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ELECTRONIC MARKETS
Vili Lehdonvirta, Oxford Internet Institute, University of Oxford
Electronic markets can be defined as markets mediated by electronic
communications systems. The term was originally used in management information
systems to refer to electronic procurement systems, securities exchanges and other
inter-organizational systems. From 1990s onwards the meaning of the term
expanded to include consumer Internet marketplaces such as auction and travel
booking sites. Today electronic markets also include smartphone apps that connect
consumers to providers of goods and services.
A popular explanation for the rise of electronic markets is that new information and
communication technologies have reduced transaction costs to make it increasingly
economical to use markets instead of hierarchies to coordinate transactions
(Malone, Yates, & Benjamin 1987). Management scholars, computer scientists, and
especially economists associated with the subfield of market design have helped
engineers design auction systems, reputation systems and other institutional
mechanisms that make market-style exchanges possible between participants who
may be distant and pseudonymous (Roth & Ockenfels 2002; Lehdonvirta &
Castronova 2014). Economic sociologists and science and technology studies
scholars have examined the social construction of electronic markets, or how
different interests, norms, conflicts and knowledges come to be reflected in
electronic markets’ institutional and material architectures, shaping market
outcomes (Pinch & Swedberg 2008; MacKenzie 2009).
Electronic markets play a growing role in both the sociology of work and the
sociology of consumption. In the sociology of work, electronic markets are noted for
their role in value chain restructuring and the associated transformations of work
and employment. Inter-organizational electronic markets are used in processes of
vertical disintegration, geographic dispersion and specialization, and the lengthening
of supply chains towards independent contractors and portfolio workers (Hoque et
al. 2011; Flecker 2016). Online marketplaces and smartphone apps create markets
for ever smaller units of commodified and precarious labor, referred to as the ‘ondemand economy’ or the ‘gig economy’ (Bergvall-Kåreborn & Howcroft 2013;
Lehdonvirta 2016).
In the sociology of consumption, electronic markets are noted for their role in
changing consumption pratices and objects of consumption. Critical observers are
concerned that constantly available electronic markets, engineered to exploit
psychological weaknesses, contribute to hyperconsumption and the
commodification of childhood (Ritzer 2001, Grimes 2015). Celebratory accounts
posit that electronic markets empower consumers by eliminating gatekeepers and
enhancing consumers’ ability to seek information and collaborate (Lehdonvirta 2012;
Belk 2013). Other issues include the experiential and cultural aspects of online

marketplaces and the rise of virtual goods as a category of consumption (DenegriKnott & Molesworth 2012; Lehdonvirta, Wilska, & Johnson 2009).
Some electronic markets are blurring the boundaries between producers and
consumers. This has provoked debates about ‘prosumerism’, ‘crowdsourcing’ and
the ‘sharing economy’, in which commentators identify both exploitative and
empowering aspects and implications to wider society (Kleemann et al. 2008, Ritzer
& Jurgenson 2010). A key concern in this nascent area is how electronic markets
reconfigure the institutional underpinnings of an economy.
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