
Matt Deline 1 
E-Commerce Group Wiki 

Market Competition 

In addition to economic efficiency, employment, and consumer benefits and protection, 

ecommerce affects society and the individual in the online marketplace in three major ways. 

Ecommerce has inherent advantages over retail sales in price, convenience, and availability 

(both in quantity and selection). Despite these advantages ecommerce accounted for only 3 

percent of total retail sales in 2006 (Mehring). If that number seems small, consider the fact 

that online sales raked in $108 billion in sales in 2006, and are estimated to collect $129 billion 

in sales in 2007. Online auction sites like eBay.com are not included in these figures. 

Online retailers are able to keep costs down by buying products in large quantities and 

by eliminating the upkeep of physical retail space and other costs associated with operating a 

retail store. Because many online stores have the same basic framework available to them, 

competition is fierce as many sites fight to drive costs down in order to stay afloat. This 

competition is excellent for the consumer, but problematic for businesses. This is why, like the 

retail marketplace, many new shops are opening and closing their doors at an alarming rate. 

Large etailers such as Amazon.com, Buy.com, and Wal-Mart.com have a stranglehold on pricing 

by exploiting the advantages ecommerce is based upon. 

Consumers choose to spend their money online not only because of cheaper prices, but 

also because of the convenience that they provide.  The majority of online shoppers are young 

families and professionally active individuals who are more likely to appreciate the time saved 

by shopping online (Virtual shopping).  In addition, many online shops are developing systems 

to provide live customer support and sales assistance (Johnson). The main disadvantage of 



Matt Deline 2 
E-Commerce Group Wiki 

online shopping is the inability to provide an immediate sample of most products. You can’t try 

on a shirt, a new dress, or a helmet while shopping online. In this case, retail stores still have 

the advantage; however most companies offer a free to low-cost returns and exchange policy. 

Because of this, many consumers are more than willing to take that risk in order to buy 

products at much lower prices. 

The third and perhaps greatest advantage of ecommerce in the marketplace is its nearly 

limitless availability of products. Because online retailers do not have to contend with the 

difficulties of organizing and supplying shelf space, etailers are able to present and stock any 

amount of product they wish to sell. Provided the manufacturer or distributor can supply the 

product and there is enough holding area to store the products until they are sold. This is 

related to price because product can be bought cheaper in larger quantities. It is also related to 

convenience, as most products that might sell out in a retail chain can be found somewhere 

online. In addition to the vast quantities of products available in online shops, the selection of 

products across the internet as a whole far outpaces the availability present in individual retail 

stores. Many products do not even have to be sold in an online “store”. Millions of products are 

available on auction sites that can’t be found easily anywhere else. Independent sellers have a 

far greater number of potential buyers on the internet, and every product can be found and 

bought without leaving home. Thus availability is the strength of ecommerce’s influence on 

market competition. 

In effect, ecommerce impacts society through its strength as a market competitor and 

its unique advantages for both the individual and businesses. Though it currently holds only a 
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small percentage of total retail sales, the market share is expected to reach 4.3 percent of total 

sales by the year 2010 (Mehring). An estimated 211.4 billion dollars are spent online annually 

across all markets (including travel, auction sites, event tickets and services) (Johnson). And in 

many developed countries including the US, Germany, Switzerland and Japan, more than half 

the population prefers to shop online (Virtual shopping). In Saudi Arabia, its people fight for the 

ability to compete in the ecommerce marketplace (Shetty). In an increasingly global society, the 

social impacts of market competition provided by ecommerce are unmistakably epic in scope.  
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