Marketplaces:
the ‘Urban Sprawl’ of Retailing?

When anyone talks about ecommerce, it’s impossible not to center much of the conversation
around the growth and expansion of Amazon. The online behemoth quickly positioned itself as
the world’s perceived low-price leader by targeting category after category with their “fastest
follower of the actual price leader” tactic, supported with the extensive use of algorithmic pricing.
Moreover, Amazon was also one of the first to successfully launch a central hub for marketplace
environments to thrive, creating a virtually endless shelf of products. Expanding on an already
advantageous business model, Amazon has also invested heavily in its ability to capture and
leverage significant data from their site, including insights and trends based on their marketplace
community. At the root of what makes Amazon one of the biggest game changers to hit retail
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is their marketplace and the associated intelligence from which Amazon is able to derive. This
market insight includes demand and price elasticity which has enabled the company to continually
refine and hone their own assortment and pricing strategies to build and reinforce their brand
position with price conscious shoppers.
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Are Marketplaces Right for Every Retailer?
Allowing third-party sellers to sell on a retailer’s ecommerce site can quickly bolster that retailer’s
online assortment without the associated cost and risk, but is it the right strategy? Walmart’s recent
acquisition of Jet.com, a site known for its low-price seller network capabilities, came shortly after
a significant overhaul of Walmart’s website and ecommerce strategy. Walmart clearly intends to
broaden its online assortment, appeal to more third-party sellers, and accelerate the attainment of
their stated ambitious goal to add one million products a month to their digital shelf. Walmart will
now likely turn to Jet founder Marc Lore and the Jet.com team to drive this effort.
Looking at other brick and mortar retailers, it’s interesting to note that Target does not support
third-party sellers, Best Buy shut down their marketplace1, and Sears continues to offer a broad
marketplace presence, despite some unfavorable press prior to a policy change a few years
back2.
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Chart originally published in Holiday Assortment Games, Nov 2015. Please note: Best Buy has since taken down their marketplace.

1 http://www.retailtouchpoints.com/features/news-briefs/best-buy-abandons-online-marketplace-citing-low-revenues-and-confused-customers
2 http://www.zimbio.com/Economic+Equality+for+Women/articles/MC4vXi2M3z0/Sears+Offensive+T+Shirts+Perfect+Gift+Rush
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How Do Brands Fare in the Marketplace?
Earlier this year, we conducted a thorough analysis of the brands and third-party sellers found on
Amazon.com as part of a larger examination of Amazon’s online assortment offering. Here is an
excerpt on Amazon’s overall marketplace diversity from that infographic:
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The majority of brands have expressed interest in at least exploring direct-to-consumer models
and many try leveraging marketplaces as their first step on this journey before launching their
own ecommerce site. Brand experiences with retail marketplaces have been very mixed to date.
While some brands have found success in the marketplace, others have expressly quashed these
investments, largely due to insurmountable obstacles with counterfeit and grey market goods that
adversely impact brand equity and profitability.
Birkenstock recently shared they will no longer be selling on Amazon.com due to ongoing
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concerns around counterfeits and unauthorized selling3. The German sandal company has
also explicitly stated that it will not permit products to be sold by third-party sellers on their site.
In a memo shared with the press, Birkenstock USA CEO, David Kahan, stated, “The Amazon
marketplace, which operates as an ‘open market,’ creates an environment where we experience
unacceptable business practices which we believe jeopardize our brand. Policing this activity
internally and in partnership with Amazon.com has proven impossible.”
While individual retailer marketplaces vary widely, category-level marketplace penetration can
fluctuate as well. Tying back into the Amazon infographic we published earlier in the year, the
Electronics, Sports & Outdoors, Cell Phone & Accessories, and Home & Garden categories
presented the highest counts of unique marketplace sellers on Amazon.com. Whereas the
Grocery, Baby and Beauty categories exhibited a relatively smaller number of marketplace sellers.
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http://www.cnbc.com/2016/07/20/birkenstock-quits-amazon-in-us-after-counterfeit-surge.html
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And the Verdict Is...
Like any investment, do your homework. Marketplaces muddy the competitive landscape for
retailers and the channel landscape for brands. It’s essential to recognize both the advantages and
potential pitfalls of marketplaces before undertaking such a labyrinthine endeavor. Whether you
are a retailer or brand, it will serve you well to compile a complete impact analysis, outlining the
strategic goals and gaps of your organization.
•

Explore the depth and breadth of marketplace seller penetration for your categories and
products;

•

Understand who is selling which products, where, and for how much;

•

If marketplace sellers are an issue, identify the marketplace sellers that have the most
overlap with your products and categories to flag potential competitive threats;

•

Flag unauthorized marketplace sellers and track authorized sellers’ compliance to MAP or
other pricing standards;

•

Partner with a robust solution provider offering consistent, actionable insights on sellers,
categories and products you care about, ultimately driving demand and pricing perception
in the retailing landscape.

Assessing major investments like the strategic use of marketplaces can seem daunting, requiring
months of research and man hours. However, there are faster, more effective solutions out there.
Look to a reputable industry partner to quickly and easily help you make the right decision for your
business.
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CONTACT US
Direct:
613-562-2525 x 1

Toll Free:
1-855-360-0075 x 1

Email:
info@360pi.com

ABOUT 360pi
360pi derives profitable insights from product and pricing big data to help leading omnichannel
retailers, etailers, and brand manufacturers compete and win with shoppers. 360pi’s customer
base accounts for over $US200 billion in annual product sales and includes Ace Hardware, Build.
com, and Overstock.com, along with several Fortune 500 consumer products companies. With the
majority of in-store purchases being influenced online, 360pi helps retailers and brands successfully
navigate the multi-channel landscape with real-time insight into who is selling what, where, when,
why and for how much. Ultimately, 360pi customers make smarter decisions faster to drive
increased revenues and margins across all channels.

Visit our website
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360PI REPORTS TERMS OF USE

ATTENTION: PLEASE READ CAREFULLY.
All trademarks, trade names, service marks and logos referenced herein belong to their respective
owners.
This report is a copyright work of 360pi Corporation (“360pi”) and constitutes proprietary
information of 360pi. This report is provided subject to the condition that it shall not, in whole or
in part, by way of trade or otherwise, be copied, modified, distributed, re-sold, lent or otherwise
circulated outside of the recipient organization without the prior written consent of 360pi.
The information contained in this report is intended to provide general guidance on matters of
interest for the internal use of the recipient organization, who accepts full responsibility for its use.
The information in this report is provided with the understanding that 360pi is not providing any
investment or other professional advice or recommending any actions based on the contents of the
report.
360pi always endeavors to provide accurate and reliable information. All information in this report
is provided “as is”, without warranty of any kind, express or implied, including, but not limited to
warranties of performance, merchantability and fitness for a particular purpose. In no event will
360pi, or its partners, employees or agents, be liable to you or anyone else for the results obtained
from the use of this information, any decision made or action taken in reliance on the information in
this report or for any consequential, special or similar damages, even if advised of the possibility of
such damages.
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