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Introduction

DG Competition has recently cleared the creation
of three new B2B marketplace joint ventures:
Covisint (car sector), Eutilia (electricity sector),
and Endorsia (industrial goods and services).

B2B marketplaces are Internet-based electronic
fora designed to allow business-to-business
communications and transactions. Participants can
include suppliers, distributors, providers of busi-
ness services, infrastructure providers and their
customers. Such projects are becoming very
common (1), and have a major impact on the way in
which companies do business. In general, they are
expected to have major pro-competitive effects.
They should create more transparency, thereby
helping to link more operators and to integrate
markets, and they may also create market efficien-
cies by reducing search and information costs and
improving inventory management, leading ulti-
mately to lower prices for the end consumer.

As with stock exchanges, the liquidity and effi-
ciency of B2B electronic marketplaces will gener-
ally increase as the number of users rises, and the
pro-competitive effects of such exchanges should
also increase as more and more buyers and
suppliers are linked to the system. The fact that
these exchanges try to sign up as many users as
possible therefore does not usually constitute a
competition problem in itself.

However, in certain circumstances, negative
effects on competition may outweigh market effi-
ciencies. This may in particular be the case
where (2):

• Users of the exchange are able to exchange or
discover market-sensitive information relating
to, for example, prices and quantities. Their
ability to do so will usually be related to the
design of the system, in particular as regards the
users’ ability to access each other’s data.

• Discrimination against certain classes of users
leads to foreclosure. Rules concerning the
ownership of the marketplace and its operation
could be used, for instance, to exclude certain
participants from the most efficient marketplace,
thereby putting them at a competitive disadvan-
tage. Discrimination issues could arise if share-
holders were to have exclusive access to
information regarding transactions through the
marketplace.

• Users can get together to ‘bundle’ buying or
selling volumes, and can thereby co-ordinate
their behaviour. This phenomenon is discussed
extensively in the Guidelines on Horizontal
Restraints.

The Notified Projects

None of the notified projects involved mergers,
since the parent companies did not exercise joint or
sole control over the JVs. The agreements there-
fore fell to be examined under Article 81 rather
than under the Merger Regulation.

Covisint

In August 2001, the Commission granted regula-
tory approval to the creation of Covisint (3).
Covisint was formed by the major motor manufac-
turers Ford, DaimlerChrysler, General Motors,
Renault and Nissan. A sixth carmaker, PSA
Peugeot Citroën, later joined the project.

Covisint was the first major B2B exchange to be
examined under Article 81, and may therefore
potentially serve as a guide for the treatment of
other similar projects.

Covisint is a purchaser-managed ‘buy-side’ ex-
change, unlike other exchanges such as SupplyOn,
which are set up by the sellers of components. The
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(1) A number have already been examined under the competition rules: M.2027 Deutsche Bank/SAP/JV; 38.866 Volbroker; M.1969
UTC/Honeywell/i2/MyAircraft.com; M.2075 Jupiter/M&G/Scudder/JV; M.2138 Siemens/SAP/JV, M.2096 Bayer/Deutsche
Telekom/Infraserv Hoechst; M.2172 Babcock Borsig/mg technologies/SAP Markets/ec4ec; M.2270 Babcock Borsig/SAP
Markets/ Deusche Bank/VA Tech/ec4ec; M.2398 Linde/Jungheinrich/JV; M.2374 Telenor/Ergogroup/DNB/Accenture/JV

(2) See Joachim Lücking, “B2b e-marketplaces and EC competition law: where do we stand” in Competition Policy Newsletter,
October 2001, Number 3.

(3) See press release IP/01/1155 dated 31 July 2001



carmakers that intend to purchase through the
exchange (including Covisint’s shareholders)
account for about 63% of worldwide car produc-
tion. Most major suppliers of automotive compo-
nents have also indicated their willingness to use
the marketplace.

Covisint is intended to provide the automotive
industry with procurement, collaborative product
development and supply chain management tools.
Procurement of a variety of goods and services
takes place both through on-line auctions and cata-
logue purchasing. The exchange also has a supply-
chain management function. Individual users can
«see» the current and future status of materials
upstream in their supply chain, and can thereby
better manage stock levels and predict capacity
constraints, leading to substantial cost savings.
Covisint will also allow users located in different
parts of the world to work together on-line to
design car components, thereby speeding up
development times and encouraging innovation.

After examining the notified agreements and the
replies received to information requests, the
Commission concluded that the agreements
contain adequate provisions to eliminate potential
competition concerns of the types discussed
above. In particular, the agreements showed that
Covisint is open to all firms in the industry on a
non-discriminatory basis, is based on open stan-
dards, allows both shareholders and other users to
participate in other B2B exchanges, does not allow
joint purchasing between car manufacturers or for
automotive-specific products, and provides for
adequate data protection, through the use of fire-
walls and security rules.

Although, since no restriction of competition was
found, it was not necessary to come to any conclu-
sions as to the relevant product market definition,
the investigation revealed that in the car sector,
more traditional procurement methods such as
letters, faxes, and telephones are no longer
substitutable for modern computerised systems
such as B2B exchanges. However, for the time
being at least, carmakers can still use Electronic
Data Interchange systems (EDI) in parallel with
the new B2B technology.

The investigation also revealed that Covisint has
the potential to alter the nature of the relationship
between the various actors in the automotive
supply chain fundamentally. In particular, various
interested parties expressed concerns that sophisti-
cated components could become commodities,

leading to competition on price alone rather than
on specification and quality levels.

For the near future at least, Covisint is likely to be
the only B2B exchange satisfying the procurement
needs of several different carmakers. It is therefore
possible that at some point in the future the
Commission will be called upon to analyse the
exchange under Article 82 of the Treaty.

Eutilia

On 26 February 2001, the Commission received a
notification relating to the setting up of a joint
venture known as Eutilia. The new company will
run a business to business marketplace providing
services for the procurement of goods for elec-
tricity utilities.

The parent companies, eleven major European
electricity companies (1), will each hold between
8.5% and 9.8% of Eutilia’s shares.

Eutilia will offer auctions, catalogue purchasing,
off-catalogue purchasing, buy/sell enquiries and
supplier database services. It may subsequently
expand the range of its activities by offering
various transaction support services (e.g. financial
services), supply chain integration services and
hosting services. It will initially focus on the
procurement of goods and services to utilities in
the electricity sector but hopes to broaden its focus
to goods and services for other utilities thereafter.

The notifying parties estimate that Eutilia will
allow users (buyers and suppliers) to reduce trans-
action costs by 20/25-50% (based on efficiency
gains being realised in other B2B ventures).

The Commission concluded that there will be no
restriction of competition as regards services
provided at the marketplace level for the following
reasons: (i) the notifying parties are not active in
the same market as the JV, (ii) the JV itself does
not restrict or distort competition, but rather is pro-
competitive in that it will create significant cost
efficiency benefits for users; (iii) the JV will face
significant competition from a variety of procure-
ment methods such as traditional methods (tele-
phone, fax, etc), own company buy sites and
competing marketplaces (2); (iv) barriers to entry
in e-commerce are very low; (v) there will be no
exclusivity or minimum use requirements.

Similarly, the JV has been structured to ensure that
there will be no restriction of competition on the
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(1) Electrabel SA, Electricité de France, Endesa Net Factory SL, Enel SPA, Iberdrola, National Grid Holdings Limited , NV Nuon ,
RWE Systems AG, Scottish Power UK PLC, United Utilities BV and Vattenfall AB

(2) Achilles and Elettroclick are other platforms in the same sector.



downstream markets. There will be open access to
the marketplace, and appropriate protection of
confidential information. Moreover, the JV will
not act as a buying club but as an intermediary.

Endorsia

The B2B marketplace Endorsia, a non-co-opera-
tive joint venture notified to the Commission on
5 March 2001, involves five manufacturers (1) of
machines and industry components, which will
each acquire a 20% interest in the JV company.

Endorsia will support the buying and selling
requirements of various manufacturers, distribu-
tors and end-users for branded industrial goods
and services. Suppliers will be able to connect to
customers and customers to their suppliers by
using one single electronic interface. Endorsia
itself does not engage in any buying or selling
activities. Each of the sellers will maintain their
own separate “storefronts”, deciding, for example,
their own selling and customer access rules, terms
and conditions of sale, shipping policy and pricing.
Thus, Endorsia will serve as a conduit between
individual sellers and their customers.

The Commission’s examination revealed there to
be no significant barriers to entry on the market for
the provision of sales support services for indus-
trial products. Each participant will be free to
participate in other B2B e-commerce ventures or
to establish its own. New manufacturers that meet
objective criteria such as financial stability or
depth and breadth of product lines will have open
access to the marketplace.

Endorsia has also established appropriate firewalls
and procedures to prevent the exchange of
commercially sensitive information among the
companies transacting business on the website.
Endorsia will not itself be involved in buying or
selling activities.

Outcome

In each of the three cases, the Commission
concluded that the project as notified did not
currently restrict competition in the sense of
Article 81(1) of the EC Treaty, and sent the parties
a comfort letter to this effect.
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(1) Aktiebolaget SKF, Reliance Electric Industrial Company, The Timken Corporation, Industriewerk Schaeffler INA-
Ingenieurdienst GmbH and Sandvik Finance B.V.




