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Executive Summary

     Amazon is an American, online multinational company established by Jeffrey Preston Bezos in the year 1994. The company managed to secure a reputable name in the industry for itself to becoming one of the popular online e-commerce company. Bezos spent years into refining their online platform to make the customer's experience more pleasant so that customers make repeated purchases more and more on the website. Just like any international company in the market, Amazon experienced a few challenges when they competed against top brands like Wal-Mart, Target, eBay and so much more but they still managed to work on the strengths and weaknesses of the company by securing the competitive edge and coming out as the top player in the industry. 
     In the context of this report, it evaluates the current economic condition of Amazon on a micro-economic level and the state it is in the market by using the various tools such as the SWOT, PESTLE and the Porter’s Five Force analysis to help the company make effective marketing decisions and explain how each factors mentioned in the individual analysis describes the environment it operates in. In the midst of the Covid-19 pandemic, Amazon experienced challenges that affected the company in some sectors, however in the end the company still accrued online sales, benefits and a wider customer segment.  Furthermore, based on the factors identified in the SWOT, PESTEL/PESTLE, Porter’s Five Force report, it is recommended that Amazon expand the company's activities into new markets especially in Asia and China, which have significant e-commerce growth potential and quick economic development despite the growing pandemic. 










1.0 INTRODUCTION

    The business world is ever changing and dynamic, and a variety of factors have an impact on the environmental conditions in which it operates in. When developing a business or corporate strategy, the primary goal is to acquire a long-term competitive advantage in the marketplace. An effective examination of environmental factors helps a company to leverage its core capabilities, competences, and resources to create a long-term competitive advantage over competitors in the marketplace. Today’s modern era organizations in the international arena are diverse as well as demanding which means that companies must display a plethora of effort to influence and stand out in the market.
      In this report, Amazon was chosen as the organization to evaluate the environmental factors efficiently such as SWOT, PESTLE and Porter five forces to devise a viable strategy for gaining a long-term competitive advantage in the marketplace. Amazon is an American company that has been a household name over the last couple years as the largest online retailer which hit the market in the year 1994. It is a multinational organization and its operations are spread not only in US but in Africa, the Middle East, Asia and other areas of Europe are examples of distinct parts of the world in which it operates in. This section of the report will detail useful information along with background, actual research problems and potential factors, significance and purpose of the report will be discussed.
















1.1 BACKGROUND

     Every day, our environmental market undergoes a series of adjustments where many new things emerge throughout time, and the entire situation can change in a matter of seconds. There are some circumstances over which organizations have no control. However, organizations have some control over many of these factors. These factors can be categorized as Micro environmental factors which may have a direct impact on the normal course of business operations in which a company conducts its operations while Macro environmental factors, on the other hand, are those that have an impact on a company's performance and includes an impact on managerial tasks such as decision-making and the formulation of firm strategy and plans (Daniels, 2020). 
    Amazon was established by Jeffrey Preston Bezos an investor and philanthropist of one of the largest online retailer. He is an American technology entrepreneur, born in Albuquerque, New Mexico on the 12th January, 1964 who had an interest in computers at an early age. After he pursued studies and graduated with his BSc. in computer science and electrical engineering, he worked at D. E. Shaw & Co, New York, in 1990 where he became the youngest Vice President. Although he worked in finance and was successful in that field he quit four (4) years later and tapped into his creative side by making a risky move and opening an online bookstore. In the year 1994 Jeffrey Bezos a Princeton graduate at the age of Thirty (30) changed the way Americans bought books and this rapidly expanded worldwide for consumers. Bezos brilliant idea changed the face of retail when he invented Amazon for online shoppers and he later introduced different features such as customer reviews, one- click shopping and email verification. Amazon went public in the year 1995 which caused the company to become the leading e-commerce retailer and later diversify his invention which was not limited only to online books. The company can be classified as the top online retailer in the world making it “the everything store” ranging from different consumer market from fashion to music, electronics, jewelry, toys and more knocking out any competitors.
 1.2 Significance of Report
      The significance of this report was to provide insights into the report’s findings by making available data, as well as to distinguish how Amazon an international company is able standout in the market from its competitors through the numerous factors based on the industry analysis. Following the completion of the investigation, there are potential concerns, analytical research, and improvement tactics that Amazon could possible apply to the company. In retrospect, as a prospective Marketing Consultant, this report is important since it will improve my research abilities and give me a better understanding of the factors that can affect or impact organizations in the international market.
1.3 Research Problem
     Over the numerous years Amazon has been called the most popular online retailer in the United States, with a diverse selection of shopping products and services available to its customers. Chevalier (2021) describes how Amazon Prime, a premium service that provides free and faster shipping alternatives across the world to other countries as well as streaming video and music, is one of the company's not-so-secret weapons for increasing customer spending.
     This report investigates the problem in regards to the competitive environment and a range of national and international macro-economic performance indicators. In the international market, there are a rising number of competitors with similar items, prices that offers the same products like Amazon. In addition, Covid-19 has significantly impacted the current economic crisis all around the world and Amazon just like many international organizations experienced challenges and a few opportunities in the midst of the pandemic. At the height of the coronavirus crisis, the e-commerce behemoth became the default store and a necessary service for many consumers, thanks to its seemingly unlimited selection and drive to give convenience and low pricing which eventually resulted in challenges in labour crisis, their supply chain causing delivery delays and out-of-stock warnings (Palmer, 2020). These massive losses are the result of a big amount of capital invested in its online presence, as well as poor execution of various initiatives, product promotions, and seasonality of purchases. In an attempt to recover from the various backlash, Amazon had to consider various performance indicators to assist with changing the status of the company during the pandemic and explore the possible outcomes to rectified the actual and potential problems that may occur. 




2.0 Industry Analysis
     Business Strategy Hub (2020) describes how Amazon popularity can be found all across the world and consists of over 310 million global users and 100 million subscribers. While Amazon, may be the world's largest online international organization, it has a long list of accomplishments, record earnings, and successful launches. The overall environmental conditions of Amazon are fundamentals in society that influence the industry in which the company operates in. While the company cannot directly control all the challenges that can possibly occur, they need to consider understanding the industry's features in order to develop appropriate strategies to compete effectively. The company began by selling books and has now expanded to include a variety of other consumer goods. These include everything from database technology to video and has also entered the European market, where it has set up its own websites. Mc Fadden (2021) suggests that since it was built from the ground up the company's success can be ascribed to its low competitive prices and the ease with which customers have the privilege of getting their purchases delivered from anywhere in the world. The current situation of Amazon can be analysed using a SWOT analysis. The external environment of the business and is further examined through the use of PESTEL analysis and Porter’s five forces model for the purpose of this report. 


2.1 SWOT Analysis
     Kotler & Armstrong (2008) explains how the "marketing environment" is made up of "actors and forces outside of marketing that influence marketing management's capacity to create and maintain effective relationships with target customers." A SWOT analysis is used for this report to assess the opportunities and identify the potential threats in the competitive environment. SWOT analysis can be described as an internal and external assessment of an organization's strengths, weaknesses, opportunities, and threats from the outside world that influence strategic decisions (Egor Okrepilov, 2021). It also aids a company in determining which of its resources and competencies are likely to provide a competitive advantage and which are less likely to do so. Based on the report from Business Strategy Hub (2020), the SWOT analysis listed below can describe Amazon’s current condition:

Strengths – Internal Factors – Opportunity 1 (O 1)
1. Customer oriented and Customer Relationship Management (CRM): Amazon serves a significant number of clients all over the world and operates at a far lower cost than its competitors. This allows them to offer certain things or bundles of items to an individual depending on their preferences exhibited through purchases or items visited. This is an advantage that has allowed Amazon to stay in business even while other e-commerce businesses have failed.
2. Strong brand name and Secured and safe transactions: Brain Mass (n.d) describes this strength as a huge global e-commerce brand which has built a customer base of roughly 30 million people over the last decade and was one of the first online retailers since it was an early adopter in the e-commerce environment with a strong position and successful brand image in the market. Customers don’t have to worry about inputting their personal information into a fraudulent website.
3. Large number of third-party sellers: Since Amazon has an enormous traffic volume, a great number of third-party retailers have joined the platform to market their own products. According to data from Amazon's Fulfillment by Amazon (FBA), there are over 2 billion items available from third-party vendors.
4. Go Global and Act Local strategy: Amazon has benefited the most from this technique. The company has formed alliances with local supply chain companies to help it compete with domestic e-commerce competitors and it also recognizes local demands and tailors its services to the culture of the country.
Weakness – Internal Factors – Threat 1 (T 1)
1. Easily imitable business model: - In today's online shopping environment, online retail businesses have grown extremely prevalent and as a result, rival companies can easily copy Amazon's business model. A few businesses are even competing with Amazon such as eBay, Alibaba, Target, Netflix, Barnes & Noble are just a few examples.
2. Limited brick-and-mortar presence: Lots of customers are still traditional in terms of wanting to visit a physical store before an actual purchase can be made and in this instant. This can be considered a major weakness for Amazon since it owns a few physical storefronts thus making it difficult to get some traditional buyers to buy items that aren't available on the online website.
3. Losing Margins in Few Areas and the delivery of the service: This is one of the weakness of Amazon since the company does not have a particular line of products because their product line is so diverse it has suffered losses in a few markets, including India. Since the company offers service to almost anywhere in the world the free shipping to clients may be one of the factors that exposes some sectors to the risk of losing profitability. Also in certain areas due to a high demand in certain products there may be delays in deliveries and out of stock notices of certain products.

Opportunities – External Factors  – Opportunity 2 (O 2)
1. Expansion of physical store: By improving the company’s competitiveness by establishing brick-and-mortar stores to be able to compete with other competitors and broaden their market in the industry and build collaborations with the local market.
2. Enter into developing/new markets: Amazon has the opportunity to be able to break into or grow its business into developing markets since the online grocery markets are currently trending and persons are exploring the possibilities of shopping online in the comforts of their home especially in the midst of the Covid-19 pandemic without ever leaving their homes. Foreign markets can help them extend their consumer base. For example, Amazon entered into the Chinese market by purchasing Joyo.com because it would improve long-term profits.
3. More investments: Since initially the company started as an online bookstore the company can form specialized relationships with publishers in order to offer exclusive editions on its website and launch exclusive rights with authors. This would provide a point of differentiation in the retail industry, as well as arouse expansion among fans of specific authors/artists. 
Threats – External Factors - Threat 2 (T 2)
1. Fake Products: Amazon's profits are being threatened by a surge in counterfeiting and fraudulent products. The company recently filed a lawsuit against a New York-based online merchant for allegedly duplicating Valentino shoes, a high-end Italian brand that Amazon sells.
2. Aggressive Competition and Transportation Cost: As the company continues to grow and expand so would the competition as well. Amazon may face competition in the future from large retailers such as Walmart and eBay. Furthermore, Amazon now competes with Netflix and Disney+ as it relates to video streaming, Alibaba and so much more that offers a variety of products from different sellers in the market. 
3. Government regulations: Amazon's business operations in some key nations may potentially be jeopardized. Cuba, Iran, North Korea, Sudan, and Syria are amongst the countries that Amazon does not ship to.


















2.2 PESTLE/PESTEL Analysis
     Knapik (2018) defines a PESTEL analysis as a framework or methodology that marketers use to study and track macro-environmental (external marketing environment) aspects that affect an organization, company, or industry. She further explains that it investigates the external environment's political, economic, social, technological, environmental, and legal elements. For the purpose of this report a PESTEL analysis was used to provide a full analysis of Amazon and its position in the e-commerce business; a marketing framework that assesses the macro-marketing environmental elements that affect a firm. The analysis yields a list of the company's threats and vulnerabilities, in this case Amazon's, which were analyzed further in the previous stage using a SWOT analysis and also in the current and next step using the Porter’s Five Force model. 
Political Factors – Threat 1 (T 1)
     The online e-commerce retail industry can be described as complex since Amazon has managed to be a household name all over the world and would be heavily influenced by government regulations, taxation policies, entry barriers and so much more. Amazon must guarantee that it adheres to the standards of the nations in which it operates, especially as attitudes about ecommerce and retail in general fluctuate widely between countries. It is also safe to say that Amazon presence in the market can influence the political stability of the countries it operates in because it correlates with the state of the economy. Marketing Tutor (2021) gives an example that Amazon was able to expand its business to developed countries like Australia with political stability to expand its business in the region. However, Amazon’s indirect role in politics in the US faced criticism from the then, ruling government President Donald Trump who quotes that “I have stated my concerns with Amazon long before the Election. Unlike others, they pay little or no taxes to state & local governments, use our Postal System as their Delivery Boy (causing tremendous loss to the U.S.), and are putting many thousands of retailers out of business!” Isidore (2018). This poses a threat to Amazon since President Trump believes that the company should pay more taxes.
Environmental Factors - Opportunity 1 (O 1)
     Several economic factors have a significant impact on Amazon, including disposable income, taxation and inflation rates, and currency exchange rate fluctuations. Due to Amazon being an international company, it is not only affected by market volatility in the United States, but also by global economic swings especially those brought on by the Covid-19 pandemic where several persons around the world lost their jobs. While some consumers were not able to purchase on Amazon due to the various economic challenges and not enough spending money, (Regan Mcphee, 2020) explains how consumer’s states that Amazon is the online store they shop at the most during COVID-19 pandemic. Subsequently, Pratap (2018) describes that in the year 2015, e-commerce surged by a whopping 23 percent, and even more growth is projected in the future years with better economic conditions which can amplify the market's current competition which can only suggest that these factors could skyrocket Amazon's growth and revenues in the next years.
Social Factors - Opportunity 2 (O 2)
     Higher Study (2020) explains that this is one of the most important PESTLE analysis factor which includes culture and lifestyle changes, opinions, values, people’s views, social mobility, their attitude towards technology and other things. Obesity and being overweight has become a serious problem all over the world.  Based on an article from Shaw (2020) he explains that obesity and overweight affect around 711 million individuals worldwide, according to estimates which the government is now promoting exercise by maintaining a healthy lifestyle and as a result Amazon offers the service of delivering things right to your door that does not require any effort. This only reveals that persons can now do in home training and exercising by buying the products they need on Amazon. On the other hand, Marketing Tutor (2021) believes that shopping online on Amazon has a positive and negative outcome whereas persons are becoming lazy and complacent by depending on Amazon for everything like streaming movies, food items and grocery shopping while the millennials and the young generation love shopping on Amazon and senior citizens who doesn’t like going outside has an easier access to use Amazon which provides opportunities for Amazon to reach more people across the world.
Technological Factors - Opportunity 3 (O 3)
     Technology is one of the most driving force in today’s era and can be view as the backbone of Amazon (Marketing Tutor, 2021) and is concentrating on cloud computing (amazon web service) as a way to meet the needs of its clients. Since is Amazon is known to offer Amazon Prime that allows fast shipping and delivery this technological factor has pressure on Amazon to ensure that the company sort, manage packages with two-day guaranteed services (Marketing Tutor, 2021). Pratap (2018) describes that to keep customers interested, customer service is especially crucial, and improved use of technology in this area is even more important for good customer service to engage with the millennial generation. Shaw (2020) reports that Amazon provides 24-hour live chat services every day for customers who haven't received their products, need a refund, have packaging issues, need a replacement or just have any other concerns with the shipment. This technological factor helps to build brand loyalty to better serve customers. 
Environmental Factors - Opportunity 3 (O 3)
     Since Amazon is mainly an online store, it does not exempt them from their contributions to the natural environment.  Pratap (2018) suggests that “to do business responsibly, even e-retailers must focus on numerous aspects such as waste reduction, energy use and packaging. Amazon has also made significant investments in CSR and sustainability to invest into environmentally friendly packaging, renewable energy, trash reduction and investments in community sustainability projects. While, Amazon is putting a lot of emphasis on renewable energy it has made significant efforts in this sector in order to achieve long-term independence from non-renewable energy”. 

Legal Factors - Threat 2 (T 2)
     As a multinational e-commerce company, Amazon has to ensure that they adhere to the legal rules and regulations as it pertains to the company doing business in various countries besides the host company. Marketing Tutor (2021) explains that antitrust laws, discrimination laws, consumer protection regulations for ecommerce enterprises, and data protection laws are just a few of the legal issues that could influence Amazon and counterfeit products regulations are in high demand from their customers. The government is putting a lot of pressure on multinational firms like Amazon to submit their consumer databases to them because some of the clients are on the government's terrorist watch list and Amazon has lately been accused by the FBI of selling merchandise to customers on the terrorism watch list and this is viewed as breaking international safety regulations (Shaw, 2020). These acts may have serious repercussions on the company, therefore it is in the best interest if Amazon have a complete understanding of the dos and don'ts of operating in a specific country. 
2.3 Porter’s Five Force Model
     Porter's Five Forces is simply a model that identifies and analyzes five competitive forces that define every sector and aids in determining an industry's strengths and weaknesses (Williams. 2020). In order to fully grasped a better understanding of the online e-commerce presence the Porter's Five Forces analysis will evaluate how each force influences Amazon in the international market. They depict five industrial dynamics that drive competition within a single sector, revealing the industry's overall strengths and weaknesses and is widely used as a deciding factor for future company strategy based on the research' findings.
Threat of New Entrants – Opportunity 1 (O 1)
    While there may be existing competition in the market they are not the only threat to Amazon because potential newcomers can also pose competitive challenges and it is quite common for new entrants to enter new markets to try obtain competitive advantages. It is relatively easy to create an online platform to do business, however with a name giant like Amazon it would require massive investments in warehouses, marketing, distribution, creating a user-friendly website, and customer support and more to knock it out of the ball park easily (Adamkasi, 2017). Kamesh (2018) suggests that in order for any new competitor to pose any threat to Amazon it must be heavily invested in deep learning, modifying customer experience, computer vision and more. It is safe to say that the threat is low when compared to new entrants in the market.
Bargaining Power of Buyers - Threat 1 (T 1)
     Amazon customers have a lot of power in this business because there are so many options and the flexibility to just find a similar product online for a lower price. Marketing10 (2020) describes that Amazon's advantage is its ability to provide a wide range of products with millions of options for its consumers at a low cost and with the greatest customer service than any other brand would struggle to achieve this level and as a result, it's difficult for customers to find other businesses with the same level of experience elsewhere. Therefore, buyers have a high bargaining power against Amazon.
Bargaining Power of Suppliers - Opportunity 2 (O 2)
    Since it is critical for the bargaining power of suppliers to be met, consumers uphold expectations of the delivery of their goods, all year round. Amazon takes up a lot of market space, leaving suppliers with very little freedom to explore. ‘Suppliers have a greater influence in the e-commerce industry and without them, merchants would be unable to supply their customers but Amazon is the most well-known competitor in the industry and has a significant advantage over its suppliers. There are numerous vendors who deal with Amazon, but they must adhere to Amazon's rules and regulations’ Marketing10 (2020).  The bargaining power of suppliers is low.

Threat of Substitute – Threat 2 (T 2)
     Amazon sells a wide range of products in all areas, and many traditional sites or stores can immediately replace the service offered by the company. Adamkasi (2020) suggest that since Amazon does not sell a unique product, it is prone to a higher risk of a higher threat of Substitute goods. The online industry is high due to similar products sold online can also be bought in a physical store which threatens the e-commerce environment because of the flexibility you get when shopping at a physical location.

Competitive Rivalry – Threat 3 (T 3)
      The competitive rivalry in the market is high due to a tremendous amount of businesses in the industry offering similar products and online sales. While Amazon is the largest e-commerce organization, it experiences competition from companies like eBay, Alibaba, Wal-Mart and so much more therefore it is necessary for Amazon to remain innovative and standout to secure its position in the market. Lower costs and readily available substitutes increase Amazon's pressure because customers may easily switch from one store to another for an even lower price (Marketing10, 2020).







3.0 Findings
     Based on the current position from the various tools used to analyze the current market condition of Amazon, it is safe to say that the various factors highlighted will continue to strengthen the brand image and allow growth opportunities for the challenges faced.
[bookmark: _GoBack]    The macro-economic challenges faced in the SWOT Analysis provides Amazon to use these issues and turn them around into growth opportunities to improve the company’s overall image. For example, the pandemic has slowed down some of the delivery process due to the high demand of the products and barriers to entry to doing business in some foreign countries. Since Britain left the EU, there is an open possibility that Amazon can form an alliance to expand business in the UK. On the other hand, Amazon also faces threats in the SWOT analysis where sellers will emerge with fake products to offer customers and this can hurt the brand image. One possible solution to this is whenever these sellers are caught offering fake products, the company can block these same fraudulent sellers from ever doing business on their platform.
     The PESTLE analysis had some weakness as well after the evaluation was done in terms of the government and taxation policies that hinder the company from expansion into other countries. One solution for this is that, to try and gain governmental support by donating and contributing to the well-being of a country and partner with them to ensure all regulations are met which in turn would facilitate an easier transition into a new or saturated market. On the other hand, the Porter’s Five force looked at all five competitive forces and have the ability to spot game-changing trends early on and move quickly to seize the opportunity and use the Forces in their (Amazon) favor by fully comprehending them and improving or changing where necessary. 







4.0 Conclusion
    Overall, Amazon has proven that its performance is consistently generating the publicity it needs to be classified as one of the biggest online retailer in the e-commerce market. Amazon’s innovative techniques allowed it to shred its competitors leaving it as the leading market in the e-commerce industry. It is expanding rapidly and emerging into new markets that will undoubtedly become profitable with adequate investment. The company's size is comparable to none before it, making it impossible to assess the total influence of such a large and competing force.
    Lastly, the company has enough resources to discourage competitors in every industry it participates in, nevertheless, it has to watch out for the possible key issues mentioned in the SWOT, PESTLE, Porter’s Five Force that might pose a problem in helping the company from achieving its long-term goal by pointing out major challenges and in the same breath, highlight elements/factors/opportunities that can help the company hold the top online retailer position in the retail market.














5.0 Recommendations
     Amazon continues to be the market leader in online retail despite increased competition from corporations like Walmart, eBay, Alibaba and more. The SWOT/PESTEL/Porter’s Five Forces identifies crucial challenges that can either affect or impact on the company's long-term success. There are several opportunities and threats that were listed in the SWOT/PESTEL/Porter’s Five Forces that can be used as a recommendation for the company to adjust to the necessary change or improve upon a particular area that can help expand the company to continue be a top seller in the retail market. Some following recommendations conclude:
1. Based on (O 2) in the SWOT analysis the aim is to expand the company's activities into new regions, which have significant e-commerce growth potential and quick economic development. In addition, to this Amazon can work on upgrading their user face by maintaining and improving its present cyber security and strategies when exploring into the new markets. 
2. Based on (O 2) in the PESTLE analysis due to the ongoing pandemic where some persons are stuck at home and willing to adapt a healthy life style change at home, Amazon services of delivering gym supplies, healthy supplements and more right to your door can impact on consumer confidence and the remote or macro-environment stability of the organization by strengthening the brand to increase revenue and market increase. This recommendation as a result, can see an increase in market saturation and Amazon may continue to grow amidst the Covid-19 pandemic in the market.
3. Based on (T 2) in the PESTLE analysis some recommendations to help nullify the Legal threats that can affect the success of the company is by avoiding legal ramifications, Amazon must also follow the criteria set forth in its agreements with brands and suppliers in which ever host country it enters as a means to show that they respect and can adhere to the law laid out by the governing country in which they enter without hurting both the relationship with the specific supplier and the company's overall image.
4. Based on (T 1) in the Porter’s Five analysis as it relates to bargaining power of buyers, some recommendations for Amazon to nullify these specific threats are: 
- By establishing a broad consumer base it can lower buyers' bargaining power and provide the company the opportunity to streamline its sales and production processes.
- Customers can frequently seek discounts and offers on well-known products but if Amazon.com continues to introduce new products, it may reduce customers' bargaining power.
    All in all, based on the recommendations listed above from the opportunities and threats provided, there must be some consideration on micro economic decisions and how it would affect the company. As it relates to price elasticity of demand, if Amazon decides to change the price of some of the products/services offered it would not affect the quantity demanded since the company offers a wide variety of products. Dans (2018) suggests that due to price increases like those seen in Spain or Italy, Amazon Prime appears to be fairly inelastic after price increases in other markets: existing customers accept the price increase because they value the benefits of subscription, while new subscribers do not appear to be put off unduly. Subsequently, supply and demand of products are affected since the pandemic which has forced vendors to make some crucial decisions that will have a direct influence on their Amazon stock levels in terms of their quantity level and what they can offer to customers. All these recommendations can create a long-term competitive edge for Amazon in the online market.
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