
 

©2013. Cogent Company. All Rights Reserved. 

E-Comm e r ce & Onlin e  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

E-commerce & Online Marketplace Report 2013 

 
 
 
 
 
 

 

2  About this Industry 
2 Industry Definition 

2 Main Activities 

2 Similar Industries 

3 Additional Resources 

 

4  Industry at a Glance 

 

5  Industry Performance 

5 Executive Summary 

5 Key External Drivers 

6 Current Performance 

9 Industry Outlook 

11 Industry Life Cycle 

 

13  Products & Markets 

13 Supply Chain 

13 Products & Services 

14 Demand Determinants 

15 Major Markets 

16 International Trade 
17 Business Locations 

 

19  Competitive Landscape 

19 Market Share Concentration 

19 Key Success Factors 

19 Cost Structure Benchmarks 

21 Basis of Competition 

22 Barriers to Entry 

22 Industry Globalization 
 

23  Major Companies 

23 Amazon.com Inc. 

24 eBay Inc. 

 

27  Operating Conditions 

27 Capital Intensity 

28 Technology & Systems 

28 Revenue Volatility 

29 Regulation & Policy 

29 Industry Assistance 
 

30  Key Statistics 

30 Industry Data 

30 Annual Change 

30 Key Ratios 



 

©2013. Cogent Company. All Rights Reserved. 

%
ch

a
n

g
e
 

%
 

$110.5bn 2.7% 1.9% 

$7.5bn $7.4bn 162,884 
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Market Share 

Amazon.com Inc. 
38.8% 

eBay  Inc. 7.8% 
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Key External Drivers 
Percentage of services  
conducted online 

External competition 

Consum er  
sentiment index 
Per capita disposa ble  
income 
Number of broadband  
connections 

p.  23 
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Products and services segmentation (2013) 

4.5% 
Food, beverages 

O f fi c e  equipment and pet food 
and supplies 

6.5% 
Medicatio n 

and cosmetics 

7.2% 
Furniture and 

home applian ces 
 
 

13.8% 
Sporting goods , toys, 

hobb y items and games 
 

14.8% 
Clothing , footwear, 

accessor ie s and jewelry 

 
 
 
 

24.5%
TVs 

 
 
 
 
 
 
 

23.2% 
Other merchan dise 
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Industry Structure Life Cycle Stage Growth 

Revenue Volatility High 
Capital Intensity Medium 

Industry Assistance None 

Concentration Level Medium 

FOR  ADDITIONAL STATISTICS AND TIME SERIES SEE THE APPENDIX ON PAGE 30 

Regulation Level                  Medium 

Technology Change                  High 

Barriers to Entry                     Low 

Industry Globalization                 Low 

Competition Level                   High 
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Executive  Every  year, more than 100 million  
A mericans  purchase goods  from the 
onl ine retail marketplace, one of  the 
fastest-growing industries in the United 
States. Since the start of  the decade, 
E-Commerce and Online Auctions 
indu stry revenue has grown at an 
exceptional rate, ou tperforming 
most retail industries. 
 

The rapidly growing industry will benefit from 

improving incomes and greater internet access 

 

Despite the brief recession-induced 
slu mp in 2009, industry revenue is 
expected to increase at an average annual 
rate of  2.7%  in  the five years  to 2013, 
including a  7.7%  jump in 2013 to bring  
revenue to $110.5  billion. Because of  th is 
steady  growth, industry profit margins 
have also improved, increasing from  
abou t 5.0%  of  revenue in 2008 to an  
estimated 6.8% in 2013. 

A s onl ine shopping becomes more 
 

 

Key External Drivers Percentage of services conducted online 
The E-Commerce and Online Auctions 
indu stry is sensitive to the penetration 
rate of  personal computers. As the rate 
of  compu ter  ownership increases, a  
larger proportion  of  the population  will 
have the ability to shop via e-tailers. 
A dditionally, increased computer  and 
internet u se will l ikely raise confidence 
in  the security of  onl ine transactions 
among  skeptical demographics  (such as 
seniors), leading to greater  computer 
sales. The percent of  hou seholds with at 
least one computer is  expected to 
increase over 2013. 

External competition 

A s part of  the retail sector, E-Commerce 
and Online A uctions industry operators 
face an  increasingly competitive 

popu lar, retailers are expanding the 
produ cts  they carry to include common 
hou sehold goods  l ike CDs, DV Ds, 
Blu -rays, books, clothing, footwear and 
even  groceries. Hard-to-find niche 
produ cts  or  products that are no longer 
being  produced have also fou nd homes 
onl ine. A s product ranges have grown, 
so has  the number  of  industry operators. 
The nu mber of  enterprises  is estimated 
to grow at an average annual rate of  
4.6%  in  the five years to 2013 to an  
estimated 162,884. 

In  the coming years, continued 
economic recovery is  expected to 
contribute to the industry’s strong  growth. 
Rising disposable income and 
employment  will improve consumer 
sentiment, increasing consumers’ 
l ikelihood to bu y. Additionally, broadband 
internet adoption  will grow in the next five 
years, boosting accessibility to online 
retai lers. Analysts forecasts that these 
factors  will cause industry revenue to grow 
at an  average annual rate of  1.9% over the 
five years to 2018 to total $121.6 billion. 
 

 

environment. Because this industry is 
relatively new, e-tailers are u p against 
establ ished traditional retailers  that have 
long  histories that can  often  secure better  
terms  from  vendors, adopt aggressive 
pricing and have more resources  to 
devote to marketing, infrastructure and 
fu l fillment (i.e., processing  returns) than 
indu stry retailers can. Fu rther, brick- 
and-mortar retailers  have built strong 
onl ine presences  of  their own  presences 
of  their  own  over the past five years. 
External competition is expected to 
increase over the next year, posing  a 
threat to th is industry. 

Consumer sentiment index 

Du ring periods  of  low economic growth, 
consu mer sentiment declines; as a  result, 
consu mers bu y less. This factor  reduces  
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Key External Drivers 

continued 

demand for  produ cts online. Consumer 
sentiment is expected to rise slowly over 
2013, bu t i t will rise slowly because of  the 
l ingering effects  of  high unemployment. 

Per capita disposable income 

Disposable income is a  deciding factor  
in  determining the qu antity and qu ality 
of  onl ine purchases. Changes in income 
can  occu r because of  movements  in 
wages, government  benefits, 
u nemployment and tax rates, and 
retu rns on  assets. Per capita disposable 
 

Percentage of service s conducted online 

12 

10 

8 

6 

4 

income is expected to increase slowly  
over  2013, making i t a  potential 
opportu nity for  industry  growth. 

Number of broadband connections 

When  more households  have access to 
broadband internet  as opposed to 
dial -up, they are more likely to make 
onl ine purchases  because of  the speed 
gains derived from a  broadband 
connection. Number of  broadband 
connections  is expected to increase 
over  2013. 
 

Per capita disposable income 
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Current  

Performance 

 
 
 

A fter  a  decade of  growth as more and 

more A mericans  become accustomed to 
making purchases online, the 
E-Commerce and Online Auctions 
indu stry was slowed only by the 
recession. Yet even the most trou bling 
signs of  the recession cou ld not keep this 
indu stry down  much. Consumer 
sentiment dropped dou ble digits  during  
the recession and per  capita disposable 
income market i ts  first decline in nearly 
two decades. Y et this  industry was hardly 
fazed, which is remarkable for  a retail 

SOURCE: WWW.IBISWORLD.COM 
 
 
 

indu stry, because cash-strapped 

consu mers looked online for  deals and 
comparison  shopping. In  fact, the percent 
of  services conducted online increased in 
2009. Over  the past five years, this 
industry’s  revenue grew at an estimated 
annualized rate of  2.7% to $110.5  billion  
th is  year. Industry revenue is expected to 
ju mp abou t 7.7%  in 2013 as  e-tailers 
benefit from  the economic recovery. 
Higher  disposable income and improved 
consu mer sentiment are encou raging 
individuals  to spend more money. 
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Technology leads the  

way 

The growth  of  this  relatively new 
indu stry has coincided with the 
increasing ubiqu ity of  internet access, 
particularly broadband. The costs  to 
obtain  an internet connection  and a  
personal computer have declined in 
recent years. The easier  and more 
affordable i t is to connect to the internet, 
the more accessible online retailers are, 
making consumers more l ikely to 
pu rchase from  these stores. According  to 
comScore, an  internet market research 
firm, consumers who u se broadband 
connections  are more likely to make 
onl ine purchases  than those who u se 
dial -up internet connections because 
broadband provides higher speeds, more 
bandwidth and better connection  
stabi lity than dial-up. 

Online retailers  owe much of  their 
su ccess  to the development  of  eBay’s 
PayPal and other secure payment 
methods, which add a practical 
component to the “shop anytime, 
anywhere” spirit of  the online 
marketplace. Before 2008, when the 
recession sent hou sehold and bu siness 
incomes  into a  dive, online sales  grew at 
dou ble-digit rates. A dvances in online 
payment security aided this trend by  
making consumers confident  in the 

 

Payment systems like 

PayPal help consumers 

feel more secure online, 
boosting industry demand 

 

rel iability and safety of  the online 

shopping process. Furthermore, much 
of  the wariness that consumers 
previou sly expressed abou t making  
credit or  debit card transactions online 
has  faded. Because building trust 
among  consumers is important for  
attracting repeat customers, increased 
consu mer confidence throu gh secure 
transactions has aided the industry’s  
sales  tremendou sly. 

Besides  security, the industry’s  
payment processes are also designed for  
convenience. For  example, PayPal allows 
u sers  to create personal online accou nts, 
making i t easier for  them to transfer 
fu nds  to a  retailer from  their credit cards 
or  bank  accounts withou t disclosing any 
financial details. Meanwhile, A mazon. 
com  al lows for  “one-click ordering,”  
which lets  consumers  buy goods  with 
defau lt payment methods  stored on  
their  accounts. 

 

 

Growing rapidly The nu mber of  enterprises  in the 
E-Commerce and Online Auctions 
indu stry has increased over  the five years 
to 2013, rising at an average annual rate 
of  4.6%  to an  estimated 162,884 
bu sinesses. Low entry barriers and skill 
requ irements allow companies to easily 
enter  th is growth industry. In  addition, 
local  one-man firms  make up about half  
of  the industry. A s a  result, the top two 
firms  are estimated to hold almost half of  
the market share in 2013. 

Despite th is industry’s  rapid rise, 
operators  do face an  increasingly 
competitive environment. To generate 

sales, firms have been forced to 
aggressively compete on  price, seasonal 
promotions and other discou nt initiatives, 
particularly during  the recession. Also, 
many players  have had to invest heavily in 
advertising (e.g. Google A dwords) to 
distinguish themselves from  the 
competition, which more and more 
includes  traditional retailers  with robust 
retai l websites of  their own. As such, the 
indu stry is expected to generate profit of 
only  about 6.8%  in 2013, even though 
operators  benefit from  low overhead costs. 

In  response to high competition, 
some operators  have begun offering 
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Growing rapidly 

continued 

additional services like free shipping  or  
postage and handling as a way to retain  
cu stomers  and attract new ones. 
A dditionally, new  forms of  onl ine 
retai ling known  as  social commerce 
have emerged to generate higher sales 
and redu ce costs. For  instance, social 
commerce websites  like Grou pon  and 
LivingSocial, which sell products  at 

discou nted prices, requ ire group 
participation  and consumer word-of- 
mou th  promotion; this  new model 
essentially guarantees  high sales 
volu mes, while cutting ou t the need for  
advertising. Analysts  expects  these 
social  commerce websites  to gain 
popu larity in the coming years, further  
aiding industry growth. 

 

 

Sales tax struggles In  the five years to 2013, online retailers 
have largely been  successful in 
competing with traditional brick-and- 
mortar  stores by  providing the 
convenience of  at-home shopping. Most 
importantly, online retailers  can provide 
discou nted prices  for  the same or  
comparable produ cts. Industry 
operators  can achieve these lower price 
points  because of  two key  advantages of  
the onl ine marketplace. First, because 
they  have no physical storefront, online 
operators  have avoided fees associated 
with  property ownership. Second, online 
retai lers are not required to charge sales 
tax  on  ou t-of-state purchases, which has 
lowered prices  paid by  those shopping 
onl ine. A s the law currently stands, 
indu stry operators  are requ ired to 
col lect sales  tax only i f the business  has 
a  physical presence in the state a  
pu rchase was made in. If  a bu siness 
does  not have a  presence in the state, 
the bu rden of  tax  then falls on  the 
pu rchaser, who is  requ ired to report it 
on  the income tax form  as  a u se tax. 
However, becau se use tax generated 
throu gh online purchases  is generally 
smal l, many consumers do not report 
su ch  tax, resulting in large sums of 
u ncol lected cash for  US states. 

 

Legislation forcing firms 

to collect sales tax would 

further cut into industry 

profit margins 

 

With  the rising popu larity of  online 

shopping and many states facing budget 
defici ts, the industry’s  battle over  sales 
tax  has gained increasing attention in 
recent years. To col lect additional 
revenue, many states, including  
Cal i fornia, Colorado, Minnesota, 
Connecticut  and Missou ri, have passed 
legislation  that will requ ire industry 
players to col lect tax (see Regulation  
and Pol icy section). This  move toward 
tax  col lection will l ikely have a  
detrimental effect on  the industry, as i t 
el iminates one of  the major cost-saving 
advantages  of  operating  online. Small 
and mid-size operators wou ld l ikely 
incu r the additional cost of  hiring tax 
departments  to handle variou s rate 
calculations and any audits initiated by 
tax  ju risdictions. This legislation  faces 
major  opposition, bu t i f it passes, it 
wou ld significantly affect the bottom  
l ine of  all online retailers. 



 

©2013. Cogent Company. All Rights Reserved. 

%
ch

a
n

g
e
 

E-Com me r ce & Online Auctio n s in the US February 2013  9 

 

Industry Performance 

 
 
 
 
 

Industry  

Outlook 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Ease of e-shopping  

supports growth 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Operators look for  

clicks 

The E-Commerce and Online Auctions 

indu stry will attract a larger customer 
market as  more hou seholds buy i tems 
onl ine. A nalysts  projects that in  the 
five years  to 2018, revenue will increase 
at an  average annual rate of  1.9% to total 
$121.6 bil lion. In  2014 alone, industry 
revenue is forecast to rise 2.8%  to $113.6 
bil l ion. However, the looming  threat of 
regu lation  may hamper  sales and slow 
profit growth in the coming  years. 

The industry’s  projected growth is  the 
resu l t of  several economic factors. First, 
disposable income is projected to grow 
over  the next five years at an average 
annual rate of  2.1%. Joblessness  will 
decl ine too, thou gh the u nemployment 
rate will remain relatively high at an 
estimated 7.9% in 2013. Improved 
disposable income and employment will 
revive consumer sentiment, which is 
anticipated to grow through 2018. As 
 

 

In  addition  to improvements  in wages, 
sentiment and employment, the 
indu stry will benefit from  changes  in 
consu mer preferences. Rather  than 
spend big  in department stores or  other 
retai l ou tlets, consumers  will 
increasingly  turn to cheaper options 
offered onl ine. A s a  result, the industry  
is expected to continue solid growth. 
Online retailers  will also continue to 
benefit from  low operational costs 
becau se they do not have to rent, staff 
and operate brick-and-mortar stores. To 
th is end, industry profit margins are 
projected to accou nt for  abou t 8.3%  of 
 

 

Competition  within the industry will be 
based on  the reputation  and reliability  of  
operators  and price. Operators  will 
attempt to expand the number of  regions 
they  service to capture a  wider range of  
cu stomers. Therefore, shipping  and 

Industry revenue 
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consumers’ wallets  fatten, online 

spending  will increase. The industry will 
benefit from  pent-up demand du ring the 
recession, when many consumers delayed 
discretionary  purchases  in response to 
economic u ncertainty. 
 

 

revenue by  2018, up from  6.8% in 2013. 
Improvements in produ ctivity  and 
efficiency have driven the rapid rise in 
profit, with revenue growth ou tpacing  
employment and wages. 

The hou sehold broadband u se rate is 
set to grow an  annualized 5.0%  in the 
five years  to 2018. By the end of  2018, 
A nalysts  anticipates  that about 85.0% 
of  US hou seholds will have broadband 
internet connections; as  more 
hou seholds  gain access  to broadband 
internet, more consumers will have 
access  to onl ine retailers and shop with 
indu stry operators. 
 

 

handling costs  will also be a  point of 
differentiation  among players, as will the 
abi l ity  to provide timely product delivery  
and refunds. The functionality  of 
shopping websites and the ease with 
which consumers can place orders will 
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Operators look for  

clicks 

continued 

also contribute to the number of  repeat 
and loyal customers. 

Online retailers  will continue to 
improve the online sales  process for  
consu mers. These efforts will include 
improving  produ ct descriptions, making  
prices  more competitive, and keeping 
freight and delivery costs low. 
Fu rthermore, operators will gradually 
place a  greater emphasis  on  customer 
service, increasing  their efforts  to meet 
the variou s needs of  onl ine shoppers. 
Operators  will strive to del iver superior  
after-sales service and devise ways  of  
assu aging consumer concerns regarding 
privacy and credit card payment issues. 
Online retailers  that meet these 
requ irements will u ltimately benefit from 
strengthened brand recognition  and 

 

The growth of broadband 

internet will increase the 

accessibility of online 

retailers 

 

increased consumer spending. 

A nalysts  forecasts  that in the five 
years  to 2018, the number of  enterprises  
wil l grow at an  average annual rate of 
4.6%  to total  162,884 operators. 
Similarly, industry employment is 
projected to rise at an average annual 
rate of  abou t 3.6%  to about 294,265  
workers, while wages are forecast to ju mp 
an  average of  4.0%  annually in the five 
years  to 2018 to $9.1  billion. 

 

 

Legislation threats Online retailers  will continue to wage a  
legislative battle over  tax laws to protect 
their bottom  lines. As the law now stands, 
bu sinesses are required to col lect sales  tax 
only  on  transactions that take place within  
a  state where that company has a  physical 
office. If the business has no presence in 
the state of  the transaction, then the tax 
bu rden  falls on  the purchaser, who must 
report the subsequ ent u se tax in their 
income tax filing. This has  been a point of  
significant cost savings in past years 
for  onl ine retailers, allowing them to 
redu ce prices  and attract customers by  
dodging  sales  tax. 

A s a  result of  these factors, many 
states  facing budget crises will l ikely 

pu rsue legislation  that requ ires online 
operators  to col lect sales  tax. In fact, 
su ch  legislation has already passed in 24 
states, including California, Colorado, 
Minnesota, Connecticut and Missou ri. A 
shift in pol icy along these l ines cou ld be 
devastating to industry  operators in the 
coming  years. By burdening online 
retai lers with sales  tax on  all purchases, 
th is  legislation cou ld remove a  
significant  portion  of  the cost saved by 
operating  online, resulting in 
considerable losses in sales transactions. 
Fu rthermore, many small and medium- 
size operators  would need to hire tax 
specialists  for  compliance reasons, 
redu cing industry margins. 
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Life Cycle Stage Revenue is expected to slightly outpace 

GDP growth over the 10 years to 2018 

Improvements in technology, such 

as the development of broadband, 
have positively affected growth 

This industry has experienced 

rapid entry of new players 
 
 
 
 

 

20 Maturity 
Company 
consolidation; 
level of economic 
importance stable 

Quality Growth 
High growth in economic 
importance; weaker companies 
close down; developed 
technology and markets 

 

Key Features of a Growth Industry 

Revenue grows faster than the economy 

Many new companies enter the market 
 

15 
 
 
 
 
10 

 
 
 
 

5 

 
 
 
 
0 

Rapid technology & process change 
Growing customer acceptance of product 
Rapid introduction of products & brands 
 
 
 
 
 

Quantity Growth 
Many new companies; 
minor growth in economic 
importance; substantial 
technology change 
 
 
 

E-Commerce & Online Auctions 
 

Computer Stores 
 
 
 

–5 

Cardboard Box  Consumer Electronics Stores 
& Container  
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Postal Service 
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Shrinking economic 
importance 
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Industry Life Cycle In  the 10 years  to 2018, industry value 
added, which measures the E-Commerce 
and Online A uctions industry’s 
contribution  to the US economy, is 
expected to increase at an average 
annual rate of  3.1%. Meanwhile, US GDP  
is forecast to rise at an average annual 
rate of  2.1%  over  this same period. The 
indu stry is in a growth phase of  i ts  life 
cycle because its growth rate ou tpaces  
GDP  over  a  10-year period, and the 
indu stry is still experiencing the 
entrance of  many new operators  and 
rapid innovation. 

Over  the five years to 2013, the 
nu mber of  onl ine retailers  and auction  
sites  has increased at an average annual 
rate of  4.6%  to an  estimated 163,343. 
This  growth in industry participation  can 
be attributed to an increase in 
e-commerce demand driven by the rising 
prevalence of  broadband connections  
and other  high-speed internet services. 
Su ch  services  have allowed more 
consu mers to su rf the Internet and buy 
produ cts  without experiencing  any lag 
time; consequ ently, more consumers 
have been  able to make purchases  online 
with  added convenience. Fu rthermore, 

E-Com me r ce & Online Auctio n s in the US February 2013  12 
 
 
 
 
 
 
 
 
 

the industry’s  low barriers to entry and 

ski l l requ irements  have allowed 
companies to enter the industry withou t 
mu ch  difficulty, leading to higher 
participation. In the five years to 2018, 
the nu mber of  operators is expected to 
fu rther rise at a projected average annual 
rate of  5.3%  with higher  demand for  
e-commerce websites. 

In  recent years, a  relatively new form 
of  e-commerce, known  as social 
commerce, has emerged within the 
indu stry. Unlike traditional e-tailers, 
social  commerce involves u sing social 
media  – online media that encou rages  
onl ine interaction  and user contribution 
– to assist in the online bu ying and 
sel l ing  of  goods. This subset of  
e-commerce retailers has gained wide 
consu mer acceptance in the five years to 
2013 by  providing engaging  content and 
discou nted (or  wholesale) prices  
throu gh user  interaction  (i.e. sharing 
information  and pu rchasing  as  groups). 
A nalysts  expects  more forms of  social 
media  or  new e-commerce businesses to 
arise in the next five years, further 
contributing  to the growth stage 
designation  of  the industry. 
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Supply Chain 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Products & Services 

KEY BUYING INDUSTRIES 

99       Consumers in the US  
American households form the key online retail-buying category. 
 

KEY SELLING INDUSTRIES 

32221     Cardboard Box & Container Manufacturing in the US  
This industry produces and supplies paperboard containers, boxes and packaging material to 
online operators. These products are used to house a range of merchandise to be sent to the 
consumer. 

42       Wholesale Trade in the US  
Various wholesale operators are key suppliers of merchandise to online retailers. 

44312     Computer Stores in the US  
This industry retails computers and software products to online retailers. 

49111     Postal Service in the US  
This industry provides postal services in the United States to online retailers. 

49222     Couriers & Local Delivery Services in the US  
This industry provides courier services in the United States to online retailers. 
 
 
 

Products and services segmentation (2013) 

4.5% 
Food, beverages 

O f fice equipment and pet  food 
and supplies 

Medication and cosmetics 

7.2% 
Furniture and 

home appliances 
 

13.8% 
Sporting goods, toys, 

hobby items and games 

 

24.5%
TVs 

 
 
 
 
 

23.2% 
Other merchandise 

 
 

Total $110.5bn 

14.8% 
Clothing, footwear, 

accessories and jewelry 

 

SOURCE: WWW.IBISWORLD.COM 

 

Computers and TVs 
Compu ter  hardware, software and 
su ppl ies, along  with TV s, DV D players  
and related i tems  comprise the largest 
produ ct group sold online. With the 
nu mber of  computers, laptops, TV s 
and similar  electronic goods 
increasing in A merica, demand for  
these produ cts  has  been strong. Most 
hou seholds  now own  multiple TV s 
and compu ters, and new  models of 

these produ cts  (especially flatscreen 
TV s  and laptops) tend to be released 
rapidly, leading to repeat purchases as 
older  models  become obsolete. 
Thou gh  consumers are more l ikely to 
pu rchase TV s  or  computers at brick- 
and-mortar stores, a  growing number 
of  consu mers  are buying them online 
becau se of  the positive reputation  
most large sites  have for  providing 
warranties  and qu ality guarantees. A s 
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Demand 

Determinants 

su ch, this product grou p has  grown as 
a  percentage of  total online sales, 
from  19.8%  in 2008 to an  estimated 
24.5%  in  2013. 

Clothing, footwear and accessories 

Clothing, footwear, accessories and 
jewelry  are also popu lar i tems  to buy  on  
the web, with the average i tem in this 
segment costing less  than the average 
i tem  in the electronics  segment. In  fact, 
thou gh this  produ ct group accou nts  for 
only  14.8%  of  revenue in 2013, the 
qu antity purchased is  significantly larger 
compared to that of  TV s and computers. 
However, over  the past five years, sales 
of  clothes, footwear, accessories  and 
jewelry  have declined slightly as a  
percentage of  total revenue, from  15.4% 
in  2008. This  is mainly due to 
consumers’ desire to try  on  clothes 
before bu ying them  and a  decline in the 
average price of  these items. 

Sporting goods, toys, hobby 

items and games 
A nother popu lar product  group sold on  
the web includes  toys, hobby goods, 
sporting goods  and books. Consumers  
wil l bu y these i tems  on  the web to get a  
good deal , or  because the particular 
game, book or  toy  they want is not 
available locally. In the past five years, 
sales  of  these items have grown from  
8.7%  of  revenue in 2008 to 13.8%  in 2013 
du e to the significant rise in demand for 
video games and gaming consoles. 
 

 

Flu ctuations in  household disposable 
income affect the timing and qu antity of  
merchandise purchased via online sites. 
In  fact, according to a  number of  retail 
and electronic associations  and a study  
pu bl ished by Colorado Col lege’s  
department of  economic and business, 
hou seholds  and individuals with higher 
disposable income will be more likely to 

Other 
Other  smaller  produ ct groups  include 
fu rniture and hou sehold appliances, 
medication  and cosmetics, office 
equ ipment and supplies, and food and 
beverages. Sales of  groceries  on  the web 
have increased considerably over  the 
past five years, as consumers  embrace 
the convenience of  not going to grocery 
stores  over  any significant  price savings. 
Conversely, sales of  furniture and home 
appl iances have fallen from  7.7%  of  
revenue in 2008 to 7.2%  in 2013 du e to 
the sharp downturn in construction  in 
the cou ntry and a drop in demand for  
fu rnishings. Office equ ipment and 
su ppl ies  are growing as  part of  the 
onl ine sales industry as  businesses  seek 
to cu t costs  by pu rchasing supplies 
throu gh cheaper online retail channels. 
Medication  and cosmetics have 
decl ined as a percentage of  revenue due 
to a  significant  fall in online 
prescription  sales. 

There are plenty of  other products sold 
onl ine, including draperies, sewing  
machines  and kits, audio equ ipment, 
photographic equ ipment, hardware, farm 
tools, lu ggage, antiqu es and collectibles. 
Overal l demand for  these produ cts has 
grown  faster than the rest of  the product 
grou ps, increasing from  19.4%  of  revenue 
in  2008 to 23.2%  in  2013. The main 
reasons  include consumers’ acceptance of  
onl ine purchasing and companies  taking 
advantage of  th is acceptance by 
expanding  their produ ct range. 
 

 

make onl ine purchases. This is 
particularly relevant for  purchasing 
flowers  (with deliveries) and booking 
vacations  and movie tickets  online. 

Disposable income has become an 
increasingly  important factor  over  the 
past cou ple of  years. Discretionary 
spending  stalled over  2008 and 2009 as 
a  resu lt of  declining  household wealth 
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Major Markets 

bou ght on  by  rising unemployment, 
volatile markets  and falling hou se prices. 
Since then, per  capita disposable income 
has  increased along with consumer 
spending, and both are expected to rise in 
the five years  to 2018. 

Clicks over bricks 

The internet allows customers  to shop 
arou nd for the best price. The ease with 
which the internet can  be used for  
research allows  consumers  to shop 
among  competing  online stores  at the 
cl ick  of  the mouse, as  well as  catalogs  for 
brick-and-mortar stores. Often, prices  for 
onl ine goods  are lower than that of 
traditional retail stores because many  of  
the traditional costs associated with 
operating  physical stores (e.g. building 
rents, utilities  and cash registers) are 
el iminated through electronic commerce. 
 
 
 

Major market segmentation (2013) 

A s su ch, these savings can be passed off  
in  the form of  lower prices  to consumers. 

Consu mers will also ju dge the safety, 
rel iability and privacy of  ordering goods 
via  the internet before placing an order. 
Consu mers with higher education and a  
knowledge of  computers  and the 
internet will be more likely to make 
onl ine purchases. 

Product availability 

Operators  should ensure that their 
produ ct range is  as extensive, i f not more 
extensive, as those found in traditional 
stores. This will entice consumers  to turn  
to onl ine retailers for  hard to find items, 
driving  demand for  produ cts retailed 
onl ine. Online retailers  have the 
advantage of  stocking an infinite volume 
of  merchandise, given that they are not 
constrained by shelf space. 

 

3.8% 
Other markets 

Retailers (for resale) 

8.9% 
Businesses (for end-use) 

2.1% 
Wholesalers 
(for resale) 

 
 
 

40.2% 

 
 
 

 
 

Total $110.5bn 

39.1% 
Male  consumers 

 
 

SOURCE: WWW.IBISWORLD.COM 

 

Female consumers 
The E-Commerce and Online Auctions 
indu stry primarily operates  in the 
consu mer market, as this segment 
accou nts for  abou t 79.3% of  industry  
revenue. Within the consumer  sector, 
the demand for  e-commerce is slightly 
higher for  women than men because 

women  accou nt for  a  larger portion of  
the US popu lation. In  2013, female 
consu mers are expected to generate 
40.2%  of  indu stry revenue. This 
segment has  remained stable over 
the past five years as the ratio of  
women  to men  has  remained 
relatively intact. 
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continued 

Male consumers 
Male consu mers  are expected to generate 
39.1%  of  industry revenue in  2013, 
marginally down  from 39.3% in 2007. 
This  produ ct segment has fallen not 
becau se males have curtailed their 
shopping, but because businesses have 
increased their  expenditure on  online 
goods. Bu sinesses increased their  
spending  on  online goods  at a  faster rate 
than  male consumers did over the past 
five years, causing  males  to accou nt for  a  
sl ightly smaller portion  of  industry 
revenue in 2013. 

Other 

In  2013, retailers and wholesalers  are 
expected to represent  5.9%  and 2.1% 
of  the market, respectively, while 
bu sinesses  for  end use (which do not 
resel l) accou nt for  abou t 8.9%  of  the 
market. Businesses’ share of  revenue 
has  grown from  8.2% in 2008 du e to 
rising corporate profit, which are 
expected to increase at an average 
annual rate of  4.8%  in the five years 
to 2013. The remaining market 
segment accou nts  for  3.8%  of  
revenue and includes government 
bodies, bu ilding contractors, repair  

shops, restaurants, hotels, food 
service industries and exports. 

The industry’s  market segments have 
remained stable over the past five years, 
despite exceptional growth in revenue. 
Consu mer  incomes and knowledge of 
ordering procedures determine retail 
expenditure on  industry goods  and 
services. Recent trends  indicate a strong  
correlation between consumer income and 
the probability of  shopping online. More 
edu cated, computer-literate and higher- 
income consumers are more likely to buy 
onl ine. Conversely, lower-wage consumers  
often  avoid online shopping due to a  lack 
of  confidence in the system, technology 
constraints and concerns abou t divulging  
personal and financial details. 

A ccording to the National Retail 
Federation  – the world’s  largest 
association  that supports  retailers  and 
e-tai lers throu gh resou rce sharing and 
advocacy – wealthy consumers are 
more l ikely to shop onl ine. To th is end, 
abou t 62.0%  of  individuals earning 
between  $100,000 and $149,000 are 
expected to u se e-commerce in 2013. 
Popu lar purchases included tickets and 
travel reservations, as well as 
comparison  shopping. 

 

 

International Trade Domestic operators  in this  industry 
su pply the domestic and international 
market through online websites. 
However, trade in  goods  su pplied by  
retai l industries  is  accounted for at the 
manufacturing  level. This means that 
import and export activity at the retail 

level  is low and steady by convention. 
N oneth eless, international consumers are 
able to pu rchase a  range of  goods  as 
efficiently as US buyers. Furthermore, 
au ction  websites l ike v  have many 
overseas  sellers and buyers  that actively 
participate in trade. 
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Business Locations Becau se of  inherent characteristics of  
the E-Commerce and Online Auctions 
indu stry, the geographic spread of 
establ ishments  is not proportional to 
the popu lation  distribution. While 
largely  populated regions  are the 
most important to the industry, the 
nu mber of  establishments  per capita 
varies considerably across  the 
cou ntry. This is dissimilar to the rest 
of  the retail industry, where it is 
necessary  for  physical stores to be 
near  cu stomers. Online retailers  
requ ire only a  warehou se space to 
store goods, which are then del ivered 
via  mail to the cu stomer. 

Major  hu bs  for  online shopping 
include the West, Southeast and the 
Mid-A tlantic. These are the most- 
popu lated regions  in the United States, 
bu t the Sou theast  has  fewer industry 
establ ishments  per person  than the 
West. The main  reason is that online 
sel lers  typically want to keep their 
warehou ses near major  import or  export 
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centers. In the West, companies  are near  

the Pacific market. The Sou theast and 
Mid-A tlantic regions are the main 
markets for  trade across  the Atlantic. 
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Market Share  

Concentration 
 

Level  

Concentration in this 

industry is Medium 

The E-Commerce and Online Auctions 
indu stry has a  medium  level of 
concentration, as small companies  make 
u p almost half of  the market. Industry 
concentration has increased over  the 
past five years due to merger and 
acqu isition activity. Large firms are 
bu ying u p smaller  ones that offer 
innovative technologies and services. 
Fu rther, acqu isitions  allow major  
players to expand their  produ ct mix  to 
reach  a  wider customer base. The fou r 

largest players are expected to accou nt 
for  abou t 50.2%  of  industry revenue in 
2013; dominant player A mazon  is 
responsible for  41.8% of  industry 
revenue alone. A ccording to US Census  
data  and Analysts  estimates, more 
than  half  of  all industry firms  employ  
fewer  than five people. The nature of  the 
indu stry results in this sort of  market 
share structure because i t is not very  
costly  to start an online store, and 
virtually no skills  are requ ired. 

 

 

Key Success Factors Ability to control stock on hand 
To profit from trends, operators need to 
be able to control  stock on  hand to ensure 
that they have an adequ ate amount of 

250 Key Success popu lar  items. 
Factors for a 

Ability to quickly adopt new technology 
Ever-changing software systems, internet 
speeds  and personal information security  
systems require operators to continually 
u pdate their  business to keep pace with 
recent technology. For  example, eBay’s  
adoption  of  PayPal supported strong 
growth  in sales. 

Provision of superior after-sales service 
Operators  should provide superior  
after-sales service, including shipment 
tracking, offering refunds  or  exchanges 
and establishing new shopping platforms  
as  technology evolves. 

Having a loyal customer base 

Su ccessful operators  have a  loyal 
cu stomer base to attract repeat bu yers 
and ensure continued sales. Building a  
base takes  time and success depends 
on  strong  before- and after-sales 
cu stomer service. 

 

 

Cost Structure  

Benchmarks 

Profit 
The E-Commerce and Online Auctions 
industry’s  profit (defined as earnings 
before interest and taxes) is expected to 
accou nt for  about 6.8% of  industry 
revenue in 2013, u p from 4.6%  in 2008. 
In  the mid-2000s, e-commerce sites 
opened at a  rapid rate, so competition  
was  intense and many new operators lost 
money. Since then, demand has 
ou tstripped supply, leading to better 
conditions  for the remaining  participants. 
In  addition, wages  have fallen as a  share 
of  revenu e over the past five years, 
transferring  wage savings into profit. 

Purchases 
Pu rchases are estimated to account for 
abou t 71.8% of  industry  revenue in 2013, 
u p from  about 63.8% in 2008. Purchases 
consist of  products  purchased from 
vendors  (domestic or  international) for 
resale to consumers. The volume of  
merchandise purchased fol lows overall 
sales  trends  for  the year. This category 
makes  u p the largest component of  the 
industry’s  cost structure. Purchase costs 
have risen over  the past five years 
becau se of  the falling trade-weighted 
index, which measures the strength of  the 
US dol lar  relative to other cu rrencies. 
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Cost Structure  

Benchmarks 

continued 

When  the trade-weighted index falls, 
foreign-made goods  become more 
expensive for  A mericans to bu y. Because 
a  large share of  products  sold by industry 
participants  is  manufactured abroad, this 
segment has risen as a share of  revenue. 

Depreciation 

Operators  in this  industry are faced with 
depreciation  on  fixed assets, such as 
fu rniture and fixtures for  offices, heavy 
equ ipment for  warehou ses, technology 
infrastructure, internal-use software and 
website development. The nature of  the 
indu stry means  there is a need to 
continuously maintain  and u pdate 
websites  and databases. Depreciation  
costs  for  th is  industry have increased in 
recent years  due to greater  acceptance of  
onl ine retailing, evolving  technology, 
software programs and more advanced 
payment systems. Depreciation costs vary 
among  operators  depending on  their  size 
 

Sector vs. Industry Costs 

and the number of  assets  involved. 
Overal l, the depreciation expense for  this 
indu stry is expected to average abou t 
1.3%  of  revenue in 2013. 

Wages 

The E-Commerce and Online Auctions 
indu stry has u ncharacteristically low 
wage costs  for  a retail industry. Wages 
are a  small component of  the total cost 
stru cture because online stores  do not 
have a  wide network  of  stores in which to 
staff  employees. As a result, industry 
wages  will accou nt for  about 6.6% of 
revenue in 2013, u p from 5.9% in 2008 
du e to increasing specialization and 
increased focus  on  customer service. 

Other 

Other  costs  are estimated to accou nt for  
abou t 8.1%  of  industry revenue in 2013, 
abou t the same as 2008. Other  expenses 
comprise a  diverse set of  expenses, 
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Cost Structure  

Benchmarks 

continued 

including insurance premiums, interest 
charges, advertising  expenses, 
administrative costs, selling expenditures 
and taxes. However, most costs pertain to 
transportation  and shipping activities. 

The natu re of  online shopping 
el iminates geographic boundaries. 
Consequ ently, goods  can be pu rchased in 
any  part of  the cou ntry and del ivered 
straight from  the warehou se. As  such, the 

indu stry incurs transport and ou tbound 
shipping  costs, which are expected to 
comprise abou t 5.2% of  industry revenue, 
u p from  5.0%  in 2008. Often, retailers 
incu r shipping costs throu gh marketing 
strategies  (e.g. providing free shipping 
and handling for  purchases). Operators  
that employ such marketing strategies 
are more l ikely to draw  customers  in an 
already  highly competitive environment. 

 

 

Basis of Competition Internal competition 
Operators  should ensure that detailed 
descriptions  (e.g. color, size, functionality  
and qu antity) accompany products  for  
sale. Du e to the online-based nature of 
th is  industry, consumers are not able to 

the trend is Steady physically examine products  before 
bu ying them. Hence, the more produ ct 
detai ls operators  provide, the more 
closely  they mimic the traditional 
shopping experience. 

While product and service prices are 
relatively stable from  one industry player 
to another, shipping charges can  vary 
significantly. A lthou gh online store and 
au ction  operators  cannot control freight 
charges, an effective marketing techniqu e 
has  been  to absorb a  percentage or  even 
al l  of  the cost in delivery to the consumer. 
Retai lers  that are able to offer  free or  
discou nted shipping and handling  appear  
more competitive and attractive to 
prospective customers. 

Mode of  del ivery  also becomes an 
important aspect of  competition  because 
pu rchases  such as wine, groceries, and 
large or  fragile goods  can have very 
specific shipping needs. Furthermore, 
consu mers must divulge personal details  

(su ch  as an address) for  delivery of  
goods. Consu mers entrust retailers with 
th is  information with the belief that it 
wil l not be forwarded to a  third-party 
withou t their consent. 

Each  operator’s  refund pol icy  shou ld 
be clearly ou tlined to consumers at the 
time of  pu rchase. As with traditional 
retai lers, consumers shou ld know whom 
to contact in the event that a  refund is 
needed. The repu tation of  an operator  
has  a  significant impact on  repeat buyers. 
Du e to the absence of  a  physical shop 
front, consumer awareness  of  online 
retai lers comes  from media advertising 
and, more importantly, from word-of- 
mou th  recommendations. 

External competition 

Online retailers  compete with players in  
other  industries, such as  brick-and- 
mortar  department stores and big-box  
retai lers. These stores often have 
websites  where consumers can make 
pu rchases, which has intensified the 
industry’s  online competition  over the 
past five years. Such external 
competition  is based on  efficiency, price 
and produ ct availability. 
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Barriers to Entry Prospective players can establish 
e-commerce sites without much 
difficulty. This  industry has  a low level of  
concentration, with the two largest 
players accou nting  for  about 14.5% of  the 
available market. The industry is  highly 

Low and Steady fragmented, with a  large number of  small 
and independent players  dominating the 
indu stry. These two characteristics  are 
reflective of  low barriers to entry; 
N onetheless, incumbent players  can still 
benefit from  the reputations  they have 
establ ished as reliable operators who 
su pply merchandise of  an acceptable 
qu al i ty. Existing operators have also had 
to gain the trust of  consumers  with 
regard to providing secure websites  for 
credit card details. 

The indu stry has a  moderate level of 
capital intensity, which can  prevent new 
entrants. The initial and continuing costs 
requ ired to establish an electronic 
shopping site can be qu ite extensive, 
depending on  i ts  functionality and 
featu res. Establishing databases requ ires 
an  initial capital investment  along with 
su bsequ ent  costs for  maintenance. 

Produ ct differentiation between a 
traditional retailer  and an online retailer  
is nonexistent. A s such, retailers operate 
in  a  highly competitive environment. A  
low level of  produ ct differentiation is 
l ikely to make i t difficult for  operators to 
establ ish a  niche market. The 
preestablished distribution  networks 

 
 
 
 
 
 
 
 

Barriers to Entry checklist          Level 

Competition                       High 

Concentration                    Medium 
Life Cycle Stage                   Growth 
Capital Intensity                  Medium 
Technology Change                  High 
Regulation & Policy                Medium 
Industry Assistance                  None 
 

SOURCE: WWW.IBISWORLD.COM 
 

between  operators  and suppliers may, in  

some cases, be viewed as a  barrier to 
entry. Existing operators  benefit from the 
relationships they have built with their  
su ppl iers. A s such, they may be offered 
better  l ines  of  credit and low-priced, 
high-qu ality  stock compared with players  
entering the industry. 

Players not fazed by  the financial costs 
wil l need to implement  a strategy to 
attract traffic to their website. As new 
players, they  will need to prove that they 
offer  a  broad product range and that their 
goods  are competitively priced. Retailers 
also have to ensure customer loyalty and 
repeat bu yers. Those that choose to 
match  the low prices  offered by  
establ ished online retailers will suffer a 
decl ine in profitability. Some players  may 
choose to respond to the price pressure 
by  expanding the range and qu ality of  
merchandise they offer  in order to appeal 
to a  broader  market. 

 

 

Industry  
Globalization 
 

Level & Trend  

Globalization in 

this industry is 

Low and the trend 

is Increasing 

Most indu stry participants are US- 
owned and earn their revenue 
domestically. Domestically earned 
revenue for  the top two major  players 
(A mazon.com and eBay) will accou nt for  
abou t 14.5% of  total revenue in 2012. 

However, over  the past five years, the 
proportion  of  domestically generated 
revenue has been  declining, while 
internationally generated revenue has 
been  rising as more players expand their 
operations globally. 
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Major players 
(Market share) 

 

eBay Inc. 7.8% 
 
 
 
 

Amazon.com Inc. 38.8% 
 
 

Player Performance Listed as one of  the top 100 companies in 
Fortu ne magazine, A mazon.com  has 
harnessed the online-selling platform to 
grow into a  company that is expected to 
generate more than $40.0 billion  in US 

Industry Brand Names revenue in 2013. Launched in Ju ly 1995 
Zappos.com as an  online bookseller with weekly 

revenue of  abou t $20,000, th is publicly 
l isted company has  expanded its product 
range to include music, DV Ds, videos, 
consu mer electronics, hardware, lawn 
and patio i tems, kitchen  produ cts and 
wireless  produ cts. 

In  the five years to 2013, the company 
has  mainly  expanded throu gh 
acqu isitions. In  2010, Amazon  purchased 
deal -a-day site Woot.com  for $110.0 
mil lion; in 2009, A mazon  purchased 
Zappos, an  e-commerce company, for  
$880.0 mil lion. In 2008, the company 
pu rchased digital audiobook  pu blisher  
A u dible for  abou t $300.0 million. That 
same year, A mazon acquired A bebooks, 
an  onl ine retailer of  u sed, rare and 

53.4% 
Other 
 

SOURCE: WWW.IBISWORLD.COM 
 
 

ou t-of-print books. In  addition, Amazon  

sel ls  the Kindle e-book reader and 
del ivers web content to television via i ts 
Unbox  digital download service. 

One of  the company’s  latest 
developments  has  been the launch of  the 
A mazon Clou d Drive, A mazon  Clou d 
Player  for  Web and A mazon  Clou d Player  
for  A ndroid in March 2011. The 
introdu ction  of  these players signified the 
company’s entry into the clou d 
compu ting  market by enabling  customers 
to secu rely store music virtually and play 
i t on  any compatible phones, tablets  or  
compu ters. While the long-term  
impl ications of  th is development  is  yet to 
be u nknown, it is  nonetheless reflective 
of  the company’s  strategy to fu rther  
expand i ts  offerings of  downloadable 
mu sic, video and text. 

Financial performance 

In  the five years to 2013, Amazon’s  US 
revenue is expected to rise an average 

 

Amazon.com Inc. (US segment)  – fi nancial performance 

Year 
Revenue 

 ( %  change) 
Operating Income 

 ( %  change) 

2008 10,917 26.3 367.4 22.1 

2009 13,960 27.9 513.8 39.8 

2010 18,707 34.0 955.0 85.9 

2011 26,705 42.8 933.0 -2.3 

2012 34,813 30.4 1,592.0 70.6 

2013* 42,848 23.1 1,797.0 12.9 

 
*Estim ate 

SOURCE: IBISWORLD 
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Player Performance 

continued 

annual rate of  31.5%  to $42.8 billion. 
A mazon has  consistently ou tperformed 
the industry over  the past five years, 
increasing its US market share from 8.2%  
in  2008 to an  estimated 19.9% in 2013. 
A cqu isitions and the company’s  ability to 
expand i ts  produ ct mix to attract more 
bu yers have driven rapid expansion. 

A mazon has  also successfully maintained 
i ts  bottom  l ine: the firm’s  US operating 
income rose from  $367.4 million  in 2008 
to an  estimated $1.8 billion  in 2013. 
Similar to revenue, the company 
managed to maintain earnings  despite 
the recession through aggressive 
acqu isitions  and product expansion. 

 

 

Player Performance Throu gh i ts  namesake site and related 
websites, eBay sells about 45,000 
categories  of  products  via  fixed-price or  
au ction  listings. Beginning as an auction  
website in 1995, eBay has since 

Industry Brand Names introduced a fixed-price selling format 
Stubhub.com that now generates 66.0%  of  eBay’s  gross 
Shopping.com merchandise volume, or  the total value of 
Rent.com al l  closed items. The company’s  business 

model  generates  revenue through l isting 
and sel ling fees and advertising. 

In  the five years to 2013, the 
company  expanded i ts  international 
presence via acqu isitions. In N ovember  
2009, eBay  completed the sale of  
internet phone service Skype to an 
entity owned and organized by an 
investor  group. Today, eBay has 
operations throughou t the world. These 
operations facilitate auction  activities. 

Three primary business segments  

make u p eBay’s operations: 
marketplaces, payments and 
commu nications. The segment most 
relevant to the E-Commerce and Online 
A u ctions industry is  the marketplace 
segment. Commerce websites in this 
segment include a  secondary tickets 
marketplace (Stubhub.com), an online 
shopping comparison website (Shopping. 
com) and an  apartment listing  service 
platform (Rent.com). 

Financial performance 

In  the five years to 2013, eBay’s  
marketplace segment revenue is expected 
to rise at an average annual rate of  13.8%  
to $8.0 bil lion, faster than the industry’s  
growth  rate. The company’s  US segment 
also ou tperformed the industry  in terms 
of  profit, which rose from $1.8 billion  in 
2008 to an  estimated $3.6 billion  in 2013 

 

eBay Inc. – fi nancial performance 

Year 
Revenue 

 ( %  change) 
Operating Income 

 ( %  change) 

2008 8,541.3 11.3 1,779 222.7 

2009 8,727.4 2.2 2,389 34.3 

2010 9,156.3 4.9 1,801 -24.6 

2011 11,652 27.3 3,229 79.3 

2012 14,072 20.8 2,609 -19.2 

2013* 16,300 15.8 3,550 36.1 

 
*Estim ate 

SOURCE: ANNUAL REPORT AND IBISWORLD 
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Player Performance 

continued 

(profi t margin of  21.8%). The reasons  for  
strong  performance include profitable 
acqu isitions, divestment  of  less profitable 

bu sinesses  and a  slower wage growth 
than  revenue growth (allowing for  
more profit). 

 

eBay Inc. (US segment)  – fi nancial performance 

Year 
Revenue 

 ( %  change) 
Operating Income 

 ( %  change) 

2008 4,176.5 6.1 869.9 187.1 

2009 4,267.5 2.2 1,168.2 34.3 

2010 4,797.7 12.4 943.7 -19.2 

2011 5,429.8 13.2 1,504.7 59.4 

2012 6,712.3 23.6 1,244.5 -17.3 

2013* 7,970.7 18.7 1,736.0 39.5 

 
*Estim ate 
 
 
 

Other Companies The E-Commerce and Online Auctions 
indu stry has a  low level of  concentration, 
with  the two largest companies  
accou nting for  23.5% of  total industry 
revenue. The remaining market is made 
u p of  small and independent  businesses  
that operate only online. Players  are 
varied in this dynamic industry. Well- 
known  industry operators include 
apparel websites Piperlime and Bluefly, 
discou nt retailer  Overstock  and 
handmade crafts seller Etsy. 
 

Newegg Inc. 
Estimated market share: 3.1% 
Fou nded in  2001, California-based 
N ewegg  Inc. has grown to be the 
th ird-largest online-only retailer in the 
United States. Newegg  primarily sells 
desktop and laptop computers  and 
related components throu gh i ts  website. 
N ewegg  also stocks a  wide range of 
consu mer electronics, such as home 
theater systems, digital cameras, cell 
phones  and game consoles. The e-tailer 
boasts  abou t 84,000 produ cts 
(including brand-name produ cts l ike 
A pple, Sony, Canon  and Toshiba) and 

SOURCE: ANNUAL REPORT AND IBISWORLD 
 
 
 

more than 14.0 million registered u sers. 

The company filed for an initial pu blic 
offering with the US Securities and 
Exchange Commission  in 2009, bu t 
withdrew  its application  in 2011. 
A nalysts  estimates that the company 
wil l generate about $2.9 billion  in 2013. 
 

Groupo n Inc. 
Estimated market share: 0.6% 

Grou pon  is an e-commerce website that 
connects  local merchants to consumers 
by  sel l ing their goods  and services at a 
discou nt. The company started ou t 
sel l ing  discou nted gift certificates  to 
restaurants  and events, with the gift 
certi ficates  valid only after a  number of  
consu mers pu rchased the cou pon; 
hence the name “Groupon.”  Business 
insiders point to Grou pon, which will 
bring in abou t $635.0 million in US 
revenue in 2013, as an example of 
internet companies’ precariousness. 
A fter  blazing the trail in online daily 
deals  in 2008, the startup had trou ble 
getting  its initial pu blic offering off  the 
grou nd in  2011. Investors  fretted that 
the novel ty of  i ts cou pons  were wearing  
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Other Companies 

continued 

off  and competitors crowded the 
market. In  its annual report to the SEC, 
Grou pon  execu tives say that the 
company’s scale, strong brand and 

experience are “sustainable competitive 
advantages.” Company revenue and 
profi t have grown over  the past five 
years, despite the turbulence. 
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Capital Intensity The E-Commerce and Online Auctions 
indu stry has a  medium  level of  capital 
intensity. Investment requirements  
mainly include warehouse space, 
compu ter  equ ipment and warehou se 
staff. For  every dol lar spent on  labor  in 
2013, the average operator  will spend 
$0.19 on  capital investments. E-tailers 
spend more on  wages  than they do on  
equ ipment because the value of  fixtures 
needed to ru n  the business  is  marginal 
compared to the man-hou rs needed to 
manage websites and sales. 

In  addition , online shopping operators  
ou tlay capital on  technology to establish, 
implement and maintain their websites. 
Establ ishing and maintaining databases 
requ ires  computers, printers, software 
programs  for electronic payment system, 

 

Tools of the Trade: Growth Strategies for Success 

 
 

New Age Economy 

Recreation, Personal Services,  
Health and Education. Firms 
benefit from personal wealth so 
stable macroeconomic conditions 
are imperative. Brand awareness 
and niche labor skills are key to 
product differentiation. 

Capital intensity 
Capital units per labor unit 

0.5 

0.4 

0.3 

0.2 

0.1 

0.0 
Economy Retail Trade E-Commerc e & 

Online Auctions 

Dotted line shows a high level of capital intensity 
SOURCE: WWW.IBISWORLD.COM 
 

firewalls  and more. Operators  may also 

incu r capital expenditure though 
pu rchasing  and maintaining vehicles for  
 
 
 
 
 

Investment Economy 

Information, Communications,  
Mining, Finance and Real  
Estate. To increase revenue 
firms need superior debt 
management, a stable 
macroeconomic environment 
and a sound investment plan. 

 
 
 
 
 
 
 

Traditional Service Economy 

Wholesale and Retail. Reliant 
on labor rather than capital to 
sell goods. Functions cannot 
be outsourced therefore firms 
must use new technology 
or improve staff training to 
increase revenue growth. 

E-Commerce & Online Auctions 
Computer Stores 

Cardboard Box & Container Manufacturing 
Consumer Electronics Stores Old Economy 

Agriculture and Manufacturing.  
Traded goods can be produced 

Camera Stores using cheap labor abroad. 
To expand firms must merge 
or acquire others to exploit 
economies of scale, or specialize 
in niche, high-value products. 

 
Change in Share of the Economy SOURCE: WWW.IBISWORLD.COM 
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Capital Intensity 

continued 
 
 
 

Technology 

& Systems 
 
Level  

The level of 
Technology 

Change is High 

del ivering goods. Labor  costs  are 
incu rred throu gh hiring staff to fulfill 
orders. Usu ally, only a low level of 
 

 

The development, penetration and use 
of  the internet are central to this 
indu stry and its revenue. Additionally, 
the decl ining cost of  computer  
processing  power has and continues  to 
have a  large effect on  the ease with 
which e-commerce is  conducted. Some 
of  the basic requ irements for  an  
electronic retailer are a  selling  platform, 
hardware and the related software. 
Online stores have websites displaying  
the nature of  the company, the services 
or  goods  provided and their price. These 
sites  must be user friendly by  

edu cation  or  training is  requ ired; for  
larger companies, packers often work 
part-time shifts. 
 

 

incorporating easy-to-use search 
engines. Increasingly, e-tailers have 
mobile applications enabling consumers  
to make pu rchases  via smartphones. 

A nother crucial element is 
establ ishing  an application  process that 
faci litates  payment transactions, either  
by  credit card or  electronic funds 
transfer. One example of  such a 
payment system is eBay’s  PayPal, which 
gives  users an online accou nt that 
makes  i t easy  to transfer  funds  from  
their  credit cards or  bank  accounts to 
the retailer. 

 

 

Revenue Volatility A nalysts  estimates that industry 
revenue has exhibited moderate volatility 
in  the five years to 2013: revenue is 
expected to fluctuate from  a  revenue drop 
of  15.3%  in  2009 to a  cl imb of  12.2%  in 
2010. Mu ch  of  th is volatility can be 
attributed to the Great Recession. 

The E-Commerce and Online 
A u ctions industry is expected to 

retu rn to more consistent growth rates 
in  the next five years. Fu rthermore, 
players in this industry compete for  a 
share of  consumers’ discretionary  
income, which is  highly  dependent on  
changes  in employment levels, 
interest rates  and consumer 
confidence, which are all expected to 
rise in the next five years. 

 
A higher level of revenue 
volatility implies greater 
industry risk. Volatility can 
negatively affect long-term 
strategic decisions, such as 
the time frame for capital 
investment. 

When a firm makes poor 
investment decisions it 
may face underutilized 
capacity if demand 

Volatility vs Growth 

1000 Hazardous 

 

100 
 

10 

 
1 

 

Rollercoaster 

 
 
 
 

E-Commerce & Online  

Auctions 

suddenly falls, or capacity 
constraints if it rises 
quickly. 

0.1 Stagnant  Blue Chip 
–30     –10      10      30      50      70 

Five year annualized revenue growth (%)  
 

* Axis  is  in logarithmic scale 
SOURCE: WWW.IBISWORLD.COM 
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Regulation & Policy The most prominent regulation  affecting 
the E-Commerce and Online Auctions 
indu stry in recent years has been the 
Streamlined Sales  and Use Tax 

The level of A greement organized by  the Streamlined 

Regulation is Sales  Tax  Governing Board. The 
agreement is the result of  the cooperative 
efforts  of  most states  and the business  
commu nity and was drafted in hopes  of  
minimizing the costs and administrative 
bu rden  on  retailers that collect sales  tax 
across  multiple states. With rising 
popu larity of  onl ine shopping and many 
US states  facing budget deficits, more 
and more states have been passing 
legislation  to conform to the agreement 
in  recent years. As  of  Ju ne 2011, 24 states 
have passed legislation  conforming with 
th is  agreement. 

Tax  col lection poses  a  threat to the 
indu stry, as it would el iminate one of  the 
major  cost-saving  advantages of  
operating  online. As the law currently 
stands, industry operators  are requ ired to 
col lect sales  tax only i f the business  has  a 
physical presence in the state where the 
pu rchase was made. This  factor  has 
 

 

Industry Assistance While tariffs  are applicable to 
indu stry goods, they do not apply at 
the onl ine retail level. Retail 
operators  pu rchase goods  from  

The level of importers and wholesalers after the 

Industry Assistance tari ff  has  been applied. A change in  
the tariff  rate of  a  particular good will 

trend is Steady 
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served as  a competitive advantage for  

onl ine retailers  over brick-and-mortar  
stores, allowing consumers  to pay less for  
the same goods  sold throu gh traditional 
retai l ou tlets. As  such, i f e-tailers are 
requ ired to col lect taxes, the industry  will 
l ikely experience considerable falls in 
sales  volumes. A n additional burden of  
th is  new regulation wou ld be the more 
than  8,000 state ju risdictions  that wou ld 
su bsequ ently apply to all online retailers. 
Smal l- and medium-size industry 
operators  wou ld l ikely be forced to incur  
additional costs by  hiring tax 
departments  to handle variou s rate 
calculations and any audits initiated by 
tax  ju risdictions. 

A s su ch, this legislation faces  major  
opposition  from  various  industry 
associations supporting the e-commerce 
indu stry. Consequ ently, A nalysts does 
not foresee th is  agreement becoming a  
major  federal law in the near future. 
N onetheless, this law is expected to 
remain popular  among states with high 
bu dget deficits, representing  a major  
threat to the industry. 
 

 

generally alter where the good is 
pu rchased and the purchase price. A 
decl ine in tariffs  for  computer parts 
may  result in falling purchasing 
costs, which can  be passed on  to 
consu mers as  lower prices, allowing 
the retailer to remain  competitive. 
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ments    Enterprises   Employment   Exports     Imports     
Wages 

 ($m)     
Domestic 

   
posable Income 

 

(%)     
Enterprises 

  
Employment 

 (%)      
Exports 

 (%)      
Imports 

 (%)      
Wages 

 

(%)      
Exports/Revenue 

 ($’000)     
Wages/Revenue 

 (%)        
Employees 

 per Est.     
Average Wage 

 

E-Comm e r ce  &  Online  

Key Statistics 

 
Industry Data 

Revenue  
($m) 

In

dus

try  

Per 

Capi

ta D

is- 
Valu
e A
dde
d  
Esta
blis
h- 

 

($m) Demand ($) 

2004 62,183.7 6,640.6 99,748 99,570 186,903 -- -- 4,755.5 N/A 31,184 
2005 71,421.2 6,729.0 108,875 108,709 192,376 -- -- 4,633.1 N/A 31,318 
2006 80,172.0 6,957.1 115,530 115,344 202,112 -- -- 4,677.4 N/A 32,303 
2007 91,604.7 7,852.3 126,490 126,190 201,846 -- -- 4,410.0 N/A 32,749 
2008 96,623.9 11,330.0 130,195 129,942 246,562 -- -- 6,212.7 N/A 33,229 
2009 85,785.0 8,157.2 129,448 129,149 246,887 -- -- 6,321.4 N/A 32,020 
2010 86,841.7 9,816.2 132,531 132,216 246,322 -- -- 6,051.2 N/A 32,335 
2011 97,810.1 9,933.8 144,344 143,887 264,409 -- -- 6,592.8 N/A 32,529 
2012 102,587.5 10,248.2 152,475 151,900 278,981 -- -- 7,014.0 N/A 32,942 
2013 110,485.3 11,091.6 163,343 162,884 294,265 -- -- 7,445.5 N/A 33,515 
2014 113,578.9 11,607.7 169,288 168,748 306,021 -- -- 7,746.1 N/A 34,218 
2015 115,964.0 12,144.0 178,854 178,367 320,360 -- -- 8,085.2 N/A 35,142 
2016 118,283.3 12,420.6 186,580 185,858 333,495 -- -- 8,398.9 N/A 35,782 
2017 119,702.7 12,909.2 199,831 198,868 347,912 -- -- 8,719.6 N/A 36,432 
2018 121,618.0 15,351.0 211,702 210,204 362,765 -- -- 9,059.3 N/A 36,995 
Sector Rank 9/123 15/123 2/123 2/123 17/123 N/A N/A 14/123 N/A N/A 
Economy Rank 80/1192 233/1192 49/1191 46/1191 126/1192 N/A N/A 198/1192 N/A N/A 

 

Annual Change 
Revenue  

(%) 

Industry  
Value Added  

(%) 

Establish- 
ments  

 

(%) (%) 

Domestic  
Demand  

(%) 

Per Capita Dis- 
posable Income  

(%) 
2005 14.9 1.3 9.2 9.2 2.9 N/A N/A -2.6 N/A 0.4 
2006 12.3 3.4 6.1 6.1 5.1 N/A N/A 1.0 N/A 3.1 
2007 14.3 12.9 9.5 9.4 -0.1 N/A N/A -5.7 N/A 1.4 
2008 5.5 44.3 2.9 3.0 22.2 N/A N/A 40.9 N/A 1.5 
2009 -11.2 -28.0 -0.6 -0.6 0.1 N/A N/A 1.7 N/A -3.6 
2010 1.2 20.3 2.4 2.4 -0.2 N/A N/A -4.3 N/A 1.0 
2011 12.6 1.2 8.9 8.8 7.3 N/A N/A 9.0 N/A 0.6 
2012 4.9 3.2 5.6 5.6 5.5 N/A N/A 6.4 N/A 1.3 
2013 7.7 8.2 7.1 7.2 5.5 N/A N/A 6.2 N/A 1.7 
2014 2.8 4.7 3.6 3.6 4.0 N/A N/A 4.0 N/A 2.1 
2015 2.1 4.6 5.7 5.7 4.7 N/A N/A 4.4 N/A 2.7 
2016 2.0 2.3 4.3 4.2 4.1 N/A N/A 3.9 N/A 1.8 
2017 1.2 3.9 7.1 7.0 4.3 N/A N/A 3.8 N/A 1.8 
2018 1.6 18.9 5.9 5.7 4.3 N/A N/A 3.9 N/A 1.5 
Sector Rank 22/123 27/123 9/123 9/123 14/123 N/A N/A 17/123 N/A N/A 
Economy Rank 139/1192 147/1192 56/1191 57/1191 103/1192 N/A N/A 144/1192 N/A N/A 

 

Key Ratios  
IVA/Revenue  

(%) 

Imports/ 
Demand  

 

(%) 

Revenue per  
Employee  

 

($) 

Share of the  
Economy  

(%) 
2004 10.68 N/A N/A 332.71 7.65 1.87 25,443.68 0.05 
2005 9.42 N/A N/A 371.26 6.49 1.77 24,083.57 0.05 
2006 8.68 N/A N/A 396.67 5.83 1.75 23,142.61 0.05 
2007 8.57 N/A N/A 453.83 4.81 1.60 21,848.34 0.06 
2008 11.73 N/A N/A 391.88 6.43 1.89 25,197.31 0.09 
2009 9.51 N/A N/A 347.47 7.37 1.91 25,604.43 0.06 
2010 11.30 N/A N/A 352.55 6.97 1.86 24,566.22 0.08 
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2011 10.16 N/A N/A 369.92 6.74 1.83 24,934.10 0.07 
2012 9.99 N/A N/A 367.72 6.84 1.83 25,141.50 0.08 
2013 10.04 N/A N/A 375.46 6.74 1.80 25,302.02 0.08 
2014 10.22 N/A N/A 371.15 6.82 1.81 25,312.32 0.08 
2015 10.47 N/A N/A 361.98 6.97 1.79 25,237.86 0.08 
2016 10.50 N/A N/A 354.68 7.10 1.79 25,184.49 0.08 
2017 10.78 N/A N/A 344.06 7.28 1.74 25,062.66 0.08 
2018 12.62 N/A N/A 335.25 7.45 1.71 24,972.92 0.09 
Sector Rank 116/123 N/A N/A 34/123 97/123 115/123 63/123 15/123 
Economy Rank 1158/1192 N/A N/A 424/1192 1053/1192 1106/1191 989/1192 233/1192 
 

Figures are inflation-adjusted 2013 dollars. Rank refers to 2013 data. SOURCE: WWW.IBISWORLD.COM
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