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So Alibaba at last seems to be heading
for a public listing, though this w i l l not
happen immediately. An Alibaba I P O
could be even bigger than Facebook's (see
box on next page). But w i t h luck, it w i l l not
be as stormy.
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arate division to pursue e-commerce.
Other problems, though under control
today, may blow up in the future. Alibaba's
costs are rising as it invests to fight off r i vals. Mr Ma has said he w i l l spend several
billion dollars to improve logistics. Among
other things, this w i l l help defend Taobao,
an Alibaba subsidiary that dominates online shopping in China. The platform,
which somewhat resembles eBay, has
been blacklisted by the United States Trade
Representative's office as a notorious market for counterfeit goods. Alibaba has
worked hard to clean up the site, but not
hard enough. It has yet to persuade the
Americans to remove it from their list.
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That w i l l come as a relief to shareholders on both sides. Jack Ma, Alibaba's
feisty boss (pictured), has been keen to unshackle his company from Yahoo! so that it
can pursue a stockmarket flotation. And
Yahoo!, which has been shedding bosses
like dandruff as it struggles to turn itself
round, is keen to appease its long-suffering
investors by returning cash to them.
The deal w i l l help the firms to achieve
both goals. In a first step, Yahoo! is selling
half of its roughly 40% stake in Alibaba in
return for $6.3 billion in cash and $8oom of
freshly minted shares in the Chinese firm.
After tax, it w i l l trouser $4.2 billion; call it
Alimony. Later, Yahoo! w i l l sell another
10% of the company as part of an initial
public offering ( I P O ) of Alibaba, whose ecommerce website, Alibaba.com, is already listed in Hong Kong but is being taken private. Yahoo! w i l l then be free to sell
its remaining 10% whenever it chooses.
Yahoo! executives have already said
that most or all of the money from the first
step of the divorce plan w i l l go to its shareholders. The deal w i l l have other benefits
too. Exchanging airborne crockery w i t h
Alibaba wasted lots of managers' time—
and especially that of Scott Thompson,
who recently stood d o w n as chief executive after it emerged that he had not earned
a computer-science degree listed on his
c v . Ross Levinsohn, Yahool's interim boss,
w i l l n o w be able to devote more energy to
promising new areas such as online video
and to adding fresh features such as the
Axis browser launched on May 23rd.

Alibaba's Mr Ma w i l l also have a freer
hand. Yahoo! has agreed to give up its
rights to an unfilled fifth board seat at Alibaba. It has also agreed that it and Japan's
Softbank w i l l reduce their combined voting rights to 49.9% immediately. At the
same time, the deal makes it clear that Yahooi's obligation to hold on to a tenth of
Alibaba's stock to sell as part of the Chinese firm's hypothetical I P O expires by the
end of 2015. That is a powerful incentive for
Mr Ma to act fast.
Another reason for h i m to float his firm
soon is that Alibaba, which has seen a
spectacular rise to the top of China's ecommerce league table, may have to deal
w i t h powerful new rivals in the coming
years. 36obuy and Dangdang, well-funded
local competitors, are gaining ground. An
even bigger threat may come from Tencent,
China's biggest gaming and social-networking outfit, which plans to set up a sep-
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HE term "frenemies" could have been
invented to describe the seven-year relationship between Yahoo! and Alibaba.
The alliance between the American internet company and the Chinese e-commerce
behemoth, sealed by a $1 billion stake that
Yahoo! took in Alibaba in 2005, was supposed to be a match made in heaven.
Yahoo! offered American cash and
technology, plus a Taiwanese-born boss,
Jerry Yang, w h o had already inspired other
Chinese internet entrepreneurs. Alibaba
offered access to what was then the
world's biggest untapped market for ecommerce. Alas, the t w o firms were soon
throwing plates at each other. They bickered over everything from censorship to
the spin-off of Alibaba's online-payments
business, Alipay. After more than a year of
haggling, they announced a deal on May
20th that w i l l see them separate more or
less amicably.
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Fonte: The Economist, London, v. 403, n. 8786, p. 65, 26 May/ 1 Jun. 2012.

