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Chose Case Study: eBay
[bookmark: _Toc124523470]Executive Summary 
This is a case study based on the internal and external environment analysis of eBay, a US-based ecommerce company. The assessment takes account of different tools of strategic management such as value chain management, PESTLE, SWOT, and Michael Porter’s Five Forces Analysis in order to carry out both external and internal analysis of the company. It was found that the company has witnessed significant challenge by the competitive threat posed by the rivals such as Amazon and Alibaba. However, the biggest strength of the company lies in its unique business model, something which it must stick with for further expansion in different geographic areas and adding more products and services in the portfolio. 
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[bookmark: _Toc124523472]Introduction to the Case Study 
eBay can be considered as one of the early movers in the ecommerce industry. As the case study suggests, the company had over 200 million buyers in different parts of the world in the year 2006. However, the number of active buyers has consistently reduced and in the current scenario, it is close to 138 million (Chevalier, 2022). A significant part of the company’s success shall be attributed to its business model which was ahead of its time. The governance and control of the company was from both inside and outside forces, thereby making it a highly reliable and transparent marketplace for people from all parts of the world. There was a great degree of assistance between buyers and sellers, thereby ensuring that the process of trade was swift. The company has also entered into corporate restructuring processes thereby taking over a wide range of enterprises and expanding its business operations. One of the challenges that the company had faced was the influx of a large number of domestic and international ecommerce companies which competed with eBay at different levels. However, the company continued having strategic partnership with American and multinational corporations with a view to operate smoothly and keep on expanding the services portfolio.

This case study assessment takes account of a comprehensive internal and external strategic management assessment of the company to evaluate what correct steps have been undertaken by the company and the areas in which it needs to improve in order to stay relevant in a highly competitive ecommerce environment. Furthermore, the study will take account of how the business model of the company has performed and the reasons for competitive advantage enjoyed by the organisation.  

[bookmark: _Toc124523473]Industry Analysis 
In this part of the analysis, industrial assessment shall be carried out. Even though the process of carrying out industrial analysis could be quite overwhelming, the assessment has been divided into four parts:

[bookmark: _Toc124523474]Largest Ecommerce Markets in the World
The total ecommerce sales in the current year are expected to reach $6 trillion, thereby making it one of the most significant segments in international trade and commerce (Gaubys, 2022). In the past couple of years, the overall relevance and popularity of the ecommerce sector has increased drastically. There are different reasons due to which the sector has witnessed outstanding growth. First, there has been a rapid increase in digitalisation and digital acceptance in emerging economies such as India and China which has driven ecommerce growth among a massive population. In addition to this, Covid-19 has further fuelled the overall growth that the sector has witnessed in the past few years. Here is the list of the largest ecommerce markets in the world:
[image: Chart showing: Ecommerce Sales by Country in 2022]
Figure 1.0: Largest Ecommerce Markets (Gaubys, 2022)
As explained by the above diagram, China leads the ecommerce sales at 1535 billion USD followed by the US, Japan, and Germany. Interestingly, India and Indonesia have also made to the top ten countries that have driven the ecommerce sales. This implies that the sector has thrived rapidly in both emerging and developed economies. 

[bookmark: _Toc124523475]Ecommerce Growth Rates
The sector has growth at consistent rates in the past few years. eBay and Amazon have been the market leaders and have enjoyed a critical position within the market. Even though the ecommerce sector has grown at a consistent pace throughout, it is anticipated that the industry will continue growing at around 12.30% CAGR in the next five-year period (Chevalier, 2022). This implies that by the end of the current decade, the total revenues of the sector would be close to the $10 trillion mark. Electronics and Fashion sub-sectors shall be responsible for the highest growth trends within the market. The user penetration rates will be close to 66% by the end of the five-year period. Hence, despite the tremendous growth that the sector has demonstrated in the past few years, it is expected that it will continue to be stellar and will be a critical factor in overall economic growth of the countries.  
[bookmark: _Toc124523476]Reasons for Ecommerce Growth
As mentioned before, automation and digitalisation along with the push received from the pandemic could be some of the most critical factors due to which the sector has demonstrated some unprecedented periods of growth. In addition to this, Kozon (2022) explains that better analysis of consumer behaviour, flexibility, and low advertising costs are some of the advantages offered by ecommerce sector due to which the growth has been rather substantial. The author further underlines that the buying process through ecommerce is simpler and there is better and improved availability of goods and services online. 

[bookmark: _Toc124523477]Latest Trends in Ecommerce Sector
In the past five years, there has been a number of changes in the sector which has resulted in consistent growth. The emergence of new marketing tools such as the adoption of metaverse has been one of the most critical aspects that the sector has witnessed. In addition to this, omnichannel marketing has also been a stimulant that has helped in expanding the overall reach of the sector on a whole. Milne (2022) explains that the trends would not die anytime soon and various other aspects such as buy now pay later, loyalty programs, and sales with metaverse shall be the most critical aspects that the sector is going to experience in the next few years. 

[bookmark: _Toc124523478]Key Success Factors for the Organisation 
As per the case study, the organisation’s strategic management processes and techniques have been the reason for its success. The company was one of the first enterprises to introduce an innovative pricing technique in ecommerce which is still the benchmark for the industry. This meant that the customers were able to bargain online in a similar manner that they would do in a regular marketplace. This was unheard of in an ecommerce setting. One of the biggest advantages of eBay is the fact that the company does not rely on fixed prices and inventories for carrying out a transaction. It purely depends on the interaction between a buyer and a seller and hence in a way it is a true marketplace. The company also came up with strategic partnership with brands such as Disney, Sun and GM. Very quickly they shaped the image of only auctioning collectibles which moved them into an array of upscale markets where the average sale price (ASP) is higher. ASP is a key metric in determining eBay’s transaction fees, so increasing the ASP became an important item (Sidorowich, 2022). The overall forward-looking outlook of the company could be deemed as one of the critical success factors and hence the company has been relevant even in the current scenario. 
[bookmark: _Toc124523479]Internal Analysis
In this part of the case study analysis, an internal assessment of the company will be carried out. In the previous part, a significant part of the study was limited to the external environment and industrial analysis. In this part, the entire study will be shifted to the organisational-specific assessment. 

[bookmark: _Toc124523480]Financial and Business Analysis 
Even though the company has been one of the innovators in ecommerce sector, there are a number of areas of concern as far as the financial performance is concerned. In this part, a comprehensive ratio analysis has been carried out in order to find out and analyse different business and financial aspects of the company:
[image: ]
Table 1.0: Financial Ratio Analysis of eBay (Macro Trends, 2022)

Starting with the liquidity analysis, the company has maintained a healthy stack of cash throughout the period. In all the years, the current ratio has been more than 1.50 mark, thereby implying that the organisation has enough cash to pay off the current liabilities. If the GP (Gross Profit) Ratio is taken into account, the company has demonstrated a steady GP rate of around 75% which could be considered fine for the size of the operations of the enterprise. The Net Profit Ratio is also fine but has been quite inconsistent thereby posing some challenge before the decision makers. One of the critical issues could be the ROE figures which have dwindled to 2.5% from 69% in 2020. 

The financial ratio analysis of the company has shown some signs of brilliance and sustainable performance of the company. At the same time, it has demonstrated some signs of worries as the figures are quite inconsistent. For instance, Return on Assets and Return on Investment have gone down drastically in the past couple of years, thereby meaning that there is a significant challenge as far as the industrial competition is concerned. The overall impact of the competitive rivalry on the long-term growth prospects of the enterprise shall be discussed in the later parts of the case study. The company needs to do something special in order to get back to the growth story that it had comprehended a decade ago.  

[bookmark: _Toc124523481]Value Chain Analysis 
As explained by Dudovskiy (2016), value chain analysis is one of the most critical strategic management tools used by the decision-makers in order to identify the business activities of an organisation that creates value and provides a competitive edge on the rivals to an enterprise. The following figure provides a brief about the value chain analysis of eBay:
[image: ]
Figure 2.0: Value Chain Analysis of eBay (Dudovskiy, 2016)
A brief explanation of the value chain activities of the company have been summarised as follows:
1. Primary Activities
The primary activities have been divided into inbound logistics and operations. Inbound logistics take account of the processes used by the company for acquiring and storing different raw materials and products. Fostering good relationship with the customers and suppliers is an integral part of the inbound logistics of the company. The full range of technologies and services offered by the enterprise are divided into Marketplace, StubHub and Classifieds (each of the concepts shall be discussed in the later parts of the study). 
2. Outbound Logistics
The company has a unique outbound logistics system wherein the sellers need to ship products directly to the customers and the company has to monitor and regulate the outbound logistics system in a consistent manner. Unlike most of its competitors, the company does not have a centralised outbound logistics system. 

The company has a helpline and support system which can be reached anytime by the customers or suppliers in case of any updates or other requirements. 


[bookmark: _Toc124523482]Resource and Competence Analysis 
As underlined by Nijssen and Frambach (2001), analysis of resources and competence of an organisation is a critical aspect of strategic management. Resources can be described as both tangible and intangible assets which a company has and something that provides a definitive edge over the rivals. As per the latest financial statements of the company, the enterprise has cash reserves of around $7000 million. The total assets of the company worth 26000 million USD and the size of total assets of the company have increased consistently over the years. The intangible assets are around 15% of the total assets. 

In regards to the core competence of the company, there are various factors due to which the company is still relevant. Even though controlled and centralised ecommerce systems have become popular, eBay has stuck to its core idea of having an open and regulated marketplace, something which has not changed over the years. The brand name has strengthened over the years and there are millions of buyers and sellers actively using the platform, irrespective of the number of alternatives which are still available in the market. The business model of the company that provides a chance to the customers and sellers to interact and transact freely could be considered as one of the biggest advantages due to which the company continues to stay relevant irrespective of the presence of a wide range of competitors and local and domestic ecommerce companies.   

[bookmark: _Toc124523483]External Analysis
After carrying out an internal analysis of the company by taking account of the financial and non-financial aspects of the business, this part shall take account of external environment analysis of the industry in which the enterprise operates. We have taken account of Five Forces Analysis, PESTEL Analysis and SWOT Analysis for carrying out the external assessment. 

[bookmark: _Toc124523484]Michael Porter’s Five Forces Analysis 
Michael Porter’s Five Forces Analysis is a popular and effective strategic management tool for measuring the level of competitive rivalry in an industry. One of the biggest challenges of carrying out a five forces analysis of eBay is the dynamic nature of the industry and the kinds of changes that the sector has witnessed in the past few years. The five forces analysis is further divided into:
[image: Porter's Five Forces: Definition & Examples | EdrawMind]
Figure 3.0: Michael Porter’s Five Forces Analysis
Each of the aspects of Porter’s Five Forces Analysis has been explained for eBay as follows:
1. Bargaining Power of Customers (Strong): There are multiple reasons for which the bargaining power of customers is a strong force in this context. As per Mitchell (2017), the entire business model of eBay is based on providing a significant bargaining power in the hands of the customers. With the increase in the number of local and international ecommerce players such as Amazon and Alibaba, customers have a diverse range of alternatives of ecommerce companies. The switching costs in the sector are largely negligible, there is a significant price sensitivity and the customers have access to high quality information through a simple Google search. Hence, the overall power in the hands of the customers is pretty strong. 
2. Bargaining Power of Suppliers (Moderate): There are different aspects which can make up the bargaining power of suppliers. First, the population of suppliers on eBay is limited, thereby making it a moderate bargaining power. In addition to that, the suppliers have a low forward integration, thereby making the entire bargaining power further weak. The delivery service providers are pretty low in number and hence the overall bargaining power in the hands of the suppliers is a moderate force (Mitchell, 2017). 
3. Threat of Substitutes (Moderate): There are different aspects that make up the overall threat of substitutes in an ecommerce setting. First, there is a large population of traditional stores (bricks and mortar), thereby making the threat of substitutes quite strong. In addition to this, the cost of substitution is quite moderate. Finally, performance to price ratio substitutes can be found by different alternatives, thereby making this point as a moderate force to reckon. 
4. Threat of New Entrants (Moderate): The cost of entry in the market is quite low and hence the overall threat of new entrants is quite strong force. However, there are high economies of scale and scope which means that a new entrant would not be able to earn profits immediately after entering in the market. The cost of brand development is another factor due to which the threat of new entrants is a moderate force. 
5. Competitive Rivalry (Strong): As mentioned before, there are a wide range of companies (both domestic and global) due to which the overall competitive rivalry in the sector is quite intense (Mitchell, 2017). There are low switching costs and differentiation in quality is also low. This all-combined results in a strong competitive rivalry.  

[bookmark: _Toc124523485]PESTLE Analysis 
The next aspect of the external analysis shall be the PESTLE Analysis. PESTLE is an acronym for Political, Economic, Social, Technological, Legal and Environmental assessment. This implies that almost all parts and aspects of external environment are covered by this tool. For eBay, carrying out PESTLE analysis can be quite difficult due to the fact that it operates in multiple locations. However, a generalised attempt has been made to cover all the aspects:

Political Analysis: There are multiple factors which can be related with the change in political viewpoints and its impact on eBay. First, the overall outlook of governments around the world towards internet privacy has become stricter than before (Frue, 2018). In the recent past, some of the biggest companies such as Meta have been accused of violating privacy policies which has miffed governments and decision-makers in different parts of the world. With the increased knowledge of how internet and data sharing works, governments have come up with stricter controls on ecommerce companies such as eBay. For instance, Frue (2018) mentions how selling of firearms has become impossible on eBay with tighter controls by the government. 

Economic Analysis: The sellers are located in almost all parts of the world. Even though there is a wide range of rivals that the company need to take into consideration, the supply by eBay sellers can be deemed unlimited. People can make healthy profits by selling goods on eBay. With improved financial conditions of potential customers in a post-Covid world, the overall sales on the platform are expected to increase. 

Social Analysis: The current environment is suited for entrepreneurship (Davies, 2022). From a societal perspective, one of the ways of starting a business is by selling goods and services online. As a reliable platform, eBay is preferred by thousands of people who wish to sell something in a safe manner. Sellers can treat eBay as a small business platform. 

Technological Analysis: The digital adoption rates throughout the world have been improving. As reported by Barquin et al., (2021), emerging economies have demonstrated high digital adoption rates and hence penetration and acceptance of ecommerce shall be better than ever. This overall improvement in automation and with AI mechanisms in place, it would be rather easier for companies such as eBay to expand its operations. 

Legal Analysis: There are a number of scams related with ecommerce companies and digital payments. In the US and in other emerging economies, online scammers have been able to steal millions of dollars by posing a wrong identity. Hence, there is often the talk about fixing the responsibility in regards to online sellers. 

Environmental Analysis: Online shopping is better for the environment. You don’t have to rev up your car and drive all over town for your products. Instead, they arrive safely to your door with a click of the mouse. With people becoming more environmentally and sustainably aware, it is rather imperative that the overall scope of ecommerce activities shall increase in the future. 

[bookmark: _Toc124523486]SWOT Analysis 
SWOT Analysis stands for the assessment of Strengths, Weaknesses, Opportunities, and Threats. It is a comprehensive strategic management tool used by decision-makers for carrying out internal environment analysis for a business. The summary of SWOT carried out for eBay is presented in the following table followed by a detailed analysis:
	Strengths

1. It is the biggest open internet marketplace in the world
2. The business model is unique and hence there is no direct competition
3. Company has achieved economies of scale
4. Localisation and payment systems are secure
5. The brand name is strong and reputed
	Weaknesses

1. The website charges high fees from the sellers
2. The growth strategy is largely missing, thereby resulting in declining active users throughout

	Opportunities

1. There is an increase in the number of online shoppers, especially in the emerging markets
2. Increase service and product portfolio through expansion
3. Increased entrepreneurship trends
	Threats

1. Online security and scams
2. Presence of regional low-cost retailers and ecommerce companies
3. Increasing competition from Amazon and Alibaba
4. Exchange Rate Risks



Here is a description of the SWOT Analysis:
Strengths: Even though the number of active users has consistently reduced, the company still enjoys around 138 million active buyers on the platform, thereby making it one of the most popular online platforms in the world. Hence, the overall market power enjoyed by the company is unmatched. The business model of the company is unique and even though the company has multiple local and international competitors, it does not have a direct rival. Furthermore, economies of scale enjoyed by the company is hard to match as it has experience of years and has served over 100 million customers in the past (Jurevicius, 2022). Since the business operates in more than 37 countries, it has a strong localisation advantage, something that most close rivals do not enjoy (Jurevicius, 2022). Since PayPal is its own payment system, the company has access to one of the biggest exchange and digital payment systems in the world, thereby making the entire process of online shopping and payments safe for the customers. 

Weaknesses: The company should be worried about the unsuccessful and dissatisfied sellers who have left the platform due to the high fees charged. In addition to this, the company has an abysmal record of growth generated in the past few years. Firm’s top management team is unsure whether eBay should become a retailer or to introduce new products and services and how to do that. There is an overall lack of clarity as to how the company should go ahead in managing high competition. 

Opportunities: There are multiple expansion opportunities due to the increased digital adoption in different parts of the world, especially in the emerging economies. The company must be looking to increase the product and service portfolio through expansion and corporate restructuring methods. Furthermore, the company should be looking forward to open more stores in different other countries. 

Threats: The existential threats of online security, regional low-cost retailers have affected overall growth of the number of active buyers which has reduced consistently in the past decade. In addition to this, the company has to faced a drastic increase in marketing and expansion by Amazon and Alibaba in the emerging and key markets across the world. The exchange rate considerations are also critical as the global market is rather fragile and currency conversion can take away a massive chunk of the total profits of the company. 

[bookmark: _Toc124523487]Strategies for Sustaining Competitive Advantage 
As it has been mentioned at a number of occasions in the case study analysis, eBay should be given enough credit as it is one of the first ecommerce companies that ensured that the concept is accepted and embraced by people in large. The company has been largely successful and at one time, the total active buyers went across 200 million. However, with a consistent change in the external environment and increased rivalry in the segment, the overall position of the company changed rapidly. 

In order to ensure that the competitive advantage of the company is maintained, the following strategies are suggested:
1. Understanding and sticking to the strategic priorities
As underlined by a recent report, one of the issues that the loyal eBay sellers and customers have is the fact that it has reinvented into a lite version of Amazon. The company has moved away from auctions, which was once the core competence of the business model. The company’s management needs to understand that the business model of eBay is different from Amazon or any other ecommerce company (domestic or otherwise). The real competition is between sellers. Even though convenience and service are important considerations of ecommerce operations, it is critical to understand that the ecommerce industry is quite price-sensitive. Hence, the customers will simply move to the ecommerce brands that provide the most competitive prices. 

In the past, there have been a number of controversies related with pricing mechanisms of auctions on eBay. However, the unique business model of the company is about the interaction between buyers and sellers on an open platform. Hence, it is advisable that the company does not try to imitate the business and operations models of other ecommerce companies but sticks to the model that has made it popular in different parts of the world. 

2. Having a proactive approach towards scams and frauds
The company aims at increasing the total sales by expanding in different markets around the world. It is critical that the organisation must address some of the roadblocks that can impact the overall growth and expansion of operations in newer markets. One of such challenges is to tackle the scams and frauds which are quite common. Since such scams are done online, it is difficult to address and locate the culprits. However, one of the reasons why Amazon and other online retailers have thrived in ecommerce segment is due to the centralised control on inventory and stocks. Even though an ecommerce company might not be directly held responsible for the frauds and scams, there is a massive responsibility in the hands of large brands. With segregation of PayPal and eBay, it is critical for the company to ensure that the overall process of digital payments and accounts identification is rather safe for the customers. 
3. Continuing with the expansion and corporate restructuring strategy
In the past couple of decades, the company has expanded to different countries with mergers and takeovers of small ecommerce companies. The success of eBay and future growth depends heavily on how effectively the company shall continue its expansion and corporate restructuring strategy. Since the enterprise needs to expand in new markets, having a restructuring-based plan is always advisable. The company needs to mark out the countries that have the highest potential for ecommerce, digitalisation and entrepreneurship growth. Countries such as India, Russia, Saudi Arabia and Southeast Asian countries have massive potential to become ecommerce hotspots in the future. It is imperative that the company takes account of these target nations, besides carrying out a comprehensive market research for further expansion. 
4. Adding new products and services in the portfolio
It is always critical for an ecommerce company like eBay to constantly expand the products offered. However, there should be a mechanism by which regulation of fake products could be carried out. Furthermore, new services such as digital payment and wallets can be added to the portfolio in order to make the entire experience of the customers and sellers better and safer. 
5. Automation, digitalisation, and improvement in customer experience
One of the latest innovations introduced by eBay is the image search by which a customer could search a specific part of an image or the entire product by simply clicking a picture or whilst browsing internet. For instance, if a customer likes a pair of shoes wore by a model in a picture, image search helps in locating similar products available on eBay. This is one of the ground-breaking technologies and can be a game changer in the entire ecommerce sector. Furthermore, this is an excellent opportunity for sellers to reach a larger population. For sellers who operate across a number of different marketplaces, this is an added bonus. For merchants who steadfastly remain loyal to eBay, however, it’s a far bigger deal.
6. Concentrating on StubHub’s expansion
After PayPal, one of the most profitable ventures by eBay is StubHub which could be a potentially cash cow for the company in the future. It is one of the fastest growing offerings of eBay and has the potential of ensuring a turnaround for the company. During the Covid-19 pandemic, there has been a significant impact on ticket sales as events across the globe were affected due to restrictions and lockdowns. However, with the restrictions easing across the world, the chances for expansion and increase in popularity of the company can be critical for generating additional revenues for eBay. 
7. Introduction of Buyer Protection and Money Back Guarantee
One of the reasons why a large number of ecommerce customers have migrated to Amazon is due to the buyer-friendly policies of ecommerce companies. eBay needs to ensure that similar protection is forwarded to the customers and a money back guarantee scheme should be introduced for adding a layer of protection to the existing customers. This will further solidify the image of the company as a buyer friendly platform. It will also help in addressing of seller frauds and other issues related with ecommerce buying and selling. 

[bookmark: _Toc124523488]Recommendations and Conclusion 
To conclude, this case study took account of a comprehensive internal and external environment assessment of eBay. There is no doubt that the company has been a market leader and created a niche by introducing an open and transparent marketplace for buyers and sellers on the cyberspace. This is perhaps the reason why the company has grown at unprecedented rates and expanded its operations in different parts of the world. However, it is also correct that the growth rate has turned into negative (in regards to the number of active buyers) and the overall competition faced by the company has increased with the massive size of Alibaba and Amazon. The case study analysis took account of some of the most popular methods of strategic management such as SWOT, PESTLE and Five Forces Analysis along with Value Chain Assessment to carry out external and internal analysis of business environment. 

It is highly recommended that the company concentrates on expanding its operations in South America, Southeast Asia and India. All the three markets have shown a massive promise in regards to ecommerce growth. Unlike China and the US, these markets are nowhere close to reaching a point of saturation. Furthermore, it is recommended that the company does not leave its core competence behind and does not try to recreate itself as an alternative to Amazon. It should be concentrating on expanding its reach to new products and when the portfolio of products increases, it will have the chance to lower down commission rates so that more sellers can join the platform. Buyer protection should also be considered as a top priority and the company must not leave any chance of tapping the entrepreneurship revolution going around in the world.  
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05343
12443

776267
228065
228065
296162
229173
102448
0.382
142629
255908
125854
315872
-3.8983
5.8613
78222
0.4865

2016-12-31

2307
04161
0.8502
78.447

25.0054

25.0054

323403

39.2665

78.1458
03899

15.7061

232304

69.1242

1227257

305489
403646

96955
0.8354

2015-12:31

34927
05065
10263

793878

255703

255703

335661

280028

200768
04839

13.8805
2629

296077

95,6757

10.9659

146116
55541

12323

2014-12:31

15134
0.254
03832
810808
281684
281684
359272
286121
05233
01948
1465
249147
43454
57277
19166
32418
16.2631
0.7337

2013-12:31

18422
01483
04744

819305
297202
297202
37713
314372
345888
0.199
06377

5723652

8741

15.3806
49822
74449
18.2743
0.8812

2012-12:31

19588
01644
02166

700398
20523
20523

29.0508

219159

18.5404
037%
12705

2872896

125042

232946
70373

10.4481

16.1244
0.4296




