but have broader goals, often couched
in terns of collaborative commerce and supply chai n managenent .
Essentially, they are an attenpt by domnant firnms in an industry to
i npose order across a systemso as to ensure efficiency gains are
enj oyed. Consequently, these e—Ms are the nost anbitious and, perhaps,
nost likely to attract industry and regul atory attention

4. Canadian Electronic Marketplaces

4.1 The Canadi an Situation

A good starting point is provided by two reports of the Canadi an E-
Busi ness Qpportunities Roundtable (2000, 2001). The Roundtable is a
private sector-led, public sector-supported initiative to inprove
Canada’ s i nvolvenent in the Internet econony. The first report

concl uded that Canada was wel | positioned to accelerate its |eadership
position, but not aggressively rising to the challenge. Al though
progress was made in 2000, the second report concluded that this was
insufficient: a greater and faster response was required for the
fruits of the e-business opportunity to be fully enjoyed.

In Canada’s B2B Future, Forrester Research (2001) estinates that
$272 billion of business-to-business (B2B) will be transacted online
i n Canada by 2005 (or 18% of all B2B sales). These sales will be
concentrated in the industrial heartland of Ontari o and Quebec ($193
billion or 719% . Sectors where online trade is expected to achi eve
significant penetration include: conputing and el ectronics (40%;
autonobiles (29%; utilities, shipping and warehousi ng (25% each);
paper and office products (24%; and petrochenmicals (20% . The MRO
sector is also expected to nove online in a significant way.

Forrester Research regards e-Ms as a key elenent in an econony’s
transition to B2B e-conmerce. Accordingly, it predicts that 51% of
Canada’s B2B online sales will be transacted through e-M by 2005. For
three main reasons, nmuch of this business is forecasted to fl ow
through US e-Ms. First, US e-Ms have a significant first-nover
advantage in terns of recognition and critical mass. Second, market
size considerations wll |ead Canadi an conpanies to join US e-Ms,
rather than those in Canada. Third, a | ow Canadi an dol |l ar, NAFTA, and
the historical inportance of the US as an export destination, al nost
guar ant ee Canadi an conpany interest in US e-Ms. However, sone
potential for Canadi an-owned and operated e-Ms is seen. These will be
nost successful when they focus on Canadi an buyers or Canada’'s
strength in natural resources. Exanples include horizontal procurenent
mall's, locally transacted business such as construction, and online
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commodity marts. Aitken and Sandiford' s (2000) study of the potenti al
for Canadian e-Ms |l ed to somewhat simlar concl usions.

4.2 Current Research
In order to nore fully understand the current situation with regard to
e-Ms in Canada, research was initiated on e-Ms owned and operated in
Canada. Also included are e-Ms with substantial involvenent by
Canadi an conpani es, even though these are owned and operated outside
Canada. Particul ar questions of interest froma public policy and
progranm ng standpoint were: (1) should Canadi an SMEs be encouraged to
join e-Ms? (2) do Canadi an SMEs have access to e-Ms in other
countries? (3) what fornms of e-Mare likely to be successful in the
Canadi an econony?

The starting point for the study was a conprehensi ve search of
busi ness and i ndustry docunents to identify Canadi an e-Ms. This was
mai nl y achi eved through interviews with industry observers, analysis
of the Canadi an electronic comrerce literature, and searches in online
full-text business literature databases. Some 40 e-Ms were identified
and are listed in Appendix A 1. Information was obtained fromtheir
websites and frominterviews with selected e-Ms. Finally, as
descri bed bel ow, Canadi an participants in a US-based e-M were queried
by e-mail. The results of this research are summarized bel ow.®

In the discussion that follows, reference is nmade to four categories
of e-M (1) buy-side, (3) sell-side, (3) market maker, and (4)
coordi nator e—Ms. These are simlar to types reported el sewhere
(Philips and Meeker, 2000). Buy-side e-Ms are those where the
initiative has been taken by purchasi ng organi zati ons, and where the
notivation is usually one of aggregating purchasing power to create
efficiencies (i.e. drive down prices). Sell-side e-Ms result fromthe
aggregation of suppliers’ offerings so as to present a broader and
deeper selection for prospective buyers. These e-Ms are soneti nes
devel oped in concert with, or to present a broader and deeper
repl acement for trade publications and ot her paper-based systens. The
result is often likened to an industrial “mall.” Market maker e-Ms are
neutral in their orientation. In other words, their purpose is to
create efficient markets that benefit buyers and sellers. In order to
succeed they nust bring sufficient nunbers of buyers and sellers
together so as to create liquidity. Market nakers usually offer
ancillary services so as to provide additional value to participants.
Final ly, coordinator e-Ms occur when a consortium of |arge buyers | ook
for nmore than procurenment savings.

4.3 Overvi ew of Canadi an e-Ms

The nunber of Canadi an-owned or -operated e-Ms identified in the study
was 29. Table 1 shows their distribution with regard to various
characteristics. The first distinction concerns the scope of the e-Ms
in question. The majority (19 or 66% serve vertical markets, with the
bal ance (10 or 349 focusing on horizontal markets. The second
characteristic considered is the e-Mtype. Two types domi nate: narket
makers nunber 19 (66%, while there were 9 sell-side e-Ms (or 319%.
One buy-side e-M was evident. No cases were found of Canadi an

coordi nator e—Ms.

S Full results are presented in Rosson & Davis (2001).
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Date of establishnent is a third consideration. Aside from 2001, a
simlar nunmber of e—Ms were established before 1999 and in 1999 and
2000. The smaller nunber for 2001 probably reflects the fact that
first, e-Ms have experienced difficulties of |late, and second, the
timng of the research study nmeant that only part of 2001 was
considered. A final characteristic is the [ocation of e-Ms. Sone 26
(90% of the e-Ms are located in Ontario and the West. However, three
cities account for the vast majority of e-Ms: Calgary, Otawa and
Toronto. Surprisingly, only two Quebec-based e-Ms were found. However,
one of these (Mediagrif) is arguably Canada’ s nobst successfu
mar ket pl ace busi ness. No e-Ms were apparent in the Atlantic Provinces.

Tabl e 1: Canadi an El ectroni c Marketpl aces (n=29)

Scope No. Type No. Est abli shm | No. Locati on* | No.
ent *
Vertica 19 Buy- si de 1 Pre- 1999 7 West 11
I
Hori zon 10 Sel | -si de 9 1999 5 Ontario 15
ta
MVar ket 19 2000 9 Quebec 2
maker
Coor di nat o 0 2001 2 Atl antic 0
r

* Date of establishment and | ocation not available in 6 and 1 cases
respectively.

Simlar data are presented for 11 non-Canadian e-Ms in Table 2.
These US or international-owned or -operated e-M have significant
i nvol verrent by Canadi an conpani es. Once again, a distinction is nmade
about scope, i.e. between vertical and horizontal e-Ms. A vertical
focus is domnant, with 10 (91% falling into this category. The
distribution of e-Ms by type shows that a najority (7 or 64% of these
e—Ms were coordinators, followed by sell-side and nmarket naker e-Ms (2
or 18% each). No buy-side e-Ms werefound. The | arge presence of
coordinators is not surprising insofar as these e-Ms areNorth Anerican
or global in their operations, making themattractive to Canadi an
compani es with geographically diverse interests (or aspirations). The
distribution of e-Ms in terns of establishnent date is bi-nodal: one
group of 4 (36% having started before 1999, whereas another six (55%
date fromthe year 2000. Finally, the | ocation of these e-Ms was
al nrost evenly split between the US (5 or 45% and international (6 or
559%) .
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Table 2: US & International Electronic Mrketplaces wth Canadi an
I nvol vermrent (n=11)

Scope No. | Type No. |Establishnme | No. | Omership No.
nt

Verti cal 10 | Buy-side 0 Pre-1999 4 us 5
Hori zont a 1 Sel | -si de 2 1999 0 I nternation 6
I al

Mar ket 2 2000 6

maker

Coor di nat 7 2001 1

or

4.4 Canadi an SME invol venent with Vertical Net
In light of its early involvenent in the field, it was decided that
Vertical Net should be included in the study. Twenty-five Canadi an
companies in five Vertical Net e-Ms were identified and seven responded
to an e-mil questionnaire.6 O the seven, five nmmintained electronic
storefronts on the e-Ms site and two had cl osed their storefronts
because no benefits were realized. In four cases, conpanies were at an
early stage with their storefronts and had yet to see concrete
benefits fromparticipation. The fifth conmpany reported having
received sales |l eads fromaround the world and havi ng saved on
pronotional literature as a result of participation

Regardi ng the direct costs of doing business via the e-marketpl ace,
four conpanies indicated that their storefronts were being hosted at
no charge for a one-year period. Two were very aggressively recruited.
Anot her conpany noted that it had needed to retool its accounting
systemto be able to interface with the storefront database. Conpanies
wer e uncertain about costs beyond obvi ous ones such as ISP charges and
web site updates. Does being a Canadi an supplier on a US-dom nated
mar ket pl ace create any difficulties? Conpany responses to this
guestion did not reveal any e-Mspecific disadvantage. Were probl ens
were reported, these related to business (e.g. buy local) or
regul atory practices (e.g. slow approvals) of a general kind. Most
conpani es had generated no sales via the e-Min question and were
therefore uncertain what to say in response to this question

The experiences of Canadi an SMEs do not paint a particularly
positive picture of the trade communities in question. If these are
typi cal companies, participation is nore a result of pronotional
pressure than careful consideration and no real sense of participation
costs is apparent. Positive results will be necessary to turn the

5 Four e-mails were undeliverable. The response rate was therefore effectively
33%
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present free nmenberships into profitable involvenent. There is clearly
much work to be done by e—-Ms.

5. Discussion

In many industries in which Canada has large firms such as Al can
Nortel, MCain's, and Canadi an National Railways, or najor supplier

i ndustries as in the autonobile industry, these firns have joi ned

| arge international e-Ms such as Quadrem e2open, Transora,

Rai | mar ket pl ace, or Covisint. These e-Ms typically enconpass

pur chasi ng, supply chain nanagenent, and coordination. Some e-Ms of
this kind have failed and nost are reported to be evolving nore
cautiously than originally anticipated. Industry observers report that
in many cases, large investnents in infrastructure have taken place in
these e-Ms and so, although original expectations are not being net,
principal partners are adopting a wait-and-see attitude. Purchasing
appears to be the nost widely utilized function of these e—Ms,
reflecting perhaps the previously nentioned conplexity of industry-

wi de supply chain coordination. e-Ms centred on the major players in
an industry have al so rai sed concerns about anti-conpetitive

behavi our. The question of which country has jurisdiction over e-Ms
inthis regard will require attention

Two concl usi ons can be drawn about Canadian firnms and international
coordi nator e—Ms. First, involvenent by a | arge donestic firmin an
international electronic market is no guarantee of success, since the
success of these e-Ms depends primarily on conditions within the
i ndustry. Second, the survey conducted for this report shows an
absence of donestic coordinator e-Ms in Canada. This can be attributed
to the relative scarcity within Canada of concentrations of |arge
firnms that predonminate within an industry. The centres of gravity of
| arge coordinator e-Ms will practically always be |ocated in najor
mar kets where the menber firnms are active. Canada has insufficient
scale to | ead such e—Ms.

Only one buy-side e-Mwas identified in Canada, Procuron. The
relati ve absence of buy-side e-Ms in Canada is explainable by two
factors. First, only conpanies that are able to aggregate significant
anmounts of purchasi ng power have enough | everage to operate a buy-side
e—-M Procuron’s principals, for exanple, have agreed to channel a
billion dollars of procurenment through the e-M Perhaps of nore
significance is the trend to nove away frompure e-Mtypes to m xed or
hybrid nodel s which offer ancillary or conplenentary services to
purchasers or which expand the nunber of players to eventually becone
mar ket maker e-Ms. Procuron, for exanple, seens to be an exanpl e of
the forner tendency, evolving into a sell-side e-M while MERX seens
to be an exanple of the latter. MERX, the major Canadian public
procurenment site, is an e-Mw th very distinctive Canadi an
characteristics since it is an instrunent in large part of Canadi an
public procurenent policies.

It appears to be very difficult to successfully create horizontal
B2B sell-side e-Ms in Canada aimng at SVMEs. Although the potential
mar ket is huge, these e-Ms nust operate on a large scale in order to
reach profitability. Only configurations of very |arge players
(typically banks, tel ecomunication conpani es, and technol ogy
suppliers) have the wherewithal to operate at the scale of a Bell Zinc
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or a Procuron. Industry observers consider that the Canadi an econony
can support only a very small nunber of e-Ms of this kind. Various

pl ayers in this market, such as Onvia, have since exited, and the size
of present incunbents deters entrance by smaller potential donmestic
rivals. It is anticipated that the attainment of viability of e-Ms of

this kind in Canada will have two possi bl e consequences. One will be
to encourage even | arger players, probably US-based, to enter the
mar ket. The other will be to shift the balance of power in favor of

| arge suppliers, which are not likely to be donestic firms. However

t he donesti ¢ banks and tel econmuni cati on conpani es that are sponsoring
t he energence of large horizontal B2B horizontal sell-side e-Ms in
Canada will be well positioned to earn inconme fromtransactions and

i nfrastructure services.

Canada seens to have experienced a particularly vigorous devel oprnent
of donestic electronic market nmakers in the agricultural and natural
resource sectors. Exanples are Aginfonet, Agralink, Alberta Watt
Exchange, Natural Gas Exchange, Net ThruPut, and Roughneck. Although
sone of these e-Ms have not been successful, several are. Mst of
t hese conpani es are based in Al berta or Ontario. They are al npst
al ways the result of entrepreneurial ventures by persons fanmiliar with
the industry and the market in question. Sometines these e-Ms exploit
proprietary technology and nore often than not their initial rounds of
funding were obtained locally. As exanples of Canadian ability to put
t oget her packages of technol ogy, talent, and financial support in
pursuit of perceived narket opportunities, these initiatives deserve
speci al attention

For that matter, several donestic Canadi an e-Ms have devel oped nove
busi ness nodel s that are produci ng val ue despite the current dearth of
interest by the investnent community. Exanpl es are business nodel s
t hat have hybridi zed el enents of physical and el ectroni c businesses,
such as The Ag Deal er; nodels that have built online multidinensional
i nformati on and econoni ¢ exchanges into a professional or comerci al
communi ty, such as Bar-eX or ShipAhead; and very specialized vertica
exchanges that are owned and operated by donestic technol ogy suppliers
such as Mediagrif or Vertical Buil der.

6. Concluding Comments

A nunber of prelimnary conclusions can be drawn fromthe anal ysis
conducted to date. In sone respects the Canadi an experience mrrors
the US experience, whereas in others, contrasts are evident. Taking
the simlarities first, it appears that e-M everywhere are seeking to
diversify their revenue sources. The US experience of the past year
has denonstrated that e-Ms that rely on transaction comi ssi ons/fees
for profits will be sadly disappointed. Not only has it proven
difficult to generate the volunme of transactions necessary but al so
the buyer/seller matching nodel is relatively easily replicated. This
realization is driving Canadi an e-Ms to seek and inpl enent additional
services to participants. A consequence of this devel opnent is that
there is a nove away from “pure” e-Mtypes towards nore conpl ex and
hybrid forns, as well as the emergence of new forns (MKinsey &
Conpany/ CAPS Research 2000).

Two findings seemdistinctively Canadian. First, the period of |ow
entry-cost market nakers seens to be over, if it ever existed. Those
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e-Ms that have survived are either very specialized or have exited
Canada (such as Onvia). Canadian e-Ms seemto be nmuch nore closely
associ ated with industry groups, consortia of powerful buyers or
sellers, or mpjor infrastructure providers, than their US
counterparts. It appears probable that venture capitalists in Canada
did not make major investnments in e-Ms intended specifically to serve
t he donestic market. Second, the e-M procurenment space for SMES is
shaping up to be a major battl eground anbng Canadi an banks. Procuron
is clearly the Goliath although the e-Ms identified all have
substantial support through major strategic alliances anong banks and
t el ephone conpani es.

It will be interesting to see whether experiences in other countries
bear a resenbl ance to those noted above. Canada’ s situation appears
simlar to sone European nations in that its economy is relatively
smal | and open, and greatly affected by a | arge nei ghbour(s). It
remains to be seen what forme-M (and the broader question of e-
busi ness) take in settings such as these. Additional research studies
are needed that study B2B e-Ms in a tinely yet scientific manner.’
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Appendi x A.1 List of Electronic Marketplaces Identified

Aer oxchange*

WWW. aer oxchange. com

Airline

Agi nf onet Canada Cor poration

Www. agi nf onet. com

Agricul ture

Agr aLi nk Exchange Ltd.

agralink.ca

Agricul ture

Tr ansor a*

WWW. t ransor a. com

goods

Agri Place Inc. Www. agri pl ace. com Agricul ture
Al berta Watt Exchange Ltd. wWww. wat t exchange. com El ectri cal power
Www. at t canadamar ket pl ace.
ATT Canada Mar ket pl ace com Hori zont a
Bar - eX Communi cations | nc. WWw. bar - ex. com Lega
Bel | Zi nc www. bel | zi nc. ca Hori zont a
bi zSmar t www. bi zsmart. com Hori zont a
bui | di ngweb I nc. www. bui | di ngweb. com Construction
Buysal vage. com www. buysal vage. com Sal vage equi prent
CATA Al liance Snall Business
Exchange WWW. cat a. com Advanced t echnol ogy
Covi sint LLC WWW. COVi Si nt.com Aut onobi | e
Computers &
E2open* WWW. e20pen. com el ectroni cs
eBi z4Bi z. com www. ebi z4bi z. com Export
eBui | d. ca www. ebui | d. ca Construction
Enpori . com WWW. enpori . com Hori zont a
e- STEEL* W, e- st eel . com St ee
GHX Canada* www. ghx. com Heal t hcar e
Gof i sh. con¥ www. gofi sh. com Seaf ood
Interealty WwWw. i nt ereal ty. com Real estate
Medi agrif Interactive
Technol ogi es www. medi agri f.com E- commer ce
MERX WWW. ITer X. cebra. com Gover nnent tendering
Nat ural Gas Exchange I nc. WWW. NgX. com O & gas
Net ThruPut | nc. Www. net t hr uput . com O & gas
Onvi a* WWW. onvi a. com Hori zont a
Part sl i nk www. part slink.com Aut onoti ve
Pet r ol eum Pl ace* www. pet rol eunpl ace.com |G| & gas
Pr ocur on WWW. pr ocur on. com Hori zont a
Quadr ent WWw. quadr em com M ni ng
Rai | Mar ket pl ace. com I nc. * www. rai | mar ket pl ace. com |Rai | r oads
Roughneck www. r oughneck. ca O & gas
Shi pAhead. com www. shi pahead. com Shi ppi ng
Sour ceCAN WWW. Sour cecan. ca Hori zont a
TD MarketSite www. t drmar ket site. com Hor i zont al
The Ag Deal er www. agdeal er. com Agriculture
t hequot aexchange. com WwWw. quot aexchange. com Expor t
Consuner packaged

Truck and Trailer Online

www. t ruckandtrail eronline
.com

Aut onot i ve

Vertical Builder

www. verti cal bui |l der. com

E- commer ce

*Omed by US or internationa

i nterests.




