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Introduction
In the 21st century, our life is closely connected to some elements of fintech, from sending money to family members using mobile apps or sending money from a debit account to a credit card. The old fashion financial product and services can now easily be found on any mobile device giving customer financial freedom and an easy way to manage it. This quick movement of market trends pushed many financial institutions to change how they operated. To achieve successful performance and take the highest market shares, businesses must describe, identify and plan their strategy to move forward.
The following report's aims and objectives are:
To critically analyse and explain business concepts, theories and models used for strategic management choices in the case of American Express.
To analyse the factors for American Express's competitive advantages.
Every decision that businesses are taken can be seen as a strategy. "Strategy is likely to be concerned with the long-term direction of an organisation.". 
American Express Background
American Express, also known as AMEX, was founded in 1850 and is a leading global financial service corporation operating in over 40 countries. American Express provides products and services, including charge and payment products and travel and lifestyle services for businesses and consumers. The following is only a part of Amex's products and services - prepaid cards, credit cards, cash-back cards, no-fee cards, reward point cards, hotel and resort booking, travel advisory and management, and travel insurance.
American Express is operating in four operational segments: U.S. Consumer Services (USCS), Commercial Services (C.S.), International Card Services (ICS), and Global Merchant and Network Services (GMNS).
The headquartered of American Express is in New York, US  . American  Express is listed in the New York Stoke Exchange(NYSE), with 77 300 employees all around the globe and a revenue of $15.714b at the end of March 31, 2023.
American Express Mission and Objectives
The Vision of American Express is "Provide the world's best customer experience every day." The mission of American Express is "Become essential to our customers by providing differentiated products and services to help them achieve their aspirations".
Macro-Environment Analysis
The Macro-Environment analysis is part of an organisation's strategic management that helps businesses analyse and identify potential opportunities and risks in their strategy that may impact business performance. Macro-environment analysis can prepare management with valuable data that can be used for making strategic, operational decisions.
PESTEL Analysis
The PESTEL Analysis is a framework management uses to analyse external factors that can impact business performance. The following are some of the PESTEL analyses that may play a significant role in American Express's performance:
POLITICAL FACTORS
When it comes to multinational companies like American Express, political factors play a significant role, as is a mix of many factors that can affect the business's long-term sustainability and profitability. Government regulations and laws, political instabilities, changes in financial regulations, Brexit impact, war, using cryptocurrencies' and the BRICKS alliance may impact American Express's performance. 
Economical Factors
Inflation, interest and exchange rate can badly influence credit card usage and consumer spending.
Unemployment and stagnating household income can impact saving and consumer behaviour but can create enough customers for credit cards.
Social Factors
Favourable demographic factors are good indicators for American Express.
 A high level of education, a good job, and more income can increase consumer focus on card convenience and digital payment.
Technological Factors
American Express must invest in different cybersecurity measurements to prevent financial fraud and protect customer data.
Before entering a new market, American Express should research technological infrastructure, the country's internet and society's acceptability of technology.
American Express need to continue investment in last high-tech technology.
Environmental Factors
American Express must be current with consumer concerns about environmental issues and create environment-friendly products/services to avoid damaging public reactions.
American Express must follow all environmental and sustainable regulations and laws to promote sustainability.
Legal Factors
American Express must comply with various regulations and laws, such as privacy regulations, money laundering regulations, and consumer protection acts.
For brand reputation and consumer trust protecting their data privacy is crucial for American Express.
To conclude, the PESTEL Analysis of American Express highlights only some factors that impact company performance and can be used as a starting point to help critically evaluate external factors that drive the change.
Micro-Environment Analysis
Instead of PESTEL analysis, Micro-Environmane Analysis is focused on internal factors that directly influence the decision-making process and companies' performance. The Micro-Environment of American Express plays a significant role, such as suppliers, the most valuable resources- employees, customers, the other vital assets of the business, investors help to calculate financial risk, shareholders, etc.
Industry Life Cycle
The previous section looked at American Express PESTEL analysis and how it may impact and influence the failure or success of the company's strategy. The industry is illustrated as a "group of firms producing the same principal products", according to Whittington  , and industry evolution plays a significant role in formulating a company strategy. Industry evolution can decrease or increase investment opportunities.
Managers must clearly understand the competitive forces that drive the competition in the industry and the companies' sources they hold. Like any product/service industry also emerged or declined depending on the stage, and from the financial stage of view is essential to understand the competitive landscape for growth, produce cash flow or decline in the industry American Express operates. All industry starts with the initial structure, which is a combination of technical and economic characteristics, including the skills and resources of the companies.
The industry life cycle contains five stages industry goes over periods and can vary based on specific sectors. Even in one industry, some organisations can be in different life cycle stages depending on market conditions and company strategy. Industry evolution is reached when the potential of the industry is achieved. Orientation of the companies, market innovations, skills, and resources can shape and guide the industry's path and evolutionary processes. The industry's speed and direction depend on evolutionary processes and vary from industry to industry. Companies can influence industry change, which can be seen as a good opportunity for business, and the choice of a good strategy is essential for successful and sustainable performance.
The financial industry that American Express operates can be seen in growth as demand for financial services is increasing with digital payments, population growth, cashless shopping and travelling. Businesses and individual customers realised the value of American Express's products, and there is an opportunity and potential for Amex to launch a new product/service to optimise market share and gain significant profit. The market share American Express gains, the more rewarded it can be for its efficiency and effectivenesses as it can achieve lower costs and charge high prices than its competitors. Innovation, quality and service of products/services Amex offers are another vital part of benefits to the industry and itself.
Table 1:Industry Life Cycle

Source:
The following section will explain how Porter's Five Forces Framework can help understand and analyse the sources of competition in American Express's industry.
Porter's Industry Five Forces Analysis
Porter's Five Forces analysis is a famous framework for understanding "the sources of competitors in an industry" . Establishing a sustainable and competitive position against other companies in the same industry is a choice of the organisation's competitive strategy. Even in a profitable and attractive industry company with poor competitive decisions can badly affect its profitability and profit. Porter's Five Forces analyses the company's ability to earn profit and rate the return on investment over the cost of capital.
Managers should remember that all industries are different, with unique individual structures, and a company can change the industry's attractiveness if it successfully shapes industry structure. The terms of five competitive forces can be explained in the following:
The threat of entry depends on barriers to entry like a sizeable economic scale and requires significant financial and highly knowledgeable human resources. Firm brand name and customer contracts are other huge barriers for new entrants. The government financial law and regulations are other barriers that protect American Express from other companies jumping into the marketplace and can consider a low threat of new entrants.
The bargaining power of suppliers is low, following the high government regulations and requirements with substantial financial investment. The distinguished products/service Amex provide decrease suppliers' strength and power over company profitability and potential.
The bargaining power of buyers is crucial as it can put Amex under pressure when price changes and buyers easily switch to other alternatives or competitors. With very tight after-purchase contracts, strict regulation laws and rules in the financial industry and available options that suit customer needs, the buyer's power is low.
The threat of substitutes refers to customers' ability to switch to a similar product/service that can satisfy their needs and wants, directly affecting the company's potential for growth and profitability. American Express has two types of substitutes: direct and indirect. Direct substitutes are Visa, Mastercard and Discovery, which offer similar products to Amex, and customers may choose to change their preferences and try competitors' offers. Indirect substitutes are all other companies that satisfy customers' needs with various payment methods. For example, with the expansion of new technology and the increasing use of mobile apps, there is no need for physical banking cards. American Express has good experience launching products that differentiate from competitors, like Q.R. codes and two chatbots .
Substitutes can take different forms - the product is more available, which leads to changing customer loyalties; the threats of substitutes for Amex are medium. American Express should continue investing in high-tech technology and create niche premium customer service for competitive advantage and differentiation from competitors. Amex should continuously work for customer satisfaction and loyalty to avoid threats and maintain good market share and profitability.
Competitive rivalry "are organisations with similar products and services aimed at the same customer group," according to Whittington, Scholes and Johnson (2005) . The credit service industry is very competitive due to introducing new high-tech technology, changing customer preferences and existing financial sharks on the market like Capital One, Visa, MasterCard and  Bank of America. The industry is well maintained, with strict regulations and rules and high exit barriers that force companies, even with small market shares, to continue operating, making the industry competitive. Rivalry can be affected depending on industry growth; for example, in the mature life cycle stage, a company must take market share from competitors to become the market leader. With price competition, the low switching cost for customers and high market saturation for Amex will be challenging to take a larger market share, for that American Express need to follow the step: differentiate from its competitors by continuing offered premium market segment, high customer service, investing in high innovative technology, reward customer programs and travel benefits.
Table 3: Porter's Five Forces Framework

Source: 
The Internal Analysis
The internal analysis of American Express involves all internal strategic capabilities required for business success and survival and how they can be distinguished from competitors. Exploring and stretching internal capabilities can help the company to achieve competitive advantages over other companies. Strategic capabilities include employees, finance and buildings and intangible, including brand reputation, data and knowledge. American Express proved that it wisely used its competencies effectively. To meet customers' expectations and needs, Amex established an investment arm and a tech lab in December 2014 , realising that competitive advantages can be achieved if the company's strategic capabilities differ from other companies in the industry. According to MarketLIne (2018), "American Express has developed various payment and authentication solutions leveraging biometrics, Q.R. codes, and machine learning technologies". Amex used all those activities and processes to create customer value and distinctively benefit specific customer needs in a rapidly changing environment. 
American Express's investment in new high-tech technology and digital capabilities builds brand name and brand reputation, directly leading to customer loyalty and solidifying the company's competitive position. American Express used mergers, acquisitions, and partnerships to strengthen its portfolio and establish sustainable competitive advantages. Using distinctive and unique resources and capabilities such as; risk management, brand recognition, employee knowledge, technological innovation, global presence and extensive merchant network are essential for Amex and help to differentiate itself and maintain a competitive edge.
American Express Strategic Resources and Capabilities
The strategic resources and capabilities are the assets that support and help Amex take over, beat competitors' performance, and gain market share. The first thing that Amex should do is meet customers' needs and expectations and start building competitive advantages, as the company's strategic capabilities must create and deliver value for customers in terms of products/services offered. Amex's strategic resources and capabilities are based on years of experience, brand management and network, including its banking subsidiaries – American Express Bank, American Express Centurion Bank, key customers and employees. This network helps Amex understand and evaluate customers spending behaviour and trends to create an algorithm with personal offers to attract and retain customers that benefits Amex with long-term customer relationships. For example, American Express Centurion Black Card can only be offered by invitation, not application and is created for high spenders worldwide benefiting with unique offers and rewards . Amex differentiates itself with a price premium over the cost of differentiation, choosing attributes that are unique and widely valued by customers, and that is only a tiny part of Amex's differentiation strategy. Focus strategy helps American Express to tailor its product/service and exclusively serve customers with unusual needs and expectations.
American Express is well known for prioritising customers by delivering 24/7 excellent customer service and support with personalised cardholder assistance. American Express manage well its organisational knowledge that "includes collective and shared experience accumulated through systems, routines and activities of sharing across the organisation". According to the 2022 U.S. Credit Card Satisfaction Study by J.D.Power, American Express came first over its big competitor Visa for customer satisfaction .
Since 2011 American Express has made 53 Fintech investments , giving the company confidence, knowledge and experience in using strategic resources and capabilities to manage risk and continue staying on top of the finance industry and customer mind.
To maintain sustainability and establish a profitable market position, Amex must carefully analyse, evaluate and use a competitive strategy, as competitors are the core of the failure or success of the company. American Express managers must learn to leverage and navigate existing strategic capabilities across new opportunities or create and design one.
Value Chain Analysis	
The processes and systems American Express uses to create products/services is a value chain where managers understand which value activities are essential for creating value and which are not. Profits and costs can be determined by how value chain activities are delivered. The following section will explain two general activities that Amex take in some form and engage.
Primary Activities
The concept was created by Michael Porter(1985) concerning competitive advantages included:
Inbound logistics includes receiving, storing and distributing materials and company relationships with suppliers.
Operations included manufacturing and converting materials to end products/services, for example, branding and packaging.
Outbound Logistics has included activities when the finished product is going out of customers(for tangible products) to meet customer demand, support sales activities, and generate revenue.
Marketing and sales make products/services visible and accessible to customers and influence buyer purchases. 
Service includes all activities to maintain value improving customer service and relationships after sales . 	
Secondary Activities
The secondary activities "help to improve the effectiveness or efficiency of primary activities"   , including:
Procurement is a part of many company path accomplishments of resources or input for the business.
Human Resource Management includes all primary activities involved in recruiting, training, managing and developing and rewarding people in the company.
Technological development includes product and service innovation when American Express implements new cards or services to meet customer needs. Acquisitions and partnerships help introduce new payment methods like mobile payment options, cross-border payment platforms  and digital wallets to meet existing customer needs and "to focus on new customers including Gen Z and Millenial". For 2023 American Express is ranked number one Fast Companys Most Innovative Companies 2023. Technology is the heart of successful performance as Amex is using technology to manage the risk to detect and prevent customers from fraud and data stolen for minimising financial loss.
Infrastructure- consists of structure, routines, legal finance, planning, public affairs general managers, etc. American Express network infrastructure connects with internal organisational systems, external partners and customers. The infrastructure includes where Amex holds all hardware, servers and software systems for customer transactions, keeping them safe from cybercrime. Other parts of Amex's infrastructure are the contact centres that give customer support 24/7 and physical buildings, including offices and data centres. Investing in infrastructure benefits and enabling American Express to contribute better to its customer's needs and gain competitive advantages.
American Express offers a diverse range of products and services to individual customers,busineses and merchants, creating a closed-loop system where the role of Amex is the issuer and acquirer. By creating a closed-loop system, Amex benefits from earning good revenue per transaction and accessing massive data that Amex use to leverage and create a unique value proposition for B2B and merchants with ownership and control of the entire value chain.
Table 4: American Express for Merchant

Source: American Express
VRIO Analysis of Distinctive Resources and Capabilities
The previous section has examined how American Express create a value chain, and VRIO Analysis is a framework helping to assess a company's capability and resources to assign their potential competitive advantage. 
Valuable resources such as massive financial resources, highly trained and loyal employees, strong brand reputation, exceptional customer service and well-designed infrastructure create value propositions for Amex.
Merchants' and distribution networks make Amex rare, as competitors must invest a lot of financial resources and time to create better network connections. 
The patents of Amex, Amex employees, and the distribution channel can not be imitated or duplicated as has been built over the decades, requiring massive investment, time and relationship building.
Organisational support of Amex is focused on technology innovation and development, is customer-oriented, and effectively uses its resources and capabilities to use opportunities for sustained competitive advantage.
The following section can summarise the strategic capabilities and opportunities of American Express through SWOT analyses that united the company's strategic capabilities with crucial business environmental issues that may have a severe impact on strategy development. 
SWOT Analysis
American Express is one of the best-recognised cards worldwide and the market leader in the fintech industry. According to R.Whittington, K. Scholes, and G.Johnson "SWOT analysis summarises the key issues from the business environment and the strategic capability of an organisation that is most likely to impact on strategy development) . The idea is to Identify American Express's current strengths and weaknesses, focusing on the next opportunity and avoiding threats. The SWOT analysis will help in future decision choices for American Express to realise what is essential and less important as many capabilities can be added and stretched to support company strategic choices. The following table represents some of the critical components of American Express SWOT analysis.
Table:2 American Express. SWOT Analysis
Strengths	Weaknesses	Opportunities' 	Threats 
Brand Recognition with customer trust	Diversified Employees 	Financial Positions	Unique network connection	Credit card scheme 	 	Overdepance of digital technology for payments	Shortage of different products as different debit cards 	Higher fees than competitors	Low international acceptance	Emerging market penetrations in Africa, for example	Innovative schemes 	Partnership or acquisitions	Brand equity for increasing sales	Growing population and use of credit cards	Competitors	Bad debts can be catastrophic if the customer is a huge business or billionaire.	New rivals 	Cybercrime and fraud	Economic instability, such as war or inflation

Source:
Managers should consider some disadvantages of SWOT analysis before taking a final decision and consider factors like who is collecting and analysing data and whether the data should be relevant and current. Using SWOT analysis, managers can realise Amex's advantages and disadvantages to relocate resources and assess the business more thoroughly.
Strategies to Sustain Competitive Advantage
The following section will investigate and explain how American Express used Porter's generic strategy for adopting and gaining competitive advantages.
In 1980 Michael Porters of Harward Business School introduced a generic strategy framework describing that a company can gain competitive advantages in their industry by choosing the right strategy, including -cost leadership, differentiation and focus strategy. The type and scope of competitive advantages are based on the choice of generic strategy.
Cost leadership is when a company offers its product/service at a lower price in the market by maintaining lower manufacturing costs, employees' wages, low-cost suppliers and distribution channels, positioning its product/service to mass customers as lower prices can attract them. Amex is not a typical cost leadership strategy follower but still uses some elements of cost leadership strategy, like risk management, to facilitate financial risk that can reduce and avoid fraud and potential costs. Through negotiations with suppliers, American Express manage to reach a high percentage of the consumer market, targeting middle-class customers by offering discounts and coupons. American Express products/services are affordable and accessible to find that benefit with brand recognition and high global sales, providing competitive solid advantages.
Affordability and accessibility of Amex products/services gain many benefits as they help businesses gain strong brand recognition and encourage and influence consumption, leading to achieving sales targets. According to Ryan Haynes, founder of marketing agency Haynes Marcoms "Differentiation is focused on brand, on company vision and values as they can not be easily replicated".
Differentiating strategy is a standard strategy companies use to gain competitive advantages involving offering products/services that have value for customers with superior and unique characteristics. In the financial industry, American Express differentiate its self adopting differentiations to be different from all available alternatives in the market and stand out of the clouds. American Express build a well-organised network through innovative technologies that benefit from understanding and studying consumer-changing buying interest and habits to differentiate itself from competitors. Amex is a premium brand with a unique logo and solid brand image that customers connect with trust, exclusivity and status, which the company uses to differentiate its strategy. By offering excellent customer service and experience, Amex gains customer loyalty and increases consumer preferences over other financial brands. Amex heavily invests in innovation, marketing, acquisitions and partnership to expand the market opportunity and position its product/service differently from competitors.
Focus strategy or niche strategy companies use when targeting a specific customer segment with very well-tailored products/services to meet customers' unique preferences and maximise the value of money. Amex can be seen as a financial industry expert serving specific segments of high-net-worth customers, establishing long-term relationships, unique value propositions and differentiating itself from competitors. The results of wisely implementing a focus strategy are long-term profitability with long-term customer brand loyalty and customer satisfaction. Amex managers must carefully observe and evaluate all other opportunities that arise on the market that can benefit company revenue while focusing on specific niches.
Porter's generic strategy has advantages and disadvantages in giving the right directions, customer focus and competitive advantages. Managers of American Express should remember that there are always competitors, and the market is dynamic and unpredictable, to know the company's internal capabilities and resources well before implementing any strategy.
In 1996 in his speech, Porter said, "A company may have to change its strategy if there are major structural changes in its industry. New strategic positions often arise because of industry changes and new entrants unencumbered by history often can exploit them more easily." .
Using SWOT, Value chain and Gap analyses, Amex can evaluate any strategy at a strategic and operational level to reduce risk and improve areas, understand how well the company performs, and reach desired outcomes. Gap analysis can help Amex to evaluate the gap between achieved and desired performances. Evaluating strategy is an essential tool in helping companies see the effectiveness and productivity of strategy to achieve business objectives.
Growth Strategies
American Express is one of the leading financial industry leaders, offering credit cards, travel checks and card-paid fees to individuals, small and medium-sized businesses, wealthy customers and large corporations worldwide using different distribution channels. The following section explains Amex's growth strategy using the Ansoff matrix.
Ansof matrix is an essential tool helping companies to evaluate and develop growth strategy using four strategic choices: market penetration, market development, product development and diversification, including aspects of internal resources and capabilities with effects of external economic and political factors, for example.
Market penetration is when a company try to take market share in the existing market with existing products. With its reward program and exclusive benefits, American Express focuses on boosting brand awareness through aggressive marketing campaigns, leading to efficiency and effectivenesses with the capacity to reach more customers in the same market. Increasing customer consumption is a good market penetration strategy, and Amex is in a good position as there is a need for its product/service. The following table shows card issuers by purchase volume for 2020 and 2021, and purchase volume is expected to grow to $ 6.3 trillion in 2026.
Table 3: Card issuers by purchase volume

For successfully implementing a market penetration strategy, American Express must work to plan the price for its product/service strategically, look at competitors' actions, make any product/service changes if necessary and increase marketing promotional efforts.
Market development involves entering a new market with existing products/services. Amex has a well-established global relationship with banks and financial institutions that help target new customers and expand the market, directly boosting company revenue. Amex should continue investing in market research to study different market cultures and preferences, trends and consumer changing behaviour to help expand the market. Amex can expand geographically in regions by investing in a marketing campaign to increase awareness and target social media ads. Customer education is another step Amex can use when entering a new market, as increasing sales are connected to customers understanding the product/service, and the benefit can create.
Product development is when Amex modifies an existing product/service or introduces a new one to expand business growth in the existing market. By investing in new products/services, Amex can reach new customers as the market is sharply turbulent and trends and customer preferences are changing quickly. American Express can try to improve the technology or develop a new one of the existing products to increase sales and revenue. Quality of existing products is another primary strategy Amex may use to penetrate new markets. Amex Green card, launched in October 2020, is an example of a product development strategy to update and grow its value portfolio. The Green American Express Card is "designed for consumers who live for experiences- big and small" , identifying three areas customers spend money on- travel, transit, and dining. Amex can work to expand mobile payment capabilities using new blockchain technology to secure customer transactions efficiently.
Diversification is when the company enters a new market with a new product/service to help with business growth. There are two main types of diversification-horizontal and vertical. Amex should carefully investigate which part of the business contributes to improved revenue. Horizontal diversification helps companies take customers from their competitors and expand their business portfolio into a new product line or industry unrelated to their financial operations. By itself, horizontal diversification is not always successful as it may failer to merge customers or cultures in both companies. Amex can invest in new Fintech technology or payment solution to satisfy customer needs and enter a new market.
On the other hand, vertical diversification focuses on the acquisition of companies that play a significant role in the supply chain. For example, during those years, Amex successfully invested and strengthened its portfolio through acquisitions with Mezi, AnAuth, Cake etc.. Acquisitions with those companies benefit Amex by capturing revenue from online payments and offering its cardholders the latest leading service. Amex has the financial capacity and motivation for partnerships and acquisitions to capture more market share and buy the customer base brought with it.
Ansoff matrix combination helps Amex to strengthen its abilities and positions in existing markets, expand new markets, develop new products/services and increase business scope. By implementing various strategies, American Express takes the opportunity to adapt to a dynamic environment, attract and keep existing and new customers, and lead revenue growth.
Green Strategy and CSR
To achieve and facilitate those objectives, Amex may need to invest and change company structure, process and control to protect the successful implementation of green strategy from all challenges. The green strategy value chain includes reducing carbon in the atmosphere and adopting recycling habits involving the whole organisation, customers, suppliers and stakeholders.
Under government legislation and climate changes, American Express has implemented many green strategies to support the delivery of net zero transactions to consolidate its leadership in the green finance industry. For example, Science-based target initiatives (SBTi) is an Amex project to commit to net-zero emission by 2035, investing $10.4 million to support climate change initiatives and partnerships from September 2021 until December 2022 . Amex is investing in renewable energy projects, implementing responsible waste management and supporting environmentally friendly travel options.
Amex is highly dedicated to minimising its climate impact and promoting sustainable business practices to contribute to a green future, improving lives for colleagues and customers. Being sustainable for Amex means creating and adopting strategies that have tangible and positive impacts on Earth, people's lives and value for the entire ecosystem.
Conclusion
During all those decades, American Express was proven to be a high-Cost and high-Performance card provider with its exclusive customer service, premium value and one of the best networks built on trust and customer loyalty. Targeting the top of the pyramid customers willing to pay for this superior product/service, Amex maintains leading positions in premium card and high-tech service. American Express invests in innovative payment solutions for its business customers by creating a healthy design global integrated network providing fraud protection, increasing merchant adoptions with a solid connection to high-spending card members, and working with partners to offer high-quality products/services. From 1850 until now, American Express established itself as a global fintech leader, exploring and implementing new high technologies for giving outstanding and superior products and customer service.
Recommendation 
The following section will recommend how Amex can keep its leadership position in the financial industry by embracing and exploring fintech strategies.
Amex can invest in developing artificial intelligence and machine learning to help study customer buying behaviour and enhance and improve customer experience by creating long-term relationships and value. Amex can try to understand and offer more rewarding systems to boost consumption and gain sustainable advantage and substantial revenue. American Express should continuously invest and use its AmEx Digital Lab as technology has always been Amex's strong partner. Amex must invest in human resources to increase salaries or give rewards to create a unique payment system that competitors still do not have. 
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