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[bookmark: _Toc503542011]Executive summary
In the modern days the companies have started trading internationally. Globalization has helped in development of new technologies which has helped the organizations to trade smoothly across different countries around the globe. Trading in the international environment is not an easy task and the organizations face a lot of strategic challenges which are required to be overcome by the organization in order to ensure sustainability and growth in the markets in which it operates. This report critically analyses the significance of strategic management within the organizations in order to mitigate the challenges efficiently. The company chosen to understand specific topics in relation to the wider implications of strategic management decisions is ‘Alibaba group holding limited’. The report critically analyses the role of leadership, organizational culture, organizational structure, etc. within the company.In addition it also includes the requirement of continuous innovation and creativity within the organization in order to ensure profitability, growth and sustainability of the company. The report also includes a critical evaluation of the current position of the company with regards to the challenges that they face and the strategic options which help in development of competitive capability for leverage across the markets. It also includes the analysis of the business using various theories and analytical frameworks. The aim of this report is to analyse the importance of strategic management which helps in development of appropriate strategies and the ways in which the strategies are used efficiently within the organization to enhance the performance of the organization and ensure its sustainability in the market. 
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[bookmark: _Toc503542012]Introduction
It is evident that the evolution of latest technologies and equipment has helped the companies operating across the globe to offer improved and valuable products and services to the customers which are better than the previous versions. Alibaba being the largest retail company across the globe has also strategically implemented technologies in the digital age of business to ensure smooth functioning of the business. Simultaneously the company faces a lot of challenges in the modern business environment and overcomes them to ensure that they maintain their distinct position in the market (Hill, 2014). 
This report would give a vivid idea about current situation of  Alibaba Holdings and industry analysis of global e-commerce industry. It also critically analyses the critical challenges that organization faces in the today’s disruptive digital age of business along with the critical success factors in the global E-commerce industry with special reference to China. The report includes a vivid analysis of Current Competencies of Alibaba for sustainability of the organization and implementation of McKinsey’s Strategic Principle for competing in the digital age. It briefs the corporate strategy and differentiating strategy of the company for sustainability in the digital age along with the analysis of deficiencies and the inefficiencies of Alibaba compared to other global e-commerce players and the strategies can be adopted to improve the value management aspect of the company and overcome the inefficiencies in the digital age. It also highlights the Strategies suitable for  Alibaba to increase the customer’s value proposition for competitive advantage. 
[bookmark: _Toc503542013]Background Information of the Alibaba
Alibaba group holding limited is one of the most popular e-commerce, technology and retail conglomerate of China established in the year 1999 which offers business to business, business to business and consumer to consumer saes services with the help of web portals and electronic payment services.
Our Mission: the main mission of the company is to perform business anywhere easy.  The company also helps the businesses to modify the ways in which they sell, operate and market by offering technological infrastructure to them (Lin and Mehaffy, 2015).
Our Vision: the company strives to expand their services and products on order to become a necessity in the everyday lives of the customers. 
[bookmark: _Toc503542014]E-commerce industry analysis
The e-commerce industry in China is flourishing day by day. The people of China are busy with their routine jobs which limits the time for them to visit the shopping malls to purchase products or services. The e-commerce services provide an opportunity to the e-commerce industry to attract more and more customers easily. The current situation analysis of the e-commerce industry in China can be easily identified with the help of Porter’s five forces analysis as follows:
Bargaining power of the suppliers: there are a wide range of suppliers which offers the required finished products to the e-commerce companies like Alibaba. There are number of manufactures which aligns themselves to sell products through the online e-commerce companies and hence are likely to maintain good relationship with the company. This is a major advantage for Alibaba as they are able to offer the products of a large number of manufacturers through their e-commerce platform. Hence, the power of suppliers for the e-commerce industry in China is significantly low (Allred et. al, 2011). 
Bargaining power of the buyers: the buyers are those who purchase online products. The e-commerce industry of China is flooded with many strong players which offer a large number of options for the customers to choose the best option suitable for them. the customers tend to prefer the companies which offers a wide range of products from different manufacturers and other benefits such as stock availability, EMI options, cash on delivery, etc. As the e-commerce companies offer similar products at reasonable prices and good customer journey experience the bargaining power of the buyers is significantly high. As the switching cost is nominal the buyers can easily switch to other e-commerce companies which are major disadvantage for Alibaba. If the customers switch from Alibaba to other companies they would lose customers which would directly have adverse impact on the rate of sales of products and services of the company.
[bookmark: _GoBack]Threat of new entrants:threat from the new entrants is significantly high in China. The government supports the development of new companies within the country in order to increase its GDP. Operating within the e-commerce industry is easy as there are very less requirements such as minimal infrastructure for the company, simple tie ups with the suppliers and tie ups with provider of online payment services. Hence, there is a high chance of new companies operating within the organization. This is a major threat for Alibaba on account of the rising level of competition (Peppard and Ward, 2016). This is a threat as Alibaba might lose their exiting market share to the new entrants. This might led to Alibaba losing distinct position in China.  
Threat of substitute goods: the alternative products and services offered by different e-commerce companies are almost similar. Alibaba ensures that they build strong relationship with their customers so that they remain aligned towards the company rather than looking for a different alternative good. On the other hand, the substitute for online industry is physical stores. However, it is likely that the people would prefer buying the products online as it is less time consuming and convenient for the buyers to purchase products online (Luo et. al, 2011). 
Competitive rivalry: there are a large number of e-commerce companies operating in China and they offer a tough competition to Alibaba. Some of the competitors of Alibaba operating in China are Tencent, Baidu, JD.com, Netease, etc. Hence, the company is required to constantly fight with the giant competitors to remain in their position and outperform the competitors’ efficiently. Else they might incur a loss and might loose their current rank to the competitors. 
[bookmark: _Toc503542015]Analysis of the critical challenges that organization faces in the today’s disruptive digital age of business
The organizations face a number of critical challenges are today’s disruptive digital age of business. The e-commerce companies are entirely dependent on implementation of advanced technologies within the companies. Some of the critical challenges faced by Alibaba in this disruptive digital age of business are as follows:
· Technologies help in storing a large amount of information which can be refereed to whenever and wherever required by the company. The technologies have also ensured that no redundant or wrong data is stored which would lead to development of wrong results. The manual process has become obsolete and the processes are replaced by latest technologies. However, the major challenge faced by the company is the acceptance of the new work environment and working with new technologies by the employees. It is evident that the employees offer resistance towards implementation of new technologies as they are not accustomed to working with new technologies or equipment. Hence, the management of Alibaba face a critical challenge of bringing the employees together and ensuring that they accept the changes within the company for improved performance (Hitt, 2011). 
· The other challenge faced by the company is huge investment towards implementation of new technologies within the company. the advanced and latest technologies available in the market which helps in increasing the productivity and performance of the company is highly expensive. The company faces a difficult challenge towards ensuring that they have adequate financial capability to purchase and implement the latest technologies within the company (Wheelenand Hunger, 2011). 
· The company has a large database which helps the organization to save and store a large amount of information about the customers including their personal details so that they can be easily contacted by the company. However, there is an increased threat pertaining to storage of data or confidential information. The data stored on databases can be easily hacked by the hackers and used for making online transactions which would be harmful for the customers. Hence the company is required to ensure that only the authorised personnel are able to access the data or information pertaining to the individuals of the customers. Hence the company is also required spend a huge amount of money for protecting the personal information of the customers stored on the database of the company (David and David, 2015). The investment on protecting the data and information of the customers involves huge expenditure and hence appropriate strategies are required to be adopted to control the expenses efficiently.
· It is evident that the employees of the company are unable to easily understand the new technologies or processes implemented within the organization. Each of the employees have different training needs and skills to grasp the new working environment. Hence the company is required ensure that they provide adequate training to the individuals so that they are able to work efficiently within the changed working environment. 
[bookmark: _Toc503542016]Analysis of the critical success factors in the global E-commerce industry with special reference to China
Alibaba is considered to be among the key giants in the global e commerce industry market. Most of the business operations and activities of Alibaba is seen to be concentrated within the e commerce industry market of China which is the source of the high revenues and profit margins for the respective organizations. Now considering the e commerce industry market of China there exist some specific critical success factors (CSF) that contributes to the growth and development of Alibaba in Chinese e commerce industry market (Zhang, 2017). The analysis of the critical success factors have been discussed in details in the following sections of the report;
· One of the key specific success factors of Alibaba in Chinese e commerce industry market includes the highly recognized brand image and identity in the respective industry. The high reputation and recognition of the organization helps Alibaba in achieving or accomplishing high growth and development through extensive sales and profitability. The reputation and recognition of the respective organization can also be said to be attributed towards the employment opportunities created in the respective industry market. The organization of Alibaba is one of the largest recruiters in Chinese market which helps the achievement of highly recognized brand image in the respective industry market. 
· The unique business model is another critical success factor of Alibaba in the Chinese e commerce industry market. Alibaba brings different sportswear brands together in one platform. The reputed brands offer superior quality of products and the good relationship with Alibaba ensures that they provide adequate discounts on the products sold by the manufacturers through Alibaba. The overall services offered by the e commerce platform for individuals and small enterprises and offering diversified choices of consumption at cheaper prices for the customers makes it unique from that of the competitors. This helps Alibaba in creation of a complete and well developed e commerce ecosystem triggering higher growth and development in the respective market.
· The unique profit model of Alibaba is also among the core critical success factos for the organization. The organization is enabling to achieve high profits and revenues through advertisements and specific keyword biddings. This is seen to be representing over 57 percent of profits generated for Alibaba. In addition the model of Alibaba also helped inb cultivating the habit of online transactions among the customers or buyers in China. The Large number of sellers in the platform helps Alibaba in attracting significantly larger customer base and numbers. 
· In addition the accurate and reliable credit model also helps the organization of Alibaba in development of highly trustworthy customer reputation. The sellers on the e commerce platform must undergo a specific test of online certification so that their identities can be verified (Kian Chong, 2011). This helps the organization in reducing the issues if illegal transactions and offers better security and legitimacy to both customers as well as sellers. In addition the highly secured payment gateway of Alipay also encourages the customers to make online transactions that contribute to business growth and success of Alibaba in the Chinese e commerce industry market.
· The enhanced and improve d customer services and support are also among the major critical success factors for Alibaba in the Chinese e commerce industry market. The support and services offered by Alibaba helps the customers in maintaining the positive communication with the concerned sellers. Some of this specific support and services includes the online business seller trainings’ introducing of coding systems fir managing larger stores number in the e commerce platform along with facilitating the self communication tool for better exchange if communication among buyers and sellers and with reimbursement of products with specific refunds that are completed within the span of seven days. This effectively promotes higher transactions among the customers or buyers. 
[bookmark: _Toc503542017]Current Competencies of Alibaba for sustainability of the organization
Core competencies are referred to as the differentiated capabilities of an organization which enables the organization to develop competitive advantages and to outperform the competitors thereby achieving a distinct position in the market. Some of the current competencies of Alibaba for sustainability of the organization has been elaborately explained as follows;
Organizational structure and culture
The company follows a flat organizational structure. Flat organizational structure means that the company has a less or limited number of levels between the top level management and the lower level employees. This makes information flow quite effective and the employees are required to report to just a single manager as well as they have the power to take certain decisions within the company. This is one of the major strengths of the company which ensures good performance of the employees as well as the organization. The flat organizational structure ensures that the management encourages the employees to take part in the decision making process. The management encourages the employees to offer suggestions and opinions regarding the issues and topics related to the growth and performance of the company. The opinions of the employees are valued and taken into consideration before making a final decision. This helps Alibaba to keep the employees highly satisfied and happy with the organization. They remain align towards the company for a long period of time rather than looking for other companies to work for. This helps in retaining the experienced and skilled employees of the company within the organization thereby helping in increasing the productivity and performance of the company efficiently (Peteraf et. al, 2015). 
The organizations offer a friendly and appropriate working culture within the organization. The management ensures that the conflicts are immediately resolved as they evolve to ensure smooth working of the business. The management also offers adequate compensation and benefits to the employees along with a clean and hygienic working environment to ensure that the employees work with more and more efforts within the company and improve their performance as well as the performance of the organization as a whole. 
Leadership 
The managers of Alibaba focus on adopting transformational leadership style. This ensures that the managers do not command or direct the employees but guide them efficiently to achieve the aims and objectives of the company. The supervisors or the leaders of the company have adequate knowledge about the business process and also the capability to handle critical situations efficiently. This ensures that they help the employees to overcome challenges and resolve their doubts. This keeps the employees highly motivated and they feel free to approach the managers for solutions or suggestions for achieving the objectives of the company more efficiently. The managers help the employees to take up responsibilities and develop managerial skills which keep them satisfied and happy within the organization. The help that the employees get from the manages to advance in their career helps them to remain satisfied and happy within the organization for a long period of time (Bettis et. al, 2016). 
Innovation and creativity
Alibaba has been successful in achieving a significant position in the market owing the constant innovation and creativity process that they follow (South China Morning Post, 2018). The company implements new innovative ways and methods to provide a superior experience to the customers. They ensure that the needs and demands of the customers are efficiently. The company conducts adequate market research to understand the needs and requirements of the customers and then develop services to deliver products to the customers in a hassle free manner. For instance, the company has an effective return policy wherein the customers are able to exchange the products purchased by the customers if they are not satisfied with the product. The company also ensures that they have a quick, fast and easy payment options so that the customers are able to make payments according to their preferences (Rothaermel, 2015).
Corporate social responsibility
Alibaba implements appropriate strategies for wellbeing of the society as well as protecting the environment from adverse impacts of business processes. The company has a superior supply chain management and they ensure that they are able to curb the carbon footprints on the environment on account of the transportation of products and services to and from the company. This helps in ensuring that the level of pollution created by the company is limited thereby reducing adverse impacts on the environment (Wheelenand Hunger, 2017). 
Technology 
The company focuses on purchasing and implementing large number of technologies which helps in improving the business processes efficiently. Implementation of technology helps in improving the productivity and performance of the company and making it distinct from its competitors on account of the superior quality of services offered by the company to their customers (Barney, 2014). 
[bookmark: _Toc503542018]Implementation of McKinsey’s Strategic Principle for competing in the digital age
In the context of the e commerce industry market in which the business organization operates their business, digitization is seen to be effectively rewriting the different rules and structure of the competition, with leaving the incumbent companies at high risks of being leaving with a disadvantage in the respective market place (Hirt, 2014). The implementation of the McKinsey’s strategic principles can be said to largely benefit the organization of Alibaba in the context of effectively competing in the digital age of business and activities and achieve a steady growth and competitive advantage in the concerned market of their business activities and operations.  The overall implementation of the strategic principles in relation to sustaining the competitive advantage in the respective market has been discussed in details as below;
· It is required for Alibaba to be well aware of the fact that the use of digital technologies can help the business in creation of high transparency that can help in proper comparison of the service levels, prices as well as product performance. Thus this specific dynamic s can be effectively used by the organization for the purpose of commoditization of the services and products as specific demands and expectations of the consumers or customers in the digital age. In addition to compete with other e commerce giants in the digital age, there is also need for the organization to be focused upon the changing dynamics on the price margins. There is need for the business to be critically aware about the strategies implemented by other organizations in regards to simplification of product purchases and adapt to suitable strategies for better customer convenience. 
· To compete in the digital age of e commerce business, there is a need for the organization of Alibaba to be highly cautious regarding the emergence of new market competitors unexpectedly and randomly. The advancements in the fields of digital technology has resulted in the new market entrants having the opportunity of setting up e commerce businesses without the need of proper distribution networks or local agents and offices. Rather these new market entrants enjoy the opportunity of effectively competing by data mining in the risks, the preferences and incomes of the respective customers or buyers in the market (Gulati, 2015). Therefore there is a need for the organization of Alibaba to make use of their available digital dynamics and resources for undermining the entry barriers for newer business in the e commerce industry market. This can be achieved through a high level of service and product differentiation, advanced e commerce platforms, competitive prices that cannot be imitated by the new entrants into the e commerce industry market. In addition, the organization must also ensure that the digital platform is also properly utilized for strengthening of the brand image or identity which can help in nullifying the future threats from newer entrants to the e commerce industry market.
· IN the context of e commerce industry market, the digital businesses have the capability of reducing the labour and transaction costs or expenses thereby, increasing the overall returns for scaling the aggregated data, and enjoying the increased quality in terms of intellectual property and digital talent through effective networks. Therefore for sustaining their business growth and development in the digital age of business, there is a high need for the organization of Alibaba to be focused upon to reduce the overall overhead costs or expenses and business and focus up0n fostering of high growth and sustainability in the future years. In addition keeping the overall competition in the e commerce industry in mind, there is also a need for the organization of Alibaba to acquire or attract the best digital talents from the respective industry so that proper responses can be made to changes or disruptions in the future digital technologies for better business growth, success and development. 
· The sustainability of the organization of Alibaba in the digital age of business is also widely dependent upon the emergence of new and advanced business models so as to offer better and improved facilities and services for the customers. In this regards, there is a high need for the business organization of Alibaba to integrate the latest digital technologies in their respective e commerce models so as to deliver better and improved services and values to the customers or consumers in the concerned market. Thus the organization needs to keep a close watch over their competitor technologies and respond with correct strategies and measures for sustaining the market competition. 
[bookmark: _Toc503542019]Alibaba’s strategy using Ansoff matrix for sustainability in the digital age
The relative position of an organization within an industry determines the profitability of the organization. In order to increase the revenue or profitability of the company, the management can implement appropriate ways of competing and ensure that they outperform their competitors. Ansoff’s matrix framework provides appropriate idea to the management of an organization to implement the strategies which can help in increasing the profitability of a company. Ansoff matrix offers four different strategies which can be used to increase the sales of the company and profitability (Barney, 2014). Alibaba which is the largest e-commerce company across the globe is able to sustain in the highly competitive industry by implementing the strategies as follows:
Diversification: this is the marketing strategy in which the company offers new products in entirely new markets (Peppardand Ward, 2016). Alibaba group has a diversified business and they operate in different sectors. This ensures that if the company faces a loss in one sector they would be able to make up the loss by the profits gained from other sectors. The process of innovation and creativity helps Alibaba to offer new and innovative products to the customers in new markets whose needs are required to be met. The company contacts different manufacturer of gods across the globe to ensure that they have new and latest products to offer in the new markets and fulfilling the unmet needs of the customers. Though this strategy is highly risky it has offered immense profitability to the company.  The company can use its existing marketing strategies to attract the new customers towards the company. 
Market development: this is a less risky strategy wherein the company offers their existing products into the new markets. Alibaba operates in 20 different countries and focuses on expanding their business to other markets so that they are able to attract new customers towards the company thereby increasing the revenue and profitability of the company immensely. The company is able to offer their existing products in fresh and new customers in other markets when the domestic market in which they operate reaches saturation and growth cannot be enhanced any further (Hill et. al, 2014). 
The growth strategies mentioned above would help the company to grow and enhance their profitability to great extent. 
[bookmark: _Toc503542020]Analysis of the deficiencies and the inefficiencies of Alibaba compared to other global e-commerce players
In the context of their business activities and operations in the e commerce industry market, the organization of Alibaba is faced with some high market competition or rivalry. One of the core competitors or Alibaba is said to be Amazon, one of the global e commerce giants with highly valued brand name and recognition. The overall comparison of Alibaba with that of Amazon has been discussed in details as below;
Business Models 
When comparing the business models, Alibaba and Amazon are seen to be having different business models. The business model of Amazon effectively encompasses the direct selling of products and goods. A specific percentage of the respective products are seen to be offered to customers or buyers through the online storefront of Amazon with little mark up with the inventory being kept in the large warehouses networks. Most of the customers or buyers are seen to be visiting the website of Amazon with the assumption that the products are offered competitive prices with ready availability for shipping and purchases. In addition to direct selling, Amazon also offers a specific platform for the retailers for selling of their products to the respective buyers. The products or goods that are sold via partner retailers of Amazon are rare items with high purchase prices that allow the organization to avoid slow moving inventories (Amazon and Alibaba, 2016). Although the organization does not ask for access fee from retailers, some profits are seen to be retained by the organization. 
The overall e commerce market of China is seen to be dominated by Alibaba. The organization is seen to be operating through a combination of unique business models. However the model is seen to resemble that of the e Bay. This business model helps the organization to act as specific middleman among the sellers and buyers online, thereby facilitating the selling of goods and products among the concerned parties via extensive website networks. The largest site if Alibaba that is Toabao, is seen to be operate from the perspective of a much free marketplace which does not obtain fess from the buyers and sellers for completion of specific transactions. In addition, to the e commerce sites, Alibaba are also seen to be emerging as a core competitor is regards to the specific financial system of China. 
Geographic Focus
The overall geographic focus of both Amazon and Alibaba are quite different from one another (Hänninen, 2017). The business activities of Alibaba and their primary money is seen to be generated mostly from their business operations within the context of the e commerce industry market of China. However, on the other hand Amazon is seen to be having a higher geographic focus that most constitutes the US market as well as other markets across the globe. However, there is a constant threat for Amazon regarding the entry of Alibaba to the US markets. In this context 84 percent of the business transactions of Alibaba is mostly concentrated in the Chinese market while the remaining 16 percent is seen to be constituting the global market. On the other when analyzing the geographic focus of Amazon, nearly 60 percent of the transactions and selling is concentrated in the US market while the remaining 40 percent constitutes their global market operations and activities. This showcases the greater geographic focus of Amazon in the global e commerce industry market than Alibaba. 
[image: ]
Fig: Global or Geographic Focus of Alibaba and Amazon (source: ecommercefuel.com)
Profit Margins
While comparing and contrasting the overall profit margins of the e commerce giants of Alibaba and Amazon a significant difference in the profit margins can be effectively noted and identified. The overall profit margin for Alibaba is seen to be higher when compared to that of Amazon. Unlike that of Amazon, Alibaba is seen to be offering a specific web platform enabling the selling or exchange of goods and products rather than selling products and services themselves. On the other hands Amazon focuses upon direct selling to the consumers which makes it necessary in dealing with the much expensive and complex physical aspects that mainly includes the building of warehouses, transportations and distribution networks and others thereby minimizing the overall profit margins when compared to that of Alibaba. 
[bookmark: _Toc503542021]Strategy for facilitating the enhancement of customer value and services
In regards to their business activities and operations in the  e commerce industry market, there is a high need for the organization of Alibaba to focus upon improving the customer services and values. This can be done by effectively identification of the service gaps, which can be obtained through implementing the GAP service model as discussed below;
[image: Image result for GAP model]
                                Fig: GAP Service Model (source: mindtools.com)
Some of the specific service gaps for the organization of Alibaba in the e commerce industry market has been discussed in details in the following sections of the report;
Gap 1:
The gap arises owing to the differences among the customer expectations or demands and the perspective of the organization in regards to customer expectations. Thus to ensure better customer services and values, there is a need for the organization to effectively identify and analyze the demands and preferences of the customers or buyers in the market through proper market surveys and analysis (Barrett, 2015). This can help in identification of actual customer requirements and fulfilling them with improved values, support and services.
Gap 2: 
As identified from the above figure this specific gap is set to arise on grounds of actual customer experiences and the perspective of the respective management regarding the customer experiences. This gap be mitigated by the organization of Alibaba in future years through effectively ensuring that the customer services or support are significantly precise in delivery of the specific promise and standards of the respective brand image and identity.
Gap 3:
The gap is seen to be arising owing to the differences that merely exist between the delivering of proper experiences to customers or buyers and the experiences specifications. In this regards, the overall purposes of addressing the overall gap, the business can focus upon auditing their current customer knowledge and experiences. This can largely benefit the organization of Alibaba to offer the high customer support or experiences levels which can help in proper correlation and matching of the expected customer specifications and the specific customer service quality levels. 
Gap 4: 
As identified from the above figure, the specific gap is generated due to the existing differences or dissimilarities considering the delivering or providing of the experiences of the customers or buyers with that which is seen to be communicated as well as marketed to the concerned customer segments in the e commerce industry market. In order to mitigate the occurrence of this specific gap and problem, Alibaba must refrain or abstain from exaggerating the different products and services offerings along with promoting and marketing them through delivering of precise information and data which can  negatively harm the perceptions of the customers or buyers.
Gap 5:
This specific gap as identified from the figure is seen to be arising owing to the differences among the customer perceptions and the actual customer experiences that are actually delivered by the organization (Ashman, 2015). To address this specific gap the organization must initiate the different transactional surveys or research and analysis in a specific and well defined schedule once services or support and facilitates are offered to respective buyers in order to assess the perceptions of buyers and customers considering the delivery of experiences and services. 





[bookmark: _Toc503542022]Financial Analysis of Alibaba:

In this section a comprehensive financial analysis of Alibaba Holdings Limited has been done by evaluating the sales, profitability and other key ratios of the company which would able to provide a holistic analysis of the financial performance of the company:
Revenue:
It is observed from the annual report of the Alibaba Group Holding limited that the company’s revenue has growth from 76206 million RMB in 2015 to 101143million RMB in 2016. So it is pertinent from the sales growth that the company’s sale has tremendously increased on year to year basis in the past 1 year by almost 32.72%. Even it is observed that the sales of the company has growth from 5250 million RMB in 2014 to almost 76204 million RMB in 2015. Therefore from the sales trajectory of the company, it is estimated that the company has enabled to increase sales substantially which indicate that the company has been good at strategies which  is giving the good result for a well crafted growth strategy. 
	 
	2014
	2015
	2016

	Revenue (in RMB million)
	52504
	76204
	101143




Growth in Net profit:
It is observed from the annual report of the company that the net profit of the company has grown from 24149 million  RMB in 2015 to 71460 million RMB in 2016. So it can be analysed that the Alibaba has enabled to use the resource extremely efficiently which has enabled the company to generate such a high profitability in 2016. It is also evident that the company net profitability has grown exorbitantly from 23076 million RMB in 2014 to 71460 million RMB in 2016 which is almost a 209% growth in net profitability over a period of 3 years
 
	 
	2014
	2015
	2016

	Net profit (in RMB million)
	23076
	24149
	71460




Net profit margin:
Net profit margin is the ratio which depict the percentage of profit that the company could able to generate from the sales that has been generated by the company. The values and teh calculation of net profit margin of the company has been depicted below:
	Net Profit margin = (Net profit/ Sales)*100

	 
	2014
	2015
	2016

	Revenue (in RMB million)
	52504
	76204
	101143

	Net profit (in RMB million)
	23076
	24149
	71460

	Net Profit margin(in %)
	43.95
	31.69
	70.65




[bookmark: _Toc503542023]It is evident from the above values of net profit margin of Alibaba that the company has been able to provide a immensely decent net profit margin of 7-.65% in 2016 as compared to 31.69% in 2015 and 43.95%. This indicate that the company able to utilize the resource extremely efficiently and being a digital business it does not have high cost of sales. So it is evaluated that the company would be able to create benchmark if the performance continues like this in future. 
Fixed Asset Utilization:
In order to evaluate the efficiency of the firm, fixed asset turnover ratio  has been considered for the analyzing the efficiency of the firm to generate revenue from the asset level it possess. The values of the asset utilization has been determined from the financial data published in the different financial statements of Alibaba group Holdings Limited.
	Asset Turnover = (Net profit/ Total Non Current Assets 

	 
	2015
	2016

	Total Fixed Assets or Non-current Assets (in RMB million)
	113325
	230470

	Net profit (in RMB million)
	24149
	71460

	Asset Turnover 
	0.21
	0.31



It is evaluated from the calculation of the asset turnover ratio that the company performance to generate revenue has increased from 0.21 in 2015 to 0.31 in 2016. In spite of increase in fixed asset level , the company has enabled to generate a high asset turnover which indicate that that company has been successful in generating sales and at the same time it is increasing its total assets. 
Conclusion:
The report provides a vivid idea regarding the various aspects of strategic management in the digital age. It gives a clear idea to the readers regarding the ways in which appropriate implementation of strategies can help in increasing the profitability and growth of the company. It also provides theoretical as well as practical knowledge about various frameworks like porter’s five forces analysis, ansoff’s matrix, etc.  
[bookmark: _Toc503542024]Recommendation
The company is required to ensure that they analyse the market in which it operates in an efficient manner. This would help the company to understand the trends in the market and develop appropriate strategies to ensure growth and sustain in the highly competitive and challenging environment. The management should ensure that they implement the strategies efficiently to achieve the desired outcomes. 
Alibaba should strengthen its market research activities to make sure that the management is able to understand the expectations of the customers and deliver products accordingly. This strategy would help the company to mitigate the gap between the quality of services expected by the customers and the quality of services offered by the company. 
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Figure: Income Statement of Alibaba of 2014, 2015 and 2016
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Figure: Balance Sheet of Alibaba Group Holdings Limited for 2015 and 2016

Net Profit Margin (in %)
2014	2015	2016	43.950937071461205	31.689937536087339	70.652442581295773	Revenue (in RMB million)
2014	2015	2016	52504	76204	101143	image4.png
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