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Abstract 

Internet technology can alter business models within organizations.  Nowhere is this 
more evident than in online auctions. Participation in business-to-consumer (B2C) 
auctions has vastly increased over the last several years, and the number of companies 
participating in business-to-business (B2B) “reverse auctions” is also up significantly 
each year for the last several years.  In this article, a research framework is presented that 
describes how the research of online auctions has progressed and what areas still need to 
be examined in future research.  

 

 

 

1. Introduction 

Information technology, specifically the Internet, has significantly changes the 

way people exchange information and participates in business transactions in electronic 

commerce, allowing business models whose definition and scope are unattainable in 

traditional markets.  Furthermore, these electronic markets are still growing at a 

phenomenal rate. Of all business models that have been impacted by the Internet, online 

auctions and business-to-business (B2B) reverse auction exchanges have had some of the 

largest impact. 



Online auctions, in particular, exemplify a huge growth rate that was made 

possible by Internet technology.  EBay, the premier online auction retailer with over 80% 

of the online auction market, boasts that, on any given day, there are more than 12 

million items listed on eBay across over 18,000 categories.  In the second quarter of 

2003, EBay reported record net revenues of $509.3 million, up 91% from the same period 

in 2002. This massive sales and growth resulted in record operating income of $168.7 

million, up 109% from 2002.  Users, too, have flocked to eBay, with 34.1 million active 

users (the number of users on the eBay platform who bid, bought or listed over the 

trailing twelve months) in the second quarter of 2003, a 57% increase over the 21.8 

million active users for the same period in 2002.1   

In conventional auctions, the “host” of the auction is the seller who is auctioning 

assets to bidders, where the highest bid wins.  However, in reverse auctions, the host of 

the auction is the buyer who is auctioning production contracts to the bidders, where the 

lowest bid wins. Reverse auction exchanges grew at an incredible rate during the 1998-

2000. The “dot-com bubble burst” that occurred in 2000-2001 resulted in flat or reduced 

demand for B2B services, as many of the B2B providers went out of business or switched 

strategies to implement a more feasible business model (Tulder & Mol, 2002).  However, 

in 2002, B2B ecommerce has once again found favor with businesses, and as a result has 

also seen tremendous growth. According to figures from the European Commission, 90 

percent of European online sales occur in the B2B space.2 A study from the Institute for 

Supply Management and Forester Research reveals that 84% of large companies now use 

                                                 

1 Based on eBay’s quarterly report, available online at  http://www.shareholder.com/ebay/releases-
earnings.cfm. 
2 See http://www.ecommercetimes.com/perl/story/31195.html for more information 



the Web to purchase materials and services, and that the overall  percentage (large and 

small companies) of B2B online purchasing increased steadily during 2002.3  Much of 

the B2B activity is done through reverse auction exchanges, where buyers place contracts 

online so that suppliers can bid for these contracts, the lowest bidder often winning the 

contract.  Such exchanges have led to some extremely high initial savings.  For example, 

General Electric Transportation Systems, one of the world's leading suppliers to the 

railroad, transit, and mining industries, now processes it’s approximate 100,000 invoices 

through Global eXchange Services and projects an annual savings of $900,000 because of 

the move.4  In another example, Covisint, a relatively new online exchange for 

automobile manufacturers, projects savings for it’s members that range from 5% to 30%, 

and has over 103,000 member businesses with 4,800 auctions.5 

As with the explosive growth of activity in online auctions, there has been a 

corresponding explosive growth in research in online auctions and  exchanges as 

researchers and professors try to understand this relatively new phenomenon at a deep 

level.  This article examines the current state of online auction research to examine two 

research questions: 

• What topic matter is being examined in online auction research 

• How can these topics be characterized in the context of online auctions? 

• What auction topics, auction behaviors, and auction designs need further 

examination? 

                                                 

3 Reported in http://www.ecommercetimes.com/perl/story/20603.html. 
4 From a GXS press release on October 28, 2002, available at 
http://www.gxs.com/gxs/press/release/press20021028. 
5 See http://covisint.com/. 



These questions are examined through an intense literature review.  Each article 

in the review is categorized based upon it’s examined topic matter and examined 

behavioral traits.  A framework is developed that shows what topics seem to be of great 

interest, in that certain topics are being researched intensely, and which topics could use 

further study in the future. 

2. Characterizing Seller and Bidder Interaction in Online Auctions 

In online auctions, research is dedicated to examining how sellers and bidders 

interact through the online auction market structure.  As such, auction research can be 

characterized as typically conentrating on one of the following three auction 

characteristics: Seller Behavior, Bidder Behavior, and Auction Design. 

Seller Behavior. Research on seller behavior includes set-up strategies, seller 

opportunism (such as shilling, which is the act of bidding on you own item to drive up the 

price other bidders pay), and seller comments left in an online reputation system. 

Bidder Behavior. Research on bidder behavior includes the price a bidder pays, 

the bidding strategy employed by a bidder, buyer comments left in an online reputation 

system, buyer opportunism (such as colluding with each other when bidding) and factors 

that can cause a bidder to pay more or less for the same item.  Note that, in auctions, 

sellers don’t set the price (although they do set the starting bid), so most research that 

examines the price paid in an auction is investigating a bidder behavior, not a seller 

behavior. 

Auction Design. Research on online auction design typically involves the use of 

an analytical model that describes an optimal design of an entire online auction or some 



facet of an online auction, such as the optimal design of a reputation system.  Other 

research can include  

This section describes how articles are selected for this review, and describes a 

grid framework that groups articles by topic and auction characteristic.  This framework 

is intended to show areas of research that researchers find interesting, and areas that have 

not, as of yet, received much attention. 

2.1 Rules for Article Selection 

To develop an online auction research framework, rules were established upon 

which topics are relevant to this study, and which must be excluded from this study. This 

research includes any article that lists online auctions as of primary interest, through 

mentioning online auctions in the title, the abstract, or the keywords. This research 

excludes research that discusses auctions in general, but not primarily online auctions. 

For instance, there are many articles, especially from the economics literature, that 

discuss auction theory in general (e.g.Vickery, 1963; Riley & Samuelson, 1981; 

Milgrom, 1989).  While these articles are important in the understanding of auction 

theory as it relates to online auctions, they are not specifically concerned with online 

auctions per se, and thus are not included in this sample.   

Similarly, research is excluded that discusses topics that may affect online 

auctions, but are not specifically about online auctions. For instance, there are many 

articles that discuss reputation systems in general and are important to the understanding 

of how reputation systems can affect online auctions  (e.g., Resnick et al., , Dellarocas, 

2002).  However, while these studies often bring up online auctions as a predominant 

beneficiary or implementer of reputation systems, the thrust of the articles is primarily 



concerning general online reputation systems and not primarily concerned with auction 

reputation systems, as noted by the lack of the word “auction” (or related words, like 

eBay, OnSale, etc.) in the title, abstract, or keyword listing.  Conversely, there are those 

who specifically study auction-based reputation systems (e.g., Wood et al., 2003; Resnick 

& Zeckhauser, 2002; Dellarocas, 2003).  Thus, these studies are included in our sample.  

In this vein, meta-research topics (e.g., ) where research is primarily concerning other 

online auction research (similar to this article) are excluded from this study. 

We also excluded B2B research that dealt only with electronic data interchange 

(EDI) through the Web without specifically dealing with an exchange.  EDI and 

electronic purchasing are important for cost reduction, specifically with the 

implementation of XML as a vehicle for transmitting data from one corporate database to 

another.  However, these articles are not specifically about reverse auction exchanges and 

thus are excluded from this research. 

Finally, research was not included when it discusses auction houses without 

specifically dealing with the process of the auction were excluded.  For example, 

research dealing with legal liability of online auctions houses (e.g., Antonelli et al., 2001) 

and similar topics were discarded. 

The resulting collection of research included 76 articles that deal specifically with 

online auctions.  Journals articles, conference proceedings, and working papers were 

among the articles examined in this research. 

2.2 Framework for Online Auction Research 

In the literature review required for this article, four main areas of research 

emerged as the primary focus of online auction research.  These topic areas are: 



• Auction Bids, Winner’s Curse, Selling Prices, and Bundling – This topic area 

is primarily concerned with the price that is received in an online auction.  

Included are articles that describe non-reputation factors that cause a bidder to bid 

more or less for the same item, literature on the winner’s curse, where a buyer 

pays more than market value for an item and later feels remorse that so much was 

paid, and the effect that bundling or de-bundling items has on the price received 

for those items within an auction.  Note that there were enough articles on pricing 

behavior due to seller reputation and trust that this trust and reputation systems 

were split into their own topic. 

• Selling and Buying Strategies and Decision Processes – This topic area is 

primarily concerned with bidding and selling strategies employed by online 

auction bidders and sellers.  Included are articles about bidder types, economic 

motivations for bidding techniques,  

• Auction Fraud, Opportunism, Reputation Systems, and Trust – This area is 

concerned with seller fraud, buyer collusion, misrepresentation or low-quality 

service, the effect of reputations systems (especially when new reputation system 

designs are proposed) and the effect of trust within an online auction. 

• B2B Reverse Auction Exchanges – In this area, we concentrate on reverse 

auctions typically used within a B2B framework.  This includes buyer behavior 

and strategies with suppliers, supplier strategies with buyers, supply chains that 

incorporate a reverse auction, and B2B exchange design. 

Figure 1 describes the online auction research framework proposed by this 

article. 



Figure 1 – Online Auction Research Framework 
 Articles 

on Host’s 
Behavior 

Articles on 
Bidder 

Behavior 

Articles on 
Auction 
Design 

Total 
Articles 

Auction Bids, Winner’s Curse, 
Selling Prices, and Bundling 2 10 1 13

Selling and Buying Strategies 
and Decision Processes 7 8 5 20

Auction Fraud, Opportunism, 
Reputation Systems, and Trust 7 11 6 24

B2B Reverse Auction Exchanges 
 7 2 10 19

Total 23 31 22 76

 
Figure 1 shows how the three aforementioned auction characteristics (host 

behavior, bidder behavior, and auction design) are juxtaposed against four topics of 

discussion.6  In Figure 1, we show how the number articles selected from our literature 

review fit within our framework, shedding light on those areas that appear to be of great 

interest and those where more research is suggested. In the next section, we describe 

these topics of discussion in detail, and discuss work that has been done in these areas as 

well as areas that still need investigating. 

3. Auction Research Framework Applied to Online Auction Research 

In this section, we describe various articles as they apply to the topic matter 

shown in the framework in Figure 1. 

3.1 Articles on Auction Bids, Winner’s Curse, Selling Prices, and Bundling 

One of the primary topics in online auction research is the investigation of how 

much a bidder is willing to pay for an item. Figure 2 lists the research done in this area. 

                                                 

6 Note that in most auctions, the host is the seller, who sells some asset to the highest bidder.  However, in 
reverse auctions, the host is the buyer, who lists a purchasing contract for suppliers to bid upon, and the 
lowest bid wins. 



Figure 2 – Auction Bids, Winner’s Curse, Selling Prices, and Bundling 
 in Online Auction Research Framework 

Host (Seller) Behavior Bidder Behavior Auction Design 
Bajari & Hortacsu, 2003b 
Kung et al., 2002 

Ariely & Simonson, 2003 
Eaton, 2002  
Kauffman & Wood, 2003a  
List & Lucking-Reiley, 2000  
List & Lucking-Reiley, 2002  
Lucking-Reiley, 1999  
Lucking-Reiley et al., 2000  
Massad & Tucker, 2000  
Wilcox, 2000  
Yin, 2002 

Lucking-Reiley, 2000 

 
Much online auction research deals with factors that affect price.7 Kauffman and 

Wood (2003) track individual bidders in online auctions point out that items typically sell 

for less than the real world counter, and find a weekend effect that was not found in 

Lucking-Reiley (1999), though both articles agree on other factors that affect price in 

online auctions.  List and Lucking-Reiley (2001 and 2002) discuss the effect of bundling 

in online auctions. Eaton (2002) also looks at factors that affect price, especially 

concentrating on the effect that additional information (provided by the seller) has on the 

bid level.  Massad & Tucker (2000) find the surprising result that online auctions exceed 

in-person auctions in price.  Yin (2002) finds that the Nash-equilibrium predictions 

regarding the winner’s curse are accurate in online auctions. Ariely and Simonson (2003) 

find that bidders undersearch, and therefore overpay in online auctions, and that online 

auctions yield high prices only when competing products are not available. 

Notably lacking from this topic area are discussions on seller behavior.  Albeit 

that many factors at the auction level that affect buyers are controlled by sellers, still 

there seems to be little articles on seller strategies (other than reputation) that can be 

                                                 

7 Articles whose primary focus is to discuss how reputation affects price are placed in a different category, 
discussed later in this article.  However, many papers that list multiple factors that affect price, including 
reputation, are included in this section. 



employed to gain a larger price paid.  Included in this area would be the effects of 

advertising or other marketing promotion, the choice between online auction and 

traditional markets, and the effect of online auction competition.  Of all the articles in this 

survey, only Kung, Monroe, and Cox (2002) discuss brand loyalty, packaging, and 

promotion as they apply to online auctions, and Bajari and Hortacsu (2003b) discuss how 

the winner’s curse can be affected by the starting bid set by the seller.  More research in 

this area could help shed light on business practices and strategies that could be employed 

by online auction sellers to become more profitable in this new channel. 

Also under-researched are online auction design mechanisms that maximize or 

minimize the price that a bidder pays in an online auction.  Part of the reason for this lack 

is that traditional, non-online auction literature covers this topic extensively (e.g., 

Vickery, 1963).  However, as technology for online auction has become more 

sophisticated and more advanced, online auction mechanisms could be developed that 

consider the new level of technology to develop online auction mechanisms that can 

affect price.  While Lucking-Reiley et al. (2000) don’t suggest a new auction design, they 

do track and discuss online auction mechanisms from before the World Wide Web up 

until the current incarnations. 

3.2 Articles on Strategies, Techniques, and Decision Processes 

How sellers and bidders behave inside the online auction mechanism has long 

been an area of interest in economics research.  Figure 3 shows research on the strategies, 

techniques, and decision processes used within online auctions. 



Figure 3 – Strategies, Techniques, and Decision Processes 
in Online Auction Research Framework 

Host (Seller) Behavior Bidder Behavior Auction Design 
Bapna et al., 2002  
Beam & Segev, 1998  
Dans, 2002  
Gilkeson & Reynolds, 2003  
Halstead & Becherer, 2003  
Heck & Vervest, 1998  
Wang et al., 2002 

Bajari & Hortacsu, 2003a 
Bapna et al., 2001a  
Bapna et al., 2001b  
Bapna et al., 2003b 
Bapna et al., 2000  
Easley & Tenorio, 2003 
Roth & Ockenfels, 2002  
Wilcox, 2000 

Bapna, 2003 
Bapna et al., 2003a  
Happel & Jennings, 2002  
Liu et al., 2003  
Rafaeli & Noy, 2002 
 

 
The area least researched is bidder strategies and techniques.  This is in sharp 

contrast with research that examines the price paid by bidders, which continues to be 

examined quite extensively.  Bapna, Goes, & Gupta are very prolific in this area, 

examining bidder types (2001a and 2001b), economic theory as it relates to bidder 

strategies in online auctions (2000) and how bidding strategies are affected by the bid 

increment set by the seller (2003b). Roth & Ockenfels (2002) examine bid sniping and 

bid timing.  Easley & Tenorio (2003) also examine bid timing and why it is economically 

feasible to “jump bid” by bidding higher than the minimum bid dictated by the bid 

increment.  Wilcox (2000) also examines bid timing as it relates to bidder experience, and 

finds that sniping increases as experience also increases.  Bajari and Hortacsu (2003a) 

discuss how structural estimates of online auctions, despite their assumptions, appear to 

predict behavior quite well. 

Much interest has been shown in seller behavior and strategies in online auctions. 

Many authors discuss online auctions as a viable business strategy to supplement or 

replace the current method of sales within a company (e.g., Beam & Segev, 1998; Dans, 

2002; Heck & Vervest, 1998). Bapna, Goes, Gupta, & Karuga (2002) show analytically 

and empirically that sellers often set up auctions that are often far from their optimal.  

Gilkeson & Reynolds (2003) illustrate the importance of a proper starting bid price to 



attract more bidders and make an auction successful.  Halstead and Becherer (2003) point 

out how diversification and cost leadership are still present in online auctions, making 

market friction and allowing price differences within this electronic market.  Wang, 

Wang, and Tai (2002) discuss online auction strategies as they relate to the auction 

market structures in Taiwan. 

There are many studies that examine auction structural design to motivate 

different seller and buyer behaviors. Bapna (2003) examines new auction design 

mechanisms to eliminate the detrimental effect of bidder sniping (bidding at the last 

possible minute), while Bapna, Goes, and Gupta (2003a) take empirical results to design 

optimal bid increment inside auctions. Happel and Jennings (2002) discuss the design for 

a workable futures market used to speculate on future prices in online auctions. Liu, 

Wang, and Fei (2003) discuss how auctions typically use unicast communication by only 

communicating about one seller auction at a time, and they show how multicast auctions 

will perform better than unicast auctions.  Rafaeli and Noy (2002) add social facilitation 

elements, found in face-to-face communication, to online auctions and find that bidders 

prefer to stay longer on the auction site and prefer these auctions to traditional auction 

design. 

3.3 Articles on Auction Fraud, Opportunism, Reputation Systems, and Trust 

Many articles investigate the role that trust and fraud play within online auctions.   

Figure 4 describes lists these articles within the research framework shown in Figure 1. 



Figure 4 – Auction Fraud, Opportunism, Reputation Systems, and Trust 
in Online Auction Research Framework 

 
Host (Seller) Behavior Bidder Behavior Auction Design 

Albert, 2002  
Bywell & Oppenheim, 2003  
Kauffman & Wood, 2003b  
Lansing & Hubbard, 2002  
Sinha & Greenleaf, 2000  
Standifird, 2001  
Wood et al., 2003 

Ba & Pavlou, 2002  
Brinkmann & Seifert, 2001 
Dellarocas et al., 2003  
Dewan & Hsu, 2001  
Ederington & Dewally, 2003 
Lee, 1998 
Livingston, 2002 
Houser & Wooders, 2000  
Melnik & Alm, 2002 
Ow & Wood, 2003  
Resnick et al., 2003 

Ba et al., 2003 
Dellarocas, 2003  
Resnick & Zeckhauser, 
2002  
Snyder, 2000  
Wang et al., 2003  
Yamagishi, 2003 

 
Internet fraud has been a concern in online auctions since their inception, ranking 

the highest in the number of reported fraud cases compared to any other type of online 

auction enterprise.  The Internet Fraud Watch (www.fraud.org) reports that, in 2002, 

online auctions accounted for 90% of the online fraud cases, reportedly receiving 33,122 

online auction fraud complaints in 2002, close to triple the 11,105 online auction fraud 

complaints filed in 2001.  Thus, fraud and trust have become important topics in online 

auction research.  Kauffman and Wood (2003b) and Wang, Hidvegi, and Whinston 

(2003) investigate shilling, a type of fraud where a seller secretly sets up another identity 

to bid on his own item, thus driving up the price for the final bidder.  Sinha and Greenleaf 

(2000) discuss how bidder aggressiveness can lead to shilling, and how this is a particular 

problem within electronic markets. Lansing and Hubbard (2002) and Albert (2002) 

examines how fraud can be mitigated through regulation, while Bywell and Oppenheim 

(2003) suggest that bidders be more aggressive in fraud complaints.  Finally, Ederington 

and Dewally (2003) find that warranties do not seem to impact bid level, but that third 

party certifications cause a significant price increase. 



The converse of fraud in the online environment is trust. Lee (1998) examines 

AUCNET, the Japanese used care online auction.  He finds that bidders are willing to pay 

more than for used cars bought through AUCNET when compared to traditional used car 

lots because of procedures put in place by the AUCNET auction house that helps ensure 

higher-quality used cars.  Ow and Wood’s (2003) research reaffirms Lee’s reported trust 

effect with an analytical and empirical investigation and find, surprisingly, that more 

bidder experience leads to higher prices paid by bidders, since more experienced bidders 

are more likely to develop trust in the online auction market structure.   

Most researchers find that a low reputation can deter participation in an auction 

(e.g., Brinkmann & Seifert, 2001). However, there is some disagreement in the literature 

of the effect of reputation on price paid. Standifird (2001), Livingston (2002), Melnik & 

Alm (2002), Dewan & Hsu (2001), Ba and Pavlou (2002), Houser and Wooders (2002) 

empirically show that the reputation score can increase the price paid by a seller, while 

Eaton (2002) and Kauffman and Wood (2003a) can not find a significant effect of 

reputation on price despite relatively large data sets.  Most probably, there are other 

factors which increase or reduce the effect of reputation on price, and these need to be 

researched in future research to resolve this disagreement, while Yamagishi (2003) 

argues that the lack of a closed market among online traders benefits the reputation 

mechanism. 

Many authors suggest auction designs that can minimalize fraud through 

reputation system design. Resnick and Zeckhauser (2002) do an in-depth examination of 

the current reputation design at eBay and find several flaws in the reputation system, 

including detrimental effects of reciprocated comments, and pollyanna assessments of 



reputation. Ba, Whinston, and Zhang (2003) suggest adding a trusted third party to the 

auction mechanism to reduce the chance of fraud, echoing Ederington and Dewally 

(2003) who empirically show that third party certification can increase prices received in 

an auction over 50%.  With an assumption of opportunistic sellers, Dellarocas (2003) 

finds, surprisingly, that the sanctioning effect of a reputation system to screen out 

opportunistic sellers cannot be improved by increasing the number of transactions 

reported.  Snyder (2000) suggests that auction houses step up detection of online auction 

fraud to enhance the online auction marketplace. 

Thus far, not much work has been done in the area of participation within 

reputation systems. Wood, Fan, and Tan (2003), and Resnick, et al. (2003) both show 

about a 50% participation rate in online auctions, while Dellarocas, Fan, and Wood 

(2003) show that buyer participation levels drop off in online auctions as reputation 

increases. 

3.4 Articles on B2B Reverse Auction Exchanges 

As mentioned in the introduction B2B exchanges have seen significant growth in 

the last two years.  eMarketer (www.emarketer.com) reports that world-wide B2B sales 

have increased from $474.32 billion dollars in 2001 to 823.48 billion dollars in 2002 and 

are expected to exceed one trillion dollars in 2003.  Despite this huge level of 

transactions, B2B reverse auctions, often used within B2B e-commerce for bidding on 

production contracts, does not have near the same number of articles as B2C auctions, 

like eBay.8 Figure 5 lists the articles that discuss B2B reverse auctions. 

                                                 

8 Sometimes, B2C (business-to-consumer) auctions like eBay are also referred to as P2P (peer-to-peer) 
auctions since buyers can easily become sellers and sellers can easily become buyers. 



Figure 5 – B2B Reverse Auction Exchanges in Online Auction Research Framework 
Host (Buyer) Behavior Bidder Behavior Auction Design 

Emiliani & Stec, 2002a 
Emiliani & Stec, 2002b 
Emiliani & Stec, 2001 
Jap, 2000  
Kwoka, 2001 
Mullane et al., 2001 
Tulder & Mol, 2002 
 

Bajari & Summers, 2002 
Jap, 2003 
 

Arcelus et al., 2002  
Dias et al., 2002  
Emiliani, 2000  
Jap, 2002 
Lightfoot & Harris, 2003  
Lucking-Reiley & 
Spulber, 2001  
McAfee, 2000  
Sairamesh et al., 2002  
Segev et al., 2001  
Wise & Morrison, 2000 

 
As can be seen in Figure 5, the majority of research into reverse auctions is at the 

auction design level, with relatively little attention given to the bidder behavior inside 

these auctions. This is surprising, since bidder behavior is probably one of the most 

interesting to companies who participate in these B2B exchanges.  Jap (2003) finds that 

reverse auction implementation increases the belief that the buyer is opportunistic among 

bidders, yet Jap finds the surprising result that, in reverse auctions, buyers seem more 

willing to make dedicated investments to transact with the buyer. Bajari and Summers 

(2002) discuss the possibility and detection of bidder collusion, where suppliers collude 

so that a higher bid can win a contract, via some mechanism such as taking turns. 

More work has been done on buyer behavior and strategy in reverse auctions.  

Mullane, Peters, and Bullington (2001) and Tulder and Mol (2002) describe the costs and 

benefits of implementing a B2B reverse auction, while Tulder and Mol go on to describe 

how reverse auction should fit within a business strategy. Jap (2000) issues similar 

cautions, noting that reverse auctions can save large amounts of money but can also 

undermine the supply base and probably should be coupled with at least some long-term 

sourcing contracts.  Emiliani and Stec (2002a) continue this discourse and note that 

buyers, who host auctions in a B2B reverse auction mechanism, can save quite a lot when 



suppliers are forced to bid against each other for production contracts.  However, these 

same authors also note that online auctions can cause divisiveness between seller and 

buyer and that buyers must take a long-term view of purchasing (Emiliani & Stec, 

2002b), with careful attention to ensure their technology choices fit with their business 

model (Emiliani & Stec, 2001) to be ultimately successful.  Kwoka (2001) investigates 

reverse auction exchanges in the automobile industry, such as Covisint 

(www.covisint.com), and notes how reverse auctions have raised questions about the 

impact of excessive buyer power and how these auctions can transform an industry. 

The largest amount of research in B2B reverse auctions is in the area of reverse 

auction exchange design.  Many pieces investigate the basic functionality of a reverse 

auction, especially as they relate to current economic theory (e.g., Emiliani, 2000; Jap, 

2002; Lightfoot & Harris, 2003; Lucking-Reiley & Spulber, 2001) or the design of a 

single B2B product, such as IBM’s WebSphere Commerce Suite (e.g., Dias et al., 2002; 

Sairamesh et al., 2002). Some authors advocate new designs.  For example. Arcelus, 

Pakkala, and Srinivasan (2002) advocate a 2-price purchasing policy that alleviates the 

immediate negative impact of online auctions to suppliers by coupling the auctions with 

long term supply contracts, and McAfee (2000) advocates a new peer-to-peer exchange 

format that reduces supply chain fees.  Segev, Beam, and Shanthikumar (2001) model a 

reverse auction in terms of a Markov chain on a state space defined by the current price 

of the item and the number of bidders who have been previously "bumped" in an effort to 

optimize auction satisfaction and predict final ending bids.  Finally, Wise & Morrison 

(2000) use past technological acceptance in other technologies to try to predict how B2B 

business structures will be accepted in the future. 



4. Conclusions 

Online auction research has seen a remarkable growth in the last several years.  

This article examines this research and categorizes it within an online auction research 

framework.  The result is that this article will help researchers to examine those areas that 

interest them, to gauge the interest level among other researchers, and to determine what 

areas need to be researched more intensely in the future. 

Several insights are gained from this study.  In particular, some research areas 

need more investigation, especially bidder behavior in B2B reverse auctions, and online 

auction design that shows how technology can be incorporated into auction design to 

affect the price paid by bidders.  Also, more seller-level analysis, especially in the context 

of marketing research, could be performed to show how seller-level effects, such as 

promotion, market presence, etc., can affect the price paid in online auctions. 

This study is limited by the vast amount of new working papers, conference 

proceedings, and journal articles that are being developed or have been published.  

Though an attempt was made to find and report on these articles, some relevant research 

is bound to be omitted from this study, despite efforts to be inclusive.  Rather, this study 

should be looked at as an unbiased sample of current research so that researchers can 

glean levels of interest and areas of future research.  Thus, this research should not be 

considered to be a substitute for a literature review, but instead can be used as a 

springboard to delve into new research topics in online auctions. 
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