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Introduction

“The nature and degree of competition in an industry hinge on five forces; the threat of new entrants, the bargaining power of customers, the bargaining power of suppliers, the threat of substitute products or suppliers (where applicable), and the jockeying among current contestants.” [1]

As implied above, Porter’s Five Forces is an useful technique which is used as a tool to analyse the competition of a business. Each force is tailored to specific parts of the business and is commonly used to help the business succeed.

In this exposé, I will discuss how Porter’s Five Forces fit into the business strategy of the popular internet selling platform, eBay.

“eBay is one of the dominant players in the global e-commerce market. While its marketplace segment is currently facing headwinds, we expect long-term growth in this segment owing to eBay’s strong market position.” [2]

eBay is one of, if not the, largest online auction websites in the world. And as the age of technology continues to expand and more people from children to the elderly are using computers and smartphones, eBay continues to grow. The international platform allows anyone to sell almost anything, from old toys to brand new supercars, if you can’t find something on the high street, there’s almost a guarantee that it will be on eBay. If you decide to sell on eBay, they will take a cut of the amount that you sell the item for.

“Today, eBay is a multi-billion-dollar business with operations in about 30 countries.” [3]


Threat of New Entrants

New products hitting the shelves is something that eBay thrives off. Take the Fidget Spinner for example, it was one of the largest trends 2017 and became a huge fad in the market. There wasn’t a shop you could go into that didn’t have at least one variety of fidget spinner.  As shown in the graph below, the amount of searches for the term ‘Fidget Spinner’ on Google soared during the summer of 2017. This caused the amount sold on eBay to skyrocket therefore giving the company more profit[image: ]Fig 1


“As of today, there are 65,234 results on eBay when you use the search term ‘Fidget Spinner’”[4]

As stated above, the fad is somewhat still alive, albeit less popular as stated below. As you can see, the popularity of a trend, as shown in the graph, is directly related to the two figures stated above and below. As the amount of searches declined, the amount of listings on eBay also declined.

“As of the 28th May 2017, there were 573,502 results on eBay when you searched the term ‘Fidget Spinner’” [5]


Bargaining Power of Customers

As eBay doesn’t directly sell to their customers, it is not up to them what kind of products are being listed up on their website. If there is a product that is in high demand, there may not be enough listings on eBay for that product. In some cases, large companies will sell on eBay to try and get a broader range. These companies include Currys - PC World, Argos and many more. This decreases the need for independent sellers to sell these products which eases the pressure put on the platform.

“Customers can choose from a wide range of offline as well as online players. A large number of companies have entered the e-commerce space with relatively niche product offerings.” [6]

As stated above, customers can go elsewhere for their products, either online or into a shop. This causes some problems for eBay, if there is another company selling the same product for a cheaper price, the customer would go there, and because eBay doesn’t set their prices, they have no control on how to get customers to buy off their website.

Bargaining Power of Suppliers

“Tens of millions of sellers list their products on eBay marketplaces; hence their individual bargaining power is limited. However, sellers can also list their products on multiple platforms and sites, including Amazon, Etsy.com and various international e-commerce sites. Hence, if eBay introduces policy and pricing changes that are unsatisfactory to sellers, then it could result in lower number of product listings on its marketplace.”

Individual sellers on eBay can choose where to list their item and at what price. Therefore if they list their product on a different website, possibly for a cheaper price, eBay loses out on a customer. This gives the suppliers complete control of the website so that if all the sellers were to decide to not sell on eBay, then eBay would not make any money. Fortunately for eBay, this scenario is very unlikely to happen.

Threat of Substitution

“eBay sells a vast range of products on its platform and hence there is no real threat from this porter five force. Further, the product range continues to expand and eBay can easily introduce several different types of products to adapt to changing customer trends.” [7]

Because eBay sells near to everything, substitution of products will not affect them as the new products will just replace the old ones. It’s the substitution the service that they offer that would affect them. But because eBay is such a large company and one of the biggest internet shopping websites in the world, the service they offer is unlikely to be replaced. One way in which the service may be substituted is if another large company, either online or offline, were to introduce a service which is similar to eBay and that becomes more popular than eBay. Other companies have tried and some have failed to do this which shows how big of a powerhouse eBay is on the internet.

Extent of Rivalry between Competitors

“eBay faces competition in its marketplaces segment from both offline and online players. Customers can buy products from a wide range of retailers, distributors, auctioneers, directories, search engines, etc and hence the competition is intense. Various factors such as price, product selection and services influence the purchasing decision of customers. E-commerce companies frequently engage in price-based competition to woo buyers, which limits their ability to raise prices.” [8]
Like in most cases, eBay is not the only online shopping website, the main one being Amazon. Amazon is known mostly for it’s cheap prices of new products, something eBay is unable to guarantee. Amazon is also known for its ‘Amazon Prime’ subscription service, which includes next-day delivery and a film and TV streaming service. eBay cannot offer a next-day delivery service because they themselves do not distribute the products, only act as a ‘middleman’. eBay could offer a streaming service, but that causes them to enter another market entirely, a market dominated by Netflix and Amazon Prime Video in the UK.
eBay also suffers competition from the offline market, most products eBay offer can also be found on the high street of large towns and cities such as Swansea and London. The advantage they have over these shops however, is price. If you see something on the high street, it is more than likely cheaper on eBay, and possibly in more varieties such as different colour or sizes.
Conclusion
In conclusion, eBay is a giant in this technological age. It is gaining momentum by the day and has more users than ever. I agree that Porter’s Five Forces have helped eBay become the juggernaut it is today by creating a strategy for the company to guide it to international success. I cannot see eBay going away from the market anytime soon as it is one of the largest suppliers the world has ever seen.
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[Fig 1] Google, 2018, Google Trends: fidget spinner, Available at https://trends.google.com/trends/explore?q=fidget%20spinner [Accessed on 23 February 2018]
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