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[bookmark: _Toc224946632]Introduction	
The e-commerce industry of the world is among the most rapidly growing businesses of the twenty-first century. Combining two overlapping macro-environmental forces, the accelerated adoption of artificial intelligence (AI) and the persistence of an inflating economic pressure, retail is structurally evolving to redefine competitive areas and consumer behaviour. It is imperative to understand these forces as the key to successful strategic marketing management (Kotler and Keller, 2016).
This report is a critical analysis of the macro marketing environment within the e-commerce sector, where the first player in the market is Amazon, and the second one is Walmart as a tactical follower. By utilising a Technological and an economic macro-environmental actor, it analyses opportunities and threats that each organisation encounters and then analyzes the strategy of each firm using the Generic Strategies of Porter (1980) and the Growth Matrix of Ansoff (1957).
[bookmark: _Toc224946633]Organisational Background: Pioneer and Follower
Amazon was established in 1994 as the first digital-first modern e-commerce company with customer obsession and technological innovation as its core values and components (Kotler and Keller, 2016). It controlled about 40.4% of the e-commerce market share within the US (SellerApp, 2026) with net sales of about $180.2 billion in Q3 2025, a 13% increase from the previous year, and AWS's annual value of 108 billion dollars (FinancialContent, 2025). Its dominant competitive position is shown in Figure 1.
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Figure 1: US E-Commerce Market Share by Retailer (2024); Source: eMarketer, cited in SellerApp (2026)
Walmart, a physical discount retailer that was founded in 1962, initially underestimated online commerce (PDMG, 2025). Walmart reinvented itself as a competitive force with the acquisition of Jet.com in 2016 through the 3.3 billion acquisition and the continued investment in the digital world. In FY2025, it recorded a total revenue of 681 billion with e-commerce contributing 18% of the global sales after four consecutive quarters of 20% expansion (Grocerydopppio, 2025). Its online groceries share of 32 percent is higher than that of Amazon in 22.6 percent in the category (Incrementumdigital, 2025).
[bookmark: _Toc224946634]Macro Marketing Environment Analysis (Task 1)
Macro marketing environment refers to the general external influences that cannot be controlled by managers (Kotler and Keller, 2016). This report analyses one of the Technological factors, increase in AI, and one Economic factor, inflationary pressure, as the most strategically important forces influencing global e-commerce in 2024-2025, as analysed through the PESTLE framework. An overview of the PESTLE is given in Table 1 on a contextual basis.

Table 1: PESTLE Macro-Environmental Summary — Amazon and Walmart
	Factor
	Macro Actor
	Amazon (Pioneer)
	Walmart (Follower)

	Technological (Section 3.1)
	Rise of AI & Generative AI
	Rufus (250M+ users, +60% conversion); Bedrock 4.7× growth; Nova models; Trainium silicon
	"My Assistant" GenAI (2.1M staff); Element AI; Sparky AI; AR 10× adoption increase

	Economic (Section 3.2)
	Inflationary Pressure & Value-Seeking Behaviour
	Q1 2025 growth 9%, near inflation floor; grocery share up to 2.7%; Prime bundles value
	EDLP gains $150K+ income trade-down shoppers; grocery share 32%; Walmart+ growing

	Political / Legal (Context)
	Platform Regulation & Tariffs
	$2.5B FTC settlement (Q3 2025); antitrust scrutiny; tariff exposure on Chinese goods
	Lower antitrust risk: 19-country supply chain partially shields tariff impact

	Social / Cultural (Context)
	Value-Conscious Consumer Shift
	Gaining affluent trade-down customers, grocery market share rising, Prime loyalty strong
	High-income shoppers ($150K+) newly choosing Walmart; 83% US parents report financial stress


Source: (Financial Content, 2025)

[bookmark: _Toc224946635]Technological Factor: The Rise of Artificial Intelligence and Generative AI
The most transformative macro-technological force that has changed the world's e-commerce is artificial intelligence. It was discovered that in 2024, 78% of organisations used AI in at least one business area, and generative AI usage increased more than twice to 71% (Articsledge, 2025). In the retail case, 53% of business leaders predict that AI will make the biggest contribution to customer intelligence (Articsledge, 2025). This change of rule-based systems to huge language models generates significant opportunities for the first movers and a significant threat to the laggards.
[bookmark: _Toc224946636]Amazon (Pioneer) Opportunities and Threats.
In the case of Amazon, AI enhances its first-mover advantage structurally. Its Rufus shopping assistant, which serves more than 250 million customers with a 60% greater conversion rate, is expected to add 10 billion incremental annualised sales (IT Brew, 2025). The number of customers of Amazon Bedrock increased 4.7 times in 2024 (Nasdaq, 2025), and proprietary Trainium3 and Inferentia chips lessen a reliance on GPUs, decreasing the price of AWS infrastructure (FinancialContent, 2025). Nevertheless, AI functionality can be publicly compared, and even those followers who have considerable resources are able to bridge the gap, and quick deployment can jeopardize consumer confidence in the case of mistakes committed by personalisation systems.
[bookmark: _Toc224946637]Walmart (Follower) Opportunities and Threats.
In the case of Walmart, AI is an opportunity that can help it bridge its digital divide and enhance its operational cost base. The concept of Adaptive Retail is to merge AI, Generative AI, and Augmented Reality, which has resulted in a 10x growth in AR customer adoption (Walmart, 2024). Pactum AI negotiation chatbot has negotiated supplier contracts at 68% success with a 3% average savings in cost and 4 times ROI, whereas the ML-driven route optimisation has saved 30 million driving miles (Articsledge, 2025). However, AI applications at Walmart are still imitative in nature; as the revenue of Amazon AI increases in triple-digit percentages (Nasdaq, 2025), Walmart needs to invest constantly to prevent increasing the gap in capabilities.
[bookmark: _Toc224946638]Economic Factor: Inflationary Pressure and Shifting Consumer Spending
The second macro-environmental force is the cyclical inflationary pressure that is transforming consumer spending behaviour in the world. The US inflation level was continuously at 2.7 to 3.0% until 2024 to 2025 (Cello Square, 2025). Customers are more focused on value instead of discretionary goods, are squeezing the household budget, and are engaged in quantifiable trading down to less expensive retailers (Consumer Edge, 2025). Inflation is one of the greatest external forces that affects competitive strategy and price power for both Amazon and Walmart during this era. The economic effects of the two retailers are displayed in Figure 2.
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Figure 2: Economic Factor, Inflation Impact on Retailer Growth & Consumer Spending Behaviour (2024–25). Sources: PYMNTS (2025)
[bookmark: _Toc224946639]Opportunities and Threats for Amazon (Pioneer)
Inflation presents a twofold dynamic to Amazon. With a shift to trade-down purchases, Amazon's consumer infrastructure of price-comparisons, Subscribe and Save program, and Prime membership, where convenience is paired with value appeal to low-revenue shoppers of all incomes. The share of its food and beverage in the total US market increased by 2.3% to 2.7% in 2024 (PYMNTS, 2025) and competed with Walmart in its grocery stronghold. Consumer Edge (2025) discovered that even the most affluent shoppers of high income (more than 150,000 a year) prefer to make purchases on Amazon at a cost. Inflation, however, undermines the discretionary demand, which is the core of Amazon. The weakest Q1 2025 growth rates in both Amazon and Walmart (3.7% and 3.2% respectively) were barely higher than inflation, and both companies only indicate stagnant unit sales (PYMNTS, 2025). Amazon also experienced a reduction in the Q1 2025 revenue, which is lower than the analyst expectations, because of the dampening discretionary demand, and commentary by the CFO indicated tariff-related pricing risk on goods sourced in China (PYMNTS, 2025).
[bookmark: _Toc224946640]Opportunities and Threats of Walmart (Follower)
The most strategic opportunity that can be identified in this period is inflation at Walmart. The philosophy of its Everyday Low Prices (EDLP) proves to be dramatically more pertinent in the conditions of the long-term consumer price sensitivity (Chugz and Jain, 2024). According to the words of the CEO, Doug McMillon: “When people are more value-conscious, they find their way to us (Retail Dive, 2024). Consumer Edge (2025) verified that consumers with a high-income level of 150,000-plus and 18-34 years old are some of the new customer segments of Walmart that are rapidly growing. The share of discretionary spending at Walmart increased to its highest point of 6.4% in the first quarter of 2025, the highest seasonal spending in two years (PYMNTS, 2025). Nevertheless, CFO John David Rainey attributed this to macroeconomic uncertainty and the risk of US tariffs by projecting only a 34-per cent net growth in sales in FY2026, which compares with 5.1% in 2024 (PYMNTS, 2025). The trade-down effect can turn the other way around as inflation is moderating.
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Figure 3: Sales Growth Comparison, Amazon vs Walmart (2024–2025). Sources: FinancialContent (2025); Grocerydoppio (2025)
[bookmark: _Toc224946641]Strategic Responses: Porter’s Generic Strategies and Ansoff’s Growth Matrix (Task 2)
This section analyzes the strategic marketing response of each firm after defining the two macro-environmental forces, which are Technological (AI) and Economic (inflation) (Wyszomirski, 2023). The lens of competitive positioning is offered by Porter's Generic Strategies (1980), whereas the directional growth logic is thrown into focus by Ansoff's Growth Matrix (1957). Each framework is visualised in Figures 4 and 5, and a comparative synthesis is in Table 2.
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Figure 4: Porter’s Generic Strategies, Amazon & Walmart Competitive Positioning (Adapted from Porter, 1980)
[bookmark: _Toc224946642]Amazon’s Strategic Response
[bookmark: _Toc224946643]Porter’s Generic Strategies
Amazon adopts a hybrid approach with cost leadership via operational efficiency and a wide strategy of differentiation via technological innovation (Baroto et a., 2012). Amazon is responding to AI by creating differentiation around Rufus, Nova models, and Bedrock, creating a more personalised, data-rich experience. Amazon is also pursuing cost leadership in reaction to inflation: Trainium3 chips decrease AWS expenses; Subscribe and Save and Prime bundle value to price-sensitive customers; and logistics automation maintains price competitiveness. This is a two-sided reaction, differentiated by AI, led by cost on essentials, a sophisticated adjustment to macro forces at the same time (Tao et al., 2023). It's conversions by 60 percent and penetrated 80 percent of US households Prime, SellerApp, 2026). Reacting to the inflation, Amazon further penetrates groceries, food, and beverages, share increased to 2.7% in 2024 compared to 2.3% in 2020 (PYMNTS, 2025), and competes against Walmart in its primary category as people switch to necessities. AWS is a motivator of Product Development: bedrock (4.7x growth of users), AgentCore, and Nova 2 models are used to produce $108 billion of AWS revenue (FinancialContent, 2025). The investment in Project Kuiper satellite and logistics-as-a-service diversifies the reliance on retail margins subject to inflationary cycles.
[bookmark: _Toc224946644]Strategic Response of Walmart.
[bookmark: _Toc224946645]Porter’s Generic Strategies
The main generic strategy that Walmart has adopted is cost leadership, which is based on EDLP, scale of supply chain, and operational efficiency (Porter, 1980). The most effective competitive tool that Walmart now has, inflationary conditions, has put its price differentials, as CEO McMillon puts it, in a healthy position (Retail Dive, 2024), to draw consumers who once went to other retailers with higher markup (Tanwar, 2013). Responding to the AI macro-environment, Walmart enhances cost leadership with selective differentiation, ML-powered route optimisation (30 million miles saved), and Pactum AI (3% cost reduction, 4x ROI) use AI to support cost leadership, whereas the OpenAI-ChatGPT Instant Checkout partnership differentiates the customer experience without the expense of developing frontier AI models in-house (Articsledge, 2025; Walmart, 2025).
[bookmark: _Toc224946646]Ansoff’s Growth Matrix
The expansion plan of Walmart is more aligned with Market Penetration and Market Development. The Market Penetration gains have been driven by the inflationary conditions: 26% growth in US e-commerce, 32% share of online grocery, and a steadily growing new customer base (higher income bracket) confirm that Walmart is gaining wallet share (Consumer Edge, 2025). The expansion Market Development is captured through international e-commerce expansion to 19 countries and the third-party marketplace, which will attain a CAGR of 26% to one-third of total GMV by FY2030 (FMP, 2025). Product Development is an aspect of Sparky AI and Walmart Connect advertising (4.4 billion in 2024; CIO.inc, 2025) and ChatGPT Instant Checkout, which are new digital products that hedge against a future de-escalation of inflationary conditions by establishing habitual digital interaction (Haosen, 2025).
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Figure 5: Ansoff’s Growth Matrix, Amazon & Walmart Strategic Positioning (Ansoff, 1957)

Table 2: Comparative Strategic Framework Analysis, Amazon vs Walmart
	Dimension
	Amazon (Pioneer)
	Walmart (Follower)

	Porter’s Strategy
	Hybrid: Differentiation (AI) + Cost Leadership (chips, logistics, subscriptions)
	Cost Leadership (EDLP, AI ops) + Selective Differentiation (omnichannel, AI partnerships)

	AI Response (Technological)
	Rufus: +60% conversion, $10B impact; Bedrock 4.7×; Trainium chips; Nova 2 models
	Sparky AI; OpenAI ChatGPT Checkout; Pactum AI 3% savings; 30M logistics miles saved

	Inflation Response (Economic)
	Subscribe & Save + Prime value; grocery share 2.3→2.7%; trade-down customer gains
	EDLP reinforced; 6.4% discretionary share (record Q1 2025); $150K+ new customers

	Ansoff: Penetration
	Rufus; 80% US Prime penetration; grocery expansion to compete with Walmart
	Walmart+; 26% e-com growth; 32% online grocery share; 270M weekly customers

	Ansoff: Product Dev
	AWS Bedrock; Nova 2 GenAI; AgentCore; Trainium3 chips
	Sparky AI; Walmart Connect ($4.4B); ChatGPT Instant Checkout; AR commerce

	Ansoff: Diversification
	Project Kuiper satellite; logistics-as-a-service; Trainium chip licensing
	19-country expansion; 3P marketplace (26% CAGR); route optimisation SaaS


Source: (FinancialContent, 2025)
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Figure 6: Key AI & E-Commerce Performance Metrics, Amazon vs Walmart (2024–25). Sources: (FinancialContent, 2025)
[bookmark: _Toc224946647]Critical Evaluation and Comparative Synthesis
The interaction of Technological and Economic macro forces generates an instructive trial of the first mover and second mover approach, in that each force is structurally favorable to a distinct competitor. The Technological factor - the emergence of AI - works to the benefit of Amazon (Varadarajan et al., 2008). Being the first, Amazon has a decade-long lead in AI infrastructure, autonomous silicon, and cloud AI commercialisation. Its unceasing innovation follows the logic of the Blue Ocean Strategy presented by Kim and Mauborgne (2015): Amazon develops new value curves that are not easily compared with its competitors. The reaction of Walmart, namely the application of AI both operationally and strategically, is the follower advantage of Lieberman and Montgomery (1988), which is that it can take advantage of tested technologies at a lower cost and risk.
The Economic factor, continued inflation, is beneficial to Walmart structurally. The value-seeking during its EDLP model, grocery leadership, and proximity to consumers offer a natural haven (Roberts and Berg, 2012). The structural shift that is shown by high-income consumers shifting towards Walmart, as revealed by Consumer Edge (2025) and PYMNTS (2025), is not a cyclical shift but a structural shift. Amazon, on the other hand, is truly threatened by diluted discretionary demand, its primary source of revenue. This imbalance has analytical significance: one firm and another firm are at the same time offered by the same macro environment and threatened, respectively, on the condition of a strategic position.
A weakness is that Porter's (1980) and Ansoff's (1957) models present independent pictures of the dynamic competitive realities (Milova, 2001). With the inflation level stabilizing, the effect of trade-down in favor of Walmart can reverse, and thus the need to develop digital capabilities durably instead of depending on cyclical tailwinds to play entirely on its own (Lieberman and Montgomery, 1988).
[bookmark: _Toc224946648]Conclusion
This report has shown that there is one Technological force (the emergence of generative AI) and one Economic force (the continued pressure of inflation) transforming global e-commerce in markedly different ways that would create polar patterns of opportunity and threat to both Amazon and Walmart. Amazon has a hybrid differentiation and cost leadership strategy that is based on proprietary AI infrastructure that strengthens its pioneering competitive legacy against Technological force. Increased by inflationary consumer behaviour and enhanced by selective AI differentiation through partnerships, the cost leadership of Walmart is a commercially coherent response of followers to access its physical asset base advantages against the Economic force.
The analysis supports the fact that the pioneer and the follower strategies depict totally different theories of competitive advantage. In order to defend incumbency, pioneers must never stop technologically, and followers must pick and choose technologies that have been proven by pioneers and macro-economic conditions that favour them. Strategically coherent implementation of both approaches can deliver a long-lasting competitive advantage; the comparison between the performances of Amazon and Walmart in 20242025 provides a clear example of that.
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Figure 1: US E-Commerce Market Share by Retailer (2024)
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