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Global Business Environment (2)-: Amazon Case


The year 2020 has been one of the most challenging for the business organizations, individuals and even governments as they have been forced to make drastic changes to survive the pandemic. The pandemic has been spreading at an alarming rate, affecting the general health of the population and bringing economic activities close to a standstill. During the national lockdowns, as an effort to control the spread of the virus, most governments across the world imposed strict restrictions of movements that affected business operations (Donthu and Gustafsson 2020). Most people have lost their jobs as corporations are closing their operations due to the global economic crisis. However, despite the challenges most organizations are facing, some companies have recorded major improvements in their market performance and revenue generation. The difference in such organizations can be linked to their ability to make drastic changes to accommodate the challenges presented by the pandemic and devise lasting solutions. With regard to Amazon.com, one of the multinational corporations that have made a great fortune during the pandemic, this essay evaluates the internal and external forces surrounding the company’s operation and their effect on its current business operations. From the critical analysis of the recent changes by the company, the essay further explains the extent to which such changes are sustainable in the future. 
Amazon.com Inc. is an American multinational technology corporation that focuses its main operations on cloud computing, e-commerce, artificial intelligence and digital streaming. The company is currently considered among the US’s Big Five corporations and one of the leading online retailers in the world (Amazon.com, Inc. 2021). As the pioneer in the area of online retailing, the company was formed in the early 1990s as an online book retailer and has expanded drastically over the years to become the globe’s largest selection of numerous goods and services, including books, videos, CDs, electronics, tools, toys, housewares, home furnishings, kitchen gadgets and others. Jeff Bezos, the company’s founder and CEO is currently the world’s wealthiest individual, having accumulated around $185 billion in the course of his active years within the corporate world (Amazon.com, Inc. 2021). The company’s recent success has been seen in its drastic growth during the Covid-19 pandemic when other companies are facing pressing challenges that threaten their sustainability and existence. 
According to the illustration by Semuels (2020), the coronavirus pandemic has not only killed millions of people across the world while affecting their health, rather it has almost killed the global economy, bringing giant players to their knees while bringing to standstill major operations within the global market. Some sectors, like the aviation and tourism and hospitality among others, have been hit badly by the pandemic. Such devastations have affected the lives of most people following the massive layoffs from their previous employments. Governments have lost much of their revenues through mass testing, control and treatment of the infections (Semuels 2020). On the contrast, Amazon, with its recently developed strategy that focuses on the endless selection and drives to deliver low prices and convenience, has become an essential service and default retailer for millions of consumers across the world, thus amassing huge revenues and marketing expansion during the pandemic. The growth of the company during the pandemic, which is quite a different case from other multinational corporations, can be well illustrated by conducted situational analysis, using models, like the PESTLE and Porter’s five forces, to determine the external forces that affected the business, especially during the on-going pandemic. 
Amazon’s PESTLE Analysis
PESTLE Analysis is an analytical tool that evaluates the political, economic, social, technological, environmental and legal forces that affect businesses. These factors, therefore describe the external environments that are likely to interfere with the key organization’s operations.
Political factors 
Given that Amazon is drastically expanding its operations into different markets globally, both through an online platform and using the physical store, like in grocery sector; it is likely to be affected by the different political and legal atmosphere in different countries. One of the political factors that are believed to impact Amazon is the trade protectionism within the US market. As per the illustration by Greenspan (2019), the Trump administration is threatening the existence of the foreign corporations within the local market, giving local corporations, like Amazon, the market advantage to dominate the wide US retail market. 
 The other political factor is that following the Brexit, the USA and the UK governments are likely to revise their trade agreements which will most likely affect the way American companies like Amazon undertake their foreign operations (Greenspan 2019). Amazon is also forced to abide by global regulations and laws in each market, especially when it comes to health measures and labour laws. 
Economic factors of Amazon
There are a number of economic factors that affect Amazon's recent business operations. For instance, even though there have been claims that the application of technology by the company for most performance has rendered most people jobless, recent reports have shown that the company has been among the organizations that have created the largest number of employees across the globe (Greenspan 2019). For instance, while other companies have been reducing the workforces their employees due to financial challenges, Amazon has accumulated enough revenue and growth thus employing more employees rather than firing them. 
The globalized business world has resulted in stock market uncertainty. In that case, Amazon's recent expansion into the grocery sector has heightened the uncertainty, with competitors, like Wal-Mart facing a drastic decline in their annual revenues. 
Socio-cultural factor
As an organization dealing directly with the consumers, offering products and services for their survival, Amazon has been affected by a number of socio-cultural factors. One of such factors is the on-going campaigns against unhealthy eating behaviours and lifestyles. These campaigns have forced most retailers, like the Amazon, to change their business models, concentrating more on selling health food staffs and drinks and physical exercise equipment. 
Technological factors
Technological development is at the centre of Amazon's business growth and expansion. The company, being an online retailer, depends on digital technologies for its major operations. As per the illustration by Palmer (2020), Amazon has increasingly developed high levels of technologies to improve its distribution channel and logistic to reach out to millions of customers globally. Its ability to expand to all corners of the world has been aided by the drastic technological developments that enable individual consumers to access and purchase products and services through online platforms. The other key technological factor that has affected Amazon's business operations is a recent investment in research and development, which enables become a leader when it comes to innovation and technological advancements. 
Environmental factors
With the increasingly adverse impacts from environmental disasters, like draughts and floods, governments across the world are pressuring businesses to curb their greenhouse gasses emissions to prevent further environmental pollution (Greenspan 2019). This has forced Amazon to invest in varying Corporate Social Responsibility to take part in the formation of the eco-friendly business world.
Legal factors
Globally, governments and other agencies are increasing pressure on giant business organizations to risk assess their operations to ensure legal compliance. Currently, Amazon is under assessment for its major operations in different countries. For instance, in France, the company is under investigation for selling non-essential items within the market (Frue 2018). On the other hand, the company is fined for selling services and products to consumers in sanctioned countries. The company’s CEO has been summoned by the US Congress pending the ongoing investigation on the unethical business practices during the coronavirus pandemic. 
From the PESTLE analysis above, it is clear that Amazon has faced some external forces that have influenced its business changes. For instance, the economic trends during the pandemic, strict regulations and ethical practices, global political temperatures and the changes of the international consumer behaviours have impacted how the company undertakes its major operations. These factors are the ones that have influenced the company’s recent business changes to accommodate the challenges presented by the pandemic. To further understand such factors we can use Porter’s five forces



Amazon’s Porter’s Five Forces
The five forces, including competitive rivalry, bargaining power of customers, bargaining power of suppliers, the threat of substitutes, and threats of new entrants define the competitive scale of the company. 
The competitive rivalry of Amazon (Strong)
Amazon is facing tough competition from another giant online retailer like Alibaba, and other players like Wal-Mart and others (Greenspan 2019). Components such as the low switching costs within the industry, high aggressiveness of players and high availability of substitutes define the strong competitive force for the company. 
Bargaining power of consumers (strong force)
Amazon is operating in a sector where customers have high bargaining power, which gives them more influence on how businesses undertake their operations including setting prices. This is influenced by low switching costs for the customers from one brand to the other, high quality of market information and availability of substitutes. 
Bargaining power of suppliers (moderate force)
Suppliers determine the availability of raw materials within an industry. The influence of suppliers in the online retail industry is considered low due to the small population of suppliers, moderate size of individual suppliers and moderate forward integration (Greenspan 2019). 
The threat of substitutes (Strong force)
There are numerous products or services that act as substitutes within the online retail market thus a strong threat to the companies, like Amazon (Greenspan 2019). The high availability of substitutes, low switching costs by the consumers from one to the other and low prices of such substitutes define the force. 

The threat of new entrants (weak force)
Companies, like Amazon, operating within the online retail industry face a weak threat from new entry. This is due to low switching costs, high costs of brand development and high economies of scale. 
Analysis of Amazon’s recent changes
From the PESTLE analysis and Porter’s Five Forces, it is clear that Amazon is operating within a highly volatile sector, with high levels of market competition and strict political and legal environments, tough economic challenges following the current pandemic, drastic changes in the consumption behaviours and patterns, and increasing need for technological advancements. With such external environments confronting the business, Amazon has adopted a number of changes, which can be associated with its recent performance (Dumaine 2020). One of the major changes the company made following the pandemic was to expand its production capacity and distribution channel. The company’s leaders started investing more on hiring more employees and training them as well as improving on its digital infrastructures to allow massive transactions. The company hired 175,000 employees in addition to its current workforce. The rapid expansion and mobilization have paid off as the company has managed to bring in $75.4 billion in revenue, a 26% increase from the year 2019 (Dumaine 2020). This change did not come without some challenges as most employees protested for what they believed was lack of protective measures during the pandemic. The company also tried to venture into the grocery sector, competing with giants like Wal-Mart.
Amazon’s changes might have earned it a huge increase in revenue and profit generation, but based on the current industrial factors, the changes might not be sustainable in the coming years. Employing a huge number of employees during the pandemic was a wise move as it allowed the company to meet the increasing market demand, but with the recent discovery of vaccine the pandemic might come to an end soon thus bringing the retail industry back to its normal (Fernandes 2020). This will enable the struggling retailers to get back into the business thus reducing the customer base of Amazon. With such a change, Amazon will be left with huge labour costs, in terms of paying employees their salaries even when the company's sales will be declining. There might be cases of worldwide demonstration, with employees demanding better pay. This is a possible prediction even though not factual. On the other hand, as per the information presented in Porter's Five Forces analysis, the online retail market is highly competitive, with strong competitive rivalry, and the threat of substitutes, this is likely to affect Amazon's effort to venture into the grocery sector. 
As per the illustration in the essay, it is clear that the current coronavirus pandemic has presented numerous challenges to most multinational corporations. However, which other businesses are closing their doors due to such challenges; Amazon has expanded its market share and revenue more than any other year in 2020. Such success can be associated with its drastic changes, including venturing into the grocery sector and expanding its workforce and global distribution channel. While such changes have resulted in immediate benefits, they might not be sustainable in the future. As a recommendation, therefore, Amazon should concentrate on building its brand image as a global online retailer instead of trying to venture into other areas like the grocery sector where there are well-known and dominating brands already. Also, the company should invest more in achieving employees’ needs to avoid resistance and internal conflict. 
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