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[bookmark: _Toc25253392]Executive Summary 
  
The purpose of this report is to investigate the strategy of a chosen organisation through the use of strategic management tools. The chosen organisation for this report is Amazon Inc. The strategic management tools that will be used for the analysis of Amazon’s strategy are Porter’s Generic Strategies, Bowman’s Strategic Clock, Porter’s Five Forces and a SWOT analysis. Porter’s Generic model will determine which generic strategy Amazon uses which will then be expanded on in terms of where they are positioned in Bowman’s Strategy Clock. The Five Forces will explain how Amazon addresses the forces with remaining on top of the competition they face. This report will look into Amazon’s strengths, weaknesses, opportunities and threats using a SWOT analysis which will be prioritised in order of importance to underline what Amazon is affected by the most. The report will then look at Amazon’s key stakeholders and through Mendelow’s Power and Interest model, they will also be prioritised in order of importance to show which stakeholders hold more power over the company and which ones have more interest. After analysing Amazon’s strategy, the report will conclude with the advantages and disadvantages of the strategic management models and three recommendations as to how Amazon can strengthen their resilience and reinforce their operations against their competitors.    

[bookmark: _Toc25253393]1.0 - Introduction

For this assessment, the task is to write up a report about a chosen organisation to which will include their strategy, strategic management and to produce a stakeholder analysis on the company. The chosen organisation for this report is Amazon. Amazon Inc. is an online retailer that offer their products through online stores. The company offers a variety of products that include merchandise, books, electronics, apparel, home and sport products and other general products (Marketline, 2019). The company also offers web services and video streaming services. The objective of this report is to apply Strategic Management tools to analyse the company’s strategy. Strategic Management is the continuing monitoring, planning, analysis and assessment of those that are required for an organisation to meet its goals and objectives. Any changes within the business environment entail organisations to continuously assess their strategies for success (Rouse, 2019). Strategic Management is the management of a company’s resources to achieve its goals and objectives. Strategic Management consists of setting objectives, examining the competitive environment, examining the internal organisation, assessing strategies and make certain that management rolls out said strategies across the company (Kenton, 2019). Strategic management is the art and science of putting together, carrying out cross-functional decisions that allows an organisation to achieve its objectives (Jurevicius, 2013). 


[bookmark: _Toc25253394]2.0 – Analysis of Amazon’s Strategy 

[bookmark: _Toc25253395]2.1 – Porter’s Generic Strategy
Porter’s Generic Strategy is a model that was created by Michael Porter in the early 1980s which is used by multiple organisations to develop key strategy procedures and outplay competitors (Capsim, 2015). The initial strategies contained within this model are cost leadership and differentiation which are later sub-divided into cost focus and differentiation focused (Porter, 2008).   
So, looking at Amazon’s generic strategy with Porter’s model, the company gains competitive advantage by utilising cost leadership as their generic strategy and the objective within this generic competitive strategy is the decrease of operational costs. For example, the company makes use of advanced networking technologies and computing for the greatest operational efficiency which therefore construes to minimised costs (Smithson, 2017). A strategic objective that is associated to the company’s cost leadership generic strategy is to strengthen their competitive advantage in e-commerce through constant improvement of IT infrastructure. Furthermore, Amazon is pushed to reducing their price levels by their cost leadership strategy. Low prices are crucial for attracting customers. Therefore, through this strategy, the company gains competitive advantage to support their mission and vision statements, principally in terms of global expansion and leadership (Pratap, 2016). Global expansion is an opportunity for Amazon as mentioned in the SWOT. 




[bookmark: _Toc25253396]2.2 – Bowman’s Strategic Clock

[image: ]Bowman’s Strategic Clock is a model that was created by Cliff Bowman and David Faulkner which focuses on making companies aware of their market positions (Bowman & Faulkner, 1997). This model highlights the characteristics on how a company can position its services and product offerings within the market based on these dimensions (Bhasin, 2019). 

 





(Image Source: Bhasin, 2019) 
Elaborating on Amazon’s generic strategy, as they have a cost leadership strategy, this means that they fit under position 2 of Bowman’s Strategy Clock Low Price. Companies that position themselves here tend to aim to be the low-cost leaders within a market. To succeed in this, a cost minimisation strategy is essential. As stated in Porter’s generic strategy, Amazon are pushed to reducing their price levels by their strategy. Amazon are also constantly competing against other companies within the market which can get quite intense and often consist of price wars. Price Wars are one of the threats that Amazon face as shown in the SWOT analysis (Johnson et al, 2008).   

[bookmark: _Toc25253397]2.3 – Porter’s Five Forces

Porter’s Five Forces is a model that was also created by Michael Porter which is used to pinpoint and analyse 5 competitive forces that form and assists organisations with determining their strengths and weaknesses (Chappelow, 2019). This model is often used to analyse an organisations structure to establish a corporate strategy (Porter, 2008). 
Looking at Porter’s Five Forces Analysis on Amazon, the company competes against various organisations as well as huge companies such as Walmart and smaller retail stores online. Therefore, Amazon must make sure that they endure their resilient factor amongst changes within the online retail industry environment conditions. So, basing on Porter’s model of the Five Forces Analysis, the external factors that are affecting Amazon are; competitive competition, bargaining power of customers, bargaining power of suppliers, threats of new entrants and threats of substitution (Magretta & Porter, 2012). 
For the competitive competition aspect of Porter’s model, the company competes against heavy competitors. This aspect addresses the firms’ effects on one another. In Amazon’s case, high levels of assertiveness of firms, high availability of substitutes and low switching costs are the external factors that are behind the strong intensity of competition within the online retail industry (Greenspan, 2019). Retail organisations are usually quite aggressive, and they apply a force of strong competitiveness against one another. So, for example, the large company that Amazon competes against directly is Walmart, in which they have an increasing and notable e-commerce website. The high level of availability is the reason why Amazon also encounters a strong force of substitutes. 


There are also other smaller retailers and brick and mortar bookstores that are competing against the company. In addition, low switching costs inflicts a strong force on Amazon. Low switching costs correlates with low barriers for consumers to move from a company to a substitute provider or from a retailer to another. Amazon’s top strategic priority must be competition to secure the long-term competence of the company (Keller, 2019). 
For the Bargaining power of customers, this strand of the Five Forces model regulates the consumers’ influence on organisations and within the industry environment. High quality information, High levels of availability of substitutes and Low switching costs are the external factors that assists the strength of this aspect of Porter’s model. Customers have 24/7 access to the highest quality of information about the products and services that online retailers provide and sell. This factor influences Amazon when it comes to the ability of finding alternatives from customers to the online retail service of the company. In relation to this, the low switching cost factor simplifies transferring from the company to others like Walmart. Amazon needs to take into consideration the strength of the bargaining power of customers as a large element into tackling any challenges within the online retail industry (Dudovskiy, 2018). 
For the bargaining power of the suppliers of Amazon, they have full control over the availability of materials or supplies that the company needs for their e-commerce operations like components of hardware for information systems. The external factors that are behind Amazon’s experience with this Five Forces aspect are Minimum population of suppliers, moderate size of suppliers and average forward integration. The minimum population authorises the suppliers to foist a strong force on the e-commerce business of Amazon. Average forward integration corresponds to an average level of control that suppliers hold within the sale of their products to large companies such as Amazon (CGMA, 2013). 
For threats of substitution, Amazon rivals with substitutes within the market of online retail. Low switching costs, low cost of substitutes and excessive availability of substitutes are the external factors that back up the strong force of this aspect. The company regularly tackles the strong force of substitutes, that pose a threat on their performance. Low switching costs displays that customers can move from the company to another with ease. (Roy, 2011). 
For threats of new entrants, new companies have the potential to lower the market share of Amazon within the online retail. Low switching costs, high economies of scale and high cost of brand development are the external factors that base the weak intensity of this aspect. The customers of Amazon can simply move to new companies which as a result authorises these companies to foist a strong force against Amazon. The company’s e-commerce strength benefits from high economies of scale (Pratap, 2018). 

[bookmark: _Toc25253398]2.4 - SWOT Analysis on Amazon
 
	Strengths 
1. Strong financial performance 
2. Wide customer base 
3. Secure distribution channel network

	Weaknesses
1. Limited penetration within developing markets 
2. Patent infringement problems affect confidence of stakeholders  


	Opportunities
1. Global Expansion 
2. Strategic acquisitions and agreements  

	Threats 
1. Competitive environment
2. Price Wars 
3. Low entry barriers 


A SWOT analysis is a model that puts together the strengths, weaknesses, opportunities and threats of a company. The core objective of a SWOT analysis is to generate a full understanding of the factors involved and to come to a successful decision (Schooley, 2019).

Wide customer base (Strength)
Amazon serves 4 primary sets of customers which are Consumers, Content Creators, Sellers and Developers. The consumers are served through Amazon’s online and physical stores. Content Creators like publishers and authors are served through Kindle Direct Publishing. The company serves sellers by offering them programmes which allows them to sell their products through their own websites along with Amazon’s. Lastly Amazon serves developers through their web services that supplies a broad set of global database, storage and other offerings (Marketline, 2019). 
Strong distribution channel network (Strength) 
Amazon offers accessories and apparels, food products, home appliances, electronics and many others through their US website. The company has centres and delivery networks across North America and other international markets to which enables Amazon to accomplish orders from customers.
Strong financial performance (Strength)
The company’s secure financial performance boosts their ability to bring advanced returns to their stakeholders along with boosting their ability to assign sufficient funds for any future growth advantages. This is the most important strength for Amazon because they are able to keep their stakeholders happy and satisfied which will in return decrease their chances of losing them and they also have enough funds to put aside for future opportunities. These are essential for a company’s survival. 
Patent infringement problems affect confidence of stakeholders (Weakness)
Amazon in involved in a variety of cases of patent infringement. Dynamic Data Technologies filed a case against Amazon in due to a functionality infringement. Infringement cases such as this can affect the company’s brand negatively.
Limited penetration within developing markets (Weakness) 
Since Amazon has little influence over the developing markets, this prevents the company from gaining the advantage from the accelerating rates of economic growth of these markets (Business Strategy Hub, 2019). This is the most important weakness because if the company lacks influence over developing markets, this can negatively affect any opportunities for growth.  
Strategic acquisitions and agreements (Opportunity)
Amazon can lower the competition they face by obtaining e-commerce companies along with using their specialised capacity. 
Global Expansion (Opportunity)
If the company were to expand in developing countries, this would benefit them due to low competition within these markets (Bhasin, 2019). This is the most essential opportunity for the company because the more they expand, the larger their customer base will be along with their lifespan.  
Competitive environment (Threat)
There many local companies that take away a large portion of the market which can make it difficult for Amazon to generate profit (Bhasin, 2019). This is the most essential threat against Amazon because if they don’t keep on top of their rivals, they could negatively affect Amazon’s profits.  
Low entry barriers (Threat)
Amazon is affected by low entry barriers as more businesses mean tougher competition and price wars. 
Price Wars (Threat) 
Amazon’s sales are always threatened by other companies that have low cost sales and always have to adapt and plan to outplay their rivals without losing too much profit (Pratap, 2019).


[bookmark: _Toc25253399]2.5 – Stakeholder Analysis on Amazon
       
[image: ]Amazon targets the interests of their core stakeholders by maintaining social responsibility resourcefulness. The purpose of their social responsibility programs is to satisfy the interests of their stakeholders which are: Customers, Employees, Suppliers, Creditors and Communities (Ferguson, 2017). Mendelow’s Power and Interest Matrix is a tool used to analyse a company’s stakeholder groups basing on Power which means ability to control organisational strategy or resources, and Interest which means how interested they are in a company’s success (Norton, 2008).   

        









1. Amazon provides the highest priority to customers as their most essential stakeholder group. Customers are the key determinant of the company’s business success, mainly because this stakeholder group crucially impacts revenue. Fair pricing, online security and convenience of service are the interests of these stakeholders. Amazon can satisfy these interests through significance on technology and service. So, after looking at the importance of customers, they would be placed in the Manage Closely section of Mendelow’s Matrix (Ferguson, 2017). 
2. Suppliers are also a high priority for Amazon as this stakeholder group supplies the company with the products they sell. To be able provide excellent service for the customers, Amazon will need to have products delivered on time and maintaining a good relationship with suppliers means they will make you a priority. So, this stakeholder group would also be placed in the Manage Closely section (Services, 2017). 
3. Employees are valued by Amazon as noteworthy determinants of company performance. Career development and competitive compensation are the main interests of this stakeholder group. The company satisfies these stakeholders’ interests through suitable compensation and leadership development. These stakeholders would be placed in the Keep Satisfied section. 
4. The government holds control over Amazon’s operations and can impact their strategy through regulations. However, since the government doesn’t particularly have much interest in the company, they would be placed in the Keep Satisfied section. 
5. Creditors lend money to companies and may or may not have secure interests in Amazon’s assets. This stakeholder group can be paid back from sales of these assets. The company ensures this stakeholder group that there are no issues and that they are always paid back. This stakeholder group would be placed in the Keep Informed section. 
   


6. Communities are seen as helpful assets to Amazon as this stakeholder group shows an interest or concern within their community. This stakeholder group effects the perception of consumers on Amazon’s services and goods. The interests of this stakeholder group consist of development support involving environmental conservation and healthcare. However, their interests in the company may change at any time. Amazon satisfies these interests through their community support. These stakeholders would be placed in the Monitor section (Ferguson, 2017).

2.6 [bookmark: _Toc25253400]– Advantages & Disadvantages

The advantages of using Porter’s Generic Model is that it displays the equal effectiveness between Cost Leadership and Differentiation and can develop entry barriers with both. The disadvantage of this model is that it’s too difficult for small companies to choose this strategy. 
The advantages of Bowman’s Strategic Clock are that it allows a company to effectively position themselves within the market and provides clarity. The disadvantages of this model are that it challenges Porter’s ideas but under unclear conditions and can lead to lack of justification.
The advantages of Porter’s Five Forces include helping companies take advantage of low competition areas to gain pricing power, and helps eliminate industries that have close substitutes. The disadvantage of this model is that it only focuses on the above factors and disregards any environmental-based factors in which the company operates in. 



[bookmark: _Toc25253401]3.0 – Conclusion 

To conclude this assessment, after analysing Amazon’s strategy through Porter’s Generic Strategy, the company gains competitive advantage through Cost Leadership. Looking at Bowman’s Strategic Clock, as the company utilises Cost Leadership, this means they fit under Position 2 which is Low Price as cost leadership-based companies are always competing in terms of low-cost sales. Porter’s Five Forces analyses how Amazon can address each force against them. Looking at the SWOT analysis, the strengths, weaknesses, opportunities and threats have been ranked in terms of importance to Amazon. Lastly, the key stakeholders of Amazon each have been placed within Mendelow’s Matrix basing on their power and interests. However, the positioning of these stakeholder groups is based from Amazon’s view and are subject to change. So, in conclusion of the Analysis, Amazon has a strong, resilient competitive advantage of their rivals.   
3.1 [bookmark: _Toc25253402]– Recommendations

Diversify Business
· The first recommendation for Amazon is to diversify their business to build up their resilience against industry-based risks. 
Partnership Development
· The second recommendation for Amazon is to reinforce their operations against competitors and expand their market reach through the development of new partnerships.
Emphasis on Competitive Advantage 
· [bookmark: _GoBack]The third recommendation for Amazon is to emphasise their competitive advantage as method of addressing the heavy force of the company’s competitive rivalry. 
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