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The e-commerce industry leverages digital information processing technology to facilitate trade in a wide range of products. The industry entails multiple products across the globe. The products and services are ubiquitous, rich in interactive graphics, videos, and animations. The services are interactive, with allowance for personalization and customization, and designed as per universal product and service standards (Hortaçsu, 2015). The industry serves customers across the globe which is enabled by the internet. Distribution is done through the coordination of a channel of industries. Too personalized are the services that clients can receive goods at any place of their choice.
As of 2019, e-commerce was responsible for $3.5 trillion sales and forecast indicate around $4.9 trillion by 2021(Terbeck, 2014). In the US it claims 10% of retail sales. Although most e-commerce companies have their headquarters in the US and American, content the industry is globalized. The industry grows tremendously. It has recorded growth by over 300% in the past few years. However, in 2020, there has been a decline of up to 5.9% of the profits in the US market alone which is attributable to the COVID-19 pandemic. The industry is very competitive since it keeps growing and is always very dynamic. Even among the top players like Amazon, eBay, Alibaba, Google, and Walmart the competition environment is always tense with daily innovation and different strategies.
Demand in the e-commerce industry is affected by various factors. The outcomes of e-commerce activities are affected by economic forces, as was evidenced by the 2007-2009 global economic crisis. Rising inflation decreases the marginal propensity of customers to spend reducing demand for goods and services. Low-interest rates encourage borrowing enabling consumers to have money at their disposal while high rates stifle money circulation and suppress demand. Low unemployment rates mean an increase in real income and more demand for e-commerce products. Population decrease decreases the number of consumers. Further the fact that millennials who are more inclined on technology form over 40% of the population, increases the demand for e-commerce services. Most products in the e-commerce industry are within the introduction and growth life-cycle stages which attract high demand. Currently, people work remotely, consumer tastes have changed with an increase in preference for unique personalized services which increases the demand for the products. Technological advancements improve the quality of goods and the demand too. Political instabilities and strains in international ties create a decline in demand. Consistent innovation, improved advertising mechanisms, digital marketing, and computer-monitored supply chains have increased demand due to the reliability and efficiency in service delivery. Within, the industry players use discounts, price decrements during company anniversaries, public holidays, and flexibility in payments to increase the demand for products and services, and maintain the market share (Sila, 2013).
The companies in the industry enjoy access to wide information and have leveraged on technology to assess market trends and consumer behavior hence maintain their products within the introduction and growth stage which are the most profitable. Consumers prefer either new products or already developing products. The companies have to continuously spend to advance and up-grade products tending to maturity and decline stages, intense advertisement, and excellent chain supply management which may include acquisitions of companies that increase efficiency.
Porter's five forces of competition include the threat of new entrants, threat of product substitution, bargaining power of customers, competitive rivalry, and bargaining power of suppliers (Shin, 2001). The E-commerce industry is very attractive, however, there are no significant barriers to the industry since most firms have adopted a diversification strategy of sell, and the products available to customers are not very differentiated. The rivalry is strong since there are many companies. It is fast-growing and products aren't much differentiated hence companies have to find ways to resolve this which is mostly through customer experience. The bargaining power of buyers is strong as they have a large propensity to substitute as a result of the wide range of options that the many players in the industry provide. On the other hand, the bargaining power of suppliers is low since the products in the industry are sold by many firms. For instance, books, CD's power is low, since the suppliers are many but for the software product market, the power is strong since some players like Microsoft have already claimed a great market share. Lastly, there are threats of substitute services and products since goods could be sold by companies within and outside the industry and this greatly increases the price elasticity of demand within the industry. 
Unlike traditional retailing, e-commerce costs are minimized by the fact that most of its operations are online. Cost on fixed costs such as rent is close to zero. The companies in the industry have decentralized operations that minimize the costs of labor. The operation costs which tally to around 20% are the most important components and include software and transaction platform which needs maintenance and updates. The other cost is shipping cost which takes about 7% and is often highly discounted. Also, industry is not labor-intensive. These factors increase the profit margin in the industry.
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