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ABSTRACT

We model the decisions in two simple, structurally different, fixed price online channel
settings comprised of marketplaces (retailers) where two sellers of substitutable products transact
with buyers (consumers) of those products. The first setting is a common retailer setting (CRS) with
one marketplace, while the other is an exclusive retailer setting (ERS) where each seller is selling in
an exclusive marketplace. We study how price competition and cost sharing in those settings
influence the key factors that attract the seller and buyer to a marketplace, i.e. the seller’s revenue
share and price respectively. We formulate analytic and optimization models of the retailer revenue
sharing decision and the suppliers pricing decision under CRS and ERS. Applying these models to
market environments with different consumer demand patterns, cost structures, and levels of
competition yielded a fairly consistent behavior in supplier price and retailer revenue share for each
channel setting. The CRS retailer is better off (i.e. higher profits) than the ERS retailers, whereas
the ERS suppliers are better off than the CRS suppliers. Finally, the buyer in ERS is better off

because the seller in ERS charges a lower price.
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