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1.EXECUTIVE SUMMARY

This report analyses American Express's approach to adopting and exploiting the Fintech
sector, using models and theories to demonstrate how the company achieved a competitive
advantage in the financial sector. In the first part, the author will provide an overview of the
determined subject, including the organization's background, goals, mission, etc. In the
second part, the author analyses American Express's strategic approach to the macro-
environment and micro-environment. To better understand the external characteristics
influencing American Express's strategic management approach, a macro-environment
analysis will be conducted using the PESTEL framework. This analysis provides insights
into the political, economic, social, technological, environmental, and legal factors that
impact the company. A micro-environment analysis is then performed using the industry
life cycle and Porter's Five Forces model to evaluate the competitive forces in the market
and the industry's growth prospects. The internal analysis of American Express evaluates
the company's strategic resources and abilities, which are critical in sustaining its
competitive advantage. Next, the value chain analysis is conducted to investigate primary
and secondary activities and identify possible areas for improvement. The VRIO analysis
of distinctive resources and abilities demonstrates the company's competitive advantage.
Finally, the SWOT analysis provides a comprehensive outline of the company's strengths,
weaknesses, opportunities, and threats, which are paramount in designing effective
strategies. The report determines strategies to support competitive advantage and offers
growth strategies based on the analysis. The Green strategy and Corporate Social
Responsibility (CSR) initiatives are also examined to research the company's
environmental social responsibility measures. Finally, the report concludes with
recommendations based on the analysis conducted. The recommendations concentrate on
improving client experience by investing in technology and partnerships with Fintech start-
ups, analyzing opportunities in emerging markets, and diversifying revenue streams to

mitigate risks.
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3.AMERICAN EXPRESS BACKGROUND

American Express (Amex) is a global financial services corporation that has significantly
extended the financial services industry over the past century. Established in 1850, Amex has
its headquarters in New York City. The business began as an express mail provider,
delivering packages, valuables and other goods(American Express Company,n.d.). Only in
the 19th century did business grow into the financial industry. The company has introduced
revolving credit cards, charge cards, and traveller's cheques, benefiting millions of
consumers globally. American Express's primordial contribution to the financial services
industry has been introducing innovative products and services. According to World's Most
Innovative Companies for 2023 ranking, American Express was classified as No. 1 on Fast
Company's annual list in the Personal Finance category(Harris,2023). In reaction to the
evolving financial services industry landscape, American Express has recently adjusted by
embracing financial technology, or fintech, to enhance its business offerings and better serve
its customers. According to Fintech News(2022), the company announced its intention to
broaden the scope of its research centre to explore the development of use cases for artificial
intelligence (Al), machine learning (ML), and natural language processing (NLP)
technologies. As of 2022, several key factors are significant for companies in terms of their
success and competitiveness:

coee

mn\ Human capital was the most crucial resource for AMEX in 2022; the total
number of employees globally was 7,300, a 20.78% increase from 2021 (Tikkanen, 2023).
The company (American Express,n.d) funds its people and promotes diversity, inclusion,
and collaboration by offering many benefits (health insurance and dental plans, free,
confidential counselling services, etc.).
X’ The market cap in 2022 the market cap was $110.40 B -an 11.32% decrease from

2021 (finance.yahoo.com,n.d.).

’a Strategic Management Key: Customer Service Experience ,Innovation and

Development .



3.1 COMPANY MISSION AND VISION

Mission: The AMEX mission is simple: "to become essential to customers by providing
differentiated products and services to help them achieve their aspirations"
(www.americanexpress.com, n.d.).

Vision: The AMEX is the leader in the financial services industry to" Provide the world's

best customer experience daily (www.americanexpress.com, n.d.).

4 MACRO-ENVIRONMENT ANALYSIS

Amex's ability to survive and prosper depends on choosing and implementing a good
strategy (Barney & Hesterly,2018). Therefore, to comprehend the company's competitive
circumstances and strategic opportunities, a comprehensive analysis of the macro-
environment in the financial services corporation industry in which it operates is vital. In
this section, the author will examine the external factors that influence the industry, such as
economic, political, technological, social, and environmental trends using the PESTEL
matrix. According to the Corporate Financial Institution(2023) combined, the six PESTEL

factors can profoundly impact firms' risks and opportunities.

Factor Description

Political American Express is heavily exploited by political factors, such
as transformations in government policies, regulation, trade
agreements, tax lows, and global political results is regulated,
supervised and examined by the Office of the Comptroller of
the Currency (sec. gov,2017).

Operating in a rigorous sector that the Governmental

Supervision regulates, the company must support additional

regulatory compliance costs. Moreover, economic growth and

global trading can influence American Express trade

agreements.



Economic Economic characteristics such as interest rates, inflation rates,
and economic growth can significantly impact American
Express's business. As a financial services business, American
Express is particularly exposed to changes in interest rates, which
can affect the cost of borrowing and the demand for credit cards.
In 2022, AMEX announced increasing interest rates for UK
consumers' credit cards (Hickey, 2022). Inflation can also affect
customer purchasing power and demand for American Express's
products and services. Finally, economic growth, particularly in
emerging markets, presents opportunities for American Express

to expand its business and reach new customers.

Social American Express is also affected by social factors, such as
changes in consumer behaviour, demographics, and cultural
norms, has transformed consumer and business behaviours
(Rybaczewska & Sparks, 2021). The growing popularity of e-
commerce and mobile payments may lead to declining demand
for traditional credit card services. In addition, changes in
demographics, such as an ageing population or increasing
diversity, can also impact the types of products and services that
American Express offers.Cultural norms and values may affect
how American Express markets its products and services,

particularly in international markets.

Technological Technological factors, such as advancements in payment

technologies, data security, and mobile applications, have a
significant impact on American Express's business. American
Express operates in a highly competitive industry and must
maintain pace with technological developments to remain

competitive.




Technological Data security is also a critical concern for the company, given the
sensitive financial information that it handles.The increasing use
of mobile devices for financial transactions presents
opportunities for American Express to expand its mobile
offerings and reach new customers. According to the Alan Turing
Institution, artificial intelligence plays a central role in the
current processes of technological change in financial services
(Ostmann & Dorobantu,2021).

Environmental Environmental factors as climate change, natural disasters, and
sustainability initiatives can impact American Express's business.
Climate change can affect the availability of natural resources,
which can impact the cost of doing business for American
Express and its customers. Natural disasters like hurricanes or
wildfires can disrupt business operations and impact the bottom
line. Additionally, sustainability initiatives can impact how
American Express conducts its business, particularly energy use

and waste management (American express. com,n.d.).

American Express is affected by legal factors such as consumer
protection laws, intellectual property rights, and anti-trust
regulations. The company must comply with various consumer
protection laws, such as the Fair Credit Reporting Act (Black,

2021) and the Truth in Lending Act. Given its brand's and

trademark's value, intellectual property rights are essential for

American Express. Finally, anti-trust regulations can impact how
American Express operates in the financial services industry and

may limit its ability to merge with or acquire other companies.




The financial sector is very dynamic, and American Express must be open to
challenges to its atmosphere of political, economic, social, technological,
environmental, and legal factors in order to provide decision-makers with the insight
and analysis needed to make better, more strategic business decisions (IBIS Wolrd
Research,2020). According to the PESTEL Analysis, AMEX can exploit economic
growth and technological development, representing an opportunity (American
Express,n.d.); the potential to grow its business and reach new customers, particularly
in emerging markets. Moreover, keeping pace with new technological payment
methods (European Central Bank, 2022), The Economic and Technological factors
represent an opportunity for the company. AMEX can exploit economic growth and
technological development (American Express,n.d.), the potential to grow its business
and reach new customers, particularly in emerging markets. Moreover, keeping pace
with new technological payment methods (European Central Bank, 2022), using Al,
Fintech and fast payments are only a few characteristics of AMEX's competitive
advantage in the fast-peace industry.

However, on the other hand, the company must be aware of the possible threats
emerging from social and political factors. In 2023 significant banks filed for
bankruptcy because of a history of poor management going back many years(Sky
News,2023), and the Federal Reserve Board is closely monitoring the big players in
the financial sector. Nonetheless, cultural norms and demographic changes can be a
barrier for the ageing population, which is still using the traditional to adopt the new
changes in the financial sector. The Environmental factor represents a mix of
limitations and opportunities. For example, while natural disasters represent a threat,

sustainability initiatives represent an opportunity.



5. Micro-Environment Analysis

In order to remain competitive, AMEX must execute a micro-environment to analyze the
industry in order to remain competitive. A micro-environment examination assesses the
internal factors impacting a firm's operations, such as its competitors, consumers, suppliers,
and stakeholders. The author will use the Industry Life Cycle and Porter's Five Forces
Analysis methods in this section. The consumers are essential for American Express being
the lifeblood; the company has diverse customers as corporations, SMEs and individuals,
and the company must invest heavily in customer service. According to the University of
Cape Town(n.d), synergy must be created between the various departments in a company,
by which the collective effort of working together creates a more significant impact to
maintain customer loyalty.

5.1 Industry Life Cycle

According to Levitt (1965), the life story of most successful products is a history of their
passing through a particular recognizable stage.Various researchers developed the theory
over time; in 1966, Raymond \ernon suggested the life cycle framework.\Vernon's
approach recommended that products go via a life cycle of three stages: innovation,
growth, and maturity. However, in the 1970s, Philip Kotler and Theodore Levitt propose
the fourth stage, "the decline stage".Since then, was accepted as a fundamental tool in
strategic management. Even in the 21st century, companies use the framework to guide
their sales strategies, marketing and product development. AMEX has implemented the
PLC technique to navigate its product strategy as a firm that offers a lifespan. In the
following section, the author will use the PLC framework to develop or improve new

products. Please see Product Life Cycle below.

The 4 Life Cycle Stages and their Marketing Implications

Introduction Growth Maturity Decline

A
Shake-out

Saturation

-

Time

Figure No?? Product Life Cycle (zhang,2019)

10



Introduction ~ During the introduction stage, AMEX presents a new product. The
business's marketing team heavily finances advertising and promotions
to build awareness and generate curiosity about the product. The
company may also propose incentives and discounts to promote earlier
adoption. In this stage, AMEX aims to establish the product's brand

identity and build a positive appearance in customers' minds.

Once the product or service achieves acceptance in the market, it enters
the growth stage. In this stage, AMEX concentrates on developing the
product's market share and growing sales. In addition, the firm
sponsors new distribution channels and explores opportunities to reach

new segments of customers. AMEX may also introduce new features or

371111 NOILVIN3IS3Idd

services to differentiate the product from competitors.

Maturity As the service or product matures, the growth rate slows, and AMEX
focuses on preserving market share and maximizing profits. The
business may lower promotional spending and focus on improving
product or service quality and customer service. AMEX may also
consider decreasing the product's price to attract price-sensitive

customers.

‘1T AVW

Decline The product eventually enters the drop stage as it evolves less suitable

XX0¢T

to customers or new technology or replacements appear. AMEX may
phase out the development or discontinue it together at this stage. The
company may also consider suggesting the product or service at a

discounted price or repurposing it for a new market.

The product Life Cycle Method helps the management team to make informed decisions on
a product and a service journey. AMEX need to understand, and not sub-estimate, the
importance of understanding the stages of a product or a service. Another advantage is the
anticipation of the changes in the market and the adoption of the changes. However, this

method has some limitations. The method represents a linear progression product lifecycle

starting with the introduction and ending with the decline. However, the companies during

the activity are experiencing some oscillations and can change the trajectory. Another



The method represents a linear progression product lifecycle starting with the introduction
and ending with the decline. However, the companies during the activity are experiencing
some oscillations and can change the trajectory. Another limitation is the negligence of the
significance of external factors such as technology development, market competition, and
changing consumer behaviour. The framework can be expanded by including the

"extension line" (see figure below).

Decline or

Introduction Growth Maturity Extension

Figure No??? Product Life-Cycle adapted and extended.NCFE,n.d).

The extension stage concerns transforming the product, enhancing its characteristics or
quality, or presenting it to new markets. Although, in this way, the business can extend the
products or services' life, it is essential to identify its constraints and adjust them to suit

precise market requirements and business goals.
Porter Five Forces

The five forces framework was coined by Harvard Business School Professor Michael
Porter and was published for the first time in the Harvard Business Review in
1979(Bruijl,2018), Porter's Industry Five Forces Analysis is an instrument that permits
businesses to understand their industry's competitive atmosphere and the characteristics

that affect profitability.
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Comprehending the powers that constitute industry competition can help AMEX make

informed strategic decisions to maintain its market position and achieve sustainable

growth. Being one of the biggest payment card issuers, the company face intense

competition from other companies in the same industry ( Mastercard, Visa, etc.). Therefore,

by making an informed decision to maintain its position in the market and achieve

sustainable growth, the company benefits from Porter's Five Forces technique.

The threat of New Entrants: Being in a highly regulated sector, the barrier to the new
entrance into the market could be higher. Gaining market share in the financial sector
services such as AMEX is very hard because of the company's reputation and loyal
customer base, with makes the threat of entrance even low. The company's network

makes the entrance challenging.

Bargaining Power of Suppliers: The relationship between the suppliers and the AMEX
can influence the bargaining power of suppliers. However, the company's reputation and
size can be an opportunity and increase negotiation power. The company are reducing the
bargaining supplier power by leveraging its scale and continuing contracts. The power of

bargaining suppliers is moderate.

Bargaining Power of Buyers: AMEX's customers include consumers and businesses
using its financial products and services. Providing financial services to the customer is
primordial for the company, and the company doesn't need to underestimate the
bargaining power of buyers. The unique rewards programs that the company is providing
are increasing the brand reputation. The power of buyers is moderated because of the

alternatives available in the market.

The threat of Substitutes: The threat of substitutes is low for AMEX; providing various
services with attractive offers for customers creates a barrier for competitors to substitute

or replace the offers of American Express.

The Intensity of Rivalry: Competitors such as Visa, Mastercard and Discover Card
represent a barrier for AMEX. However, the company is concentrating on corporate
customers and high-value individual clients that reduce the intensity of rivalry. A
successful rewards program and network influence the company, increasing brand

awareness over the competitors.
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American Express is a unique company, but its future is hard to predict since the financial
landscape is changing(Brodersen,2018). Operating in a moderately competitive
environment, the company must identify where power lies. Following the result, American
Express performs in a moderately competitive environment with low threats from new
entrants/ substitutes, moderate bargaining power of suppliers/buyers, and moderate
intensity of rivalry. The primary advantage of using the Five Forces Analysis in the context
of AMEX is emphasizing the essence of companies' brand reputation and individual
rewards programs as sources of competitive advantage. It also underlines the demand for
the company to persist in innovating and acclimating to transformations in customer

choices.

Nevertheless, the PFF needs to analyze the competitive environment in which AMEX
performs comprehensively. The regulatory changes and the technological innovation
impact represent the external factor that the framework doesn't consider. Moreover, the
probable effect of blockchain and cryptocurrencies in emerging payment technology is not
considered when the financial services sector is overgrowing. In conclusion, a framework
helps analyze the competitive environment in which a business performs. However, it is
essential to assess its limitations and use it with other analytical tools to comprehensively
analyze a company's competitive environment. According to Isabelle et al.(2020),
innovativeness was considered an internal factor leading to a competitive advantage in
earlier years. Still, it now felt like a vital external factor among forces driving industry
competition (Bruijl, 2018). For AMEX, Porter's Five Forces supply practical
understandings of the competitive landscape but must be integrated with other theories to

deliver a comprehensive analysis.
6.INTERNAL ALAYSIS

An internal analysis is vital to a company's comprehensive strategic planning process. It is
an activity to document a company's resources, strengths, and weaknesses. Understanding
and evaluating a corporation's resources is a prerequisite to identifying and developing
strategies (Appalayya,2015). This section concentrates on American Express's strategic
resources and capabilities, which have been instrumental in the organisation's success. The
author aims to demonstrate how the firm has developed a sustainable competitive

advantage over its rivals.
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Moreover, the internal analysis will allow identifying areas where the business can improve
its competitive position by leveraging its capabilities and available resources.So how can
the company gain long-term success in the vibrant and competitive financial services

industry?
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