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1. Abstract 

 
The advent of eCommerce has so far triggered a plenty of business models to rely upon the 
online-based selling methodology. In this paper, we will be investigating on the strength of 
group buying websites and the role they play in enhancing the business models of various 
organizations. It is the group buying pricing mechanism that allows buyers to witness the 
power of shopping and obtain deals at lower and finer rates.  
 
2. Introduction 

 
Otherwise known as collective buying, group buying is a methodology that involves the sale of 
products and services at legitimate and discounted prices, which customers find easy to 
select among and purchase through. With businesses consistently turning over digital 
marketing, group buying websites are becoming a vital element in the online shopping 
business. In general, these websites come with a featured deal option like 'deal of the day' or 
something like that, and these deals will be put on effect, once the number of customers who 
have agreed to make the purchase reaches a specific number. For making a purchase, the 
customers would have to print off the voucher and receive their deal from the designated 
retailer. The deals are offered based on the negotiations made among the various group 
buying websites and local retailers. The degree of discount rates is wholly based on the 
increase in the customers and matches to the degree of compensation affordable by the 
retailer. WagJag, Groupon, TeamSave and LivingSocial are a few group buying websites that 
offer deep discounts on products and services with deal of the day coupons.  
 
3. Basics of Group Buying models 

 
In this section we will be discussing on online based selling in brief detail. Coming to the 
market mechanisms there are quite a few things to be taken into consideration while on 
offering core value proposition from their participants.  
 
3.1. Market Mechanisms 
 
It is pretty significant that the pricing matches both buyers and sellers. The pricing mechanism 
include strategies where retailers display the prices alloted for each product and customers 
decide whether they wish to accept the prices or not. With dynamic pricing mechanism, 
buyers are not just left with this 'buy it' or 'leave it' decision. They can simply negotiate with 
the sellers to reach a convincing price. Customers can place their request/bid and the final 
transaction price is made with the highest price offered among them. It is up to the sellers to 
decide about whether to accept the prices or not.  
Coming to group buying discounts, they allow buyers to explore the transaction prices and the 
amount they are saving therewith. The complete period of time a product is put on sale o a 
company's website is referred to as an auction cycle. As there occurs an increase in buyers to 
join the group to purchase a product, there also takes place a price drop from the starting 
price to predetermined price change.  
 
3.2 Value Perspectives 
 
The value proposition mainly depends upon on the extreme extend the price is lowered for a 
product, based upon the collective bargaining power of buyers. On implementing a large 



number of orders in a short time period, group buying websites suggest they can negotiate for 
low prices with suppliers and manufacturers, and then offer the savings to customers. In 
these websites, the starting prices are usually higher than the prices charged by discount 
posted price merchants. Anyway, prices drop as more people purchase. As a considerable 
number of people join the auction cycle, it is obvious that the final price transacted will be the 
lowest price ever displayed. Just as the name syndicates, 'group buying' if only conditioned 
on a group or mass, will sure attain success.  
 
4. Market Competition & Buyer Behavior in Group Buying Technology 

 
Buyer Behavior – A to be noted topic to speak about, specifically in group buying 
marketplaces. It has been evidenced that the competition faced in this kind of buyer services 
is immense. Buying behavior in Group buying websites is depended on various aspects. One 
is the Expectation of falling prices. The starting prices of group buying deals are normally 
higher than that on online discount stores. Then why do people demand highly on these 
sites? Here's the reason. Buyers anticipate that the prices will soon drop once the auction 
cycle gets over and this anticipation about price drop keeps them motivated on making a 
purchase process, the very earliest.  
 
The second is the group buying mentality that triggers up the customer behavior. Based upon 
the higher demand and utility of a product, there occurs a rise in demand curve. This can be 
the only industry where buyers will indirectly get benefited from the participation of a group of 
people.  
 
As far as the competition perspective is concerned, group buying organizations face 
competitions in four type of forms: suppliers, consumers, competitors and marketplace. In 
order to offer low pricing deals to consumers, group-buying websites initially got to negotiate 
with manufacturers and distributors.  
 
5. Framework – B2B or B2C 

 
As in other business models, group buying is also targeted over the two very frequent 
frameworks: B2B (business to business) and B2C (business to consumer). The group buying 
process is traditionally been applied in a business to business (B2B) setting. Anyhow, there 
have also been successful applications of group buying in a business to consumer (B2C) 
setting, especially with sites that are buyer-driven. There is somehow a belief in the 
eCommerce industry that a B2B framework has got more opportunity to implement group 
buying in an appropriate way. One major reason for this is, online customers do not wish to 
wait for a long period of time to get their product delivered. The secondary reason is that the 
online companies are not able to get the competitive prices which the retail giants like Wal-
mart can negotiate. The major issue with B2C framework is, customers will never wish to 
compromise in their preferences when it comes to quality and prices. Hence, a B2B 
framework will well do in group buying and we'll focus on it further.  
 
6. B2B - Procurement Methodology 

 
Procurement is the planning process used by companies or organizations to plan the 
purchasing activity for a definite period of time, which is normally completed during the 
budgeting process. Procurement can be a wide topic to talk about. Rather than providing a 



comprehensive literature review on procurement, here we will discuss about presenting it on 
B2B and e-businesses. Procurement accounts for an important portion of the expenditures of 
an enterprise or organization. Therefore, a special attention needs to be paid on the decision 
making mechanisms. The primary aspect of procurement is full-fledgedly based on 
scheduling and advanced planning, which will result group buying in cost savings and capable 
business operations. Procurement planning needs to be on the four basis: group buying, 
negotiable bulk pricing, least administrative control and on-time delivery. In order to seize 
opportunities in procurement market, B2B business models are being partnered to several 
businesses.  
 
7. Conclusion 

 
In this paper, we illustrated the basics of group buying to the procurement literature encrypted 
in B2B focused group-buying model. We examined the market mechanisms and value 
proposition which are entirely pursue an user centric approach. We have also formulated on 
the effectiveness of group buying websites to utilize the B2B framework rather than B2C. And 
that too, on the procurement methodology which most successful businesses rely upon. 
Having examined B2B too closely, we find that group-buying business models actually can 
help small businesses to obtain volume discounts. 
 
8. References 

 
Robert J. Kauffman , Bin Wang . Bid Together, Buy Together: On The Efficacy Of Group-
Buying Business Models In Internet-Based Selling (May 16, 2001). Available on the Internet at 
http://misrc.umn.edu/workingpapers/fullpapers/2001/0110_051601.pdf 
 
Ertunga Ozel, Neil Geismar, Chelliah Sriskandarajah. Optimal Procurement in a Group-
Buying  
Framework (February 1, 2003).  Available on the Internet at 
http://www.pomsmeetings.org/ConfProceedings/001/Papers/PMM-01.4.pdf 
 
Alex Cohen. The Ultimate Guide to Group Buying Sites (September 19, 2012).  Available on 
the Internet at http://searchenginewatch.com/article/2206458/The-Ultimate-Guide-to-Group-
Buying-Sites 
 

 

http://misrc.umn.edu/workingpapers/fullpapers/2001/0110_051601.pdf
http://www.pomsmeetings.org/ConfProceedings/001/Papers/PMM-01.4.pdf
http://searchenginewatch.com/article/2206458/The-Ultimate-Guide-to-Group-Buying-Sites
http://searchenginewatch.com/article/2206458/The-Ultimate-Guide-to-Group-Buying-Sites

