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1.0 Executive summary 
The purpose of this report is to propose a new strategic direction for the business, appropriate for the new market environment post pandemic. Two significant areas of focus were determined by the business, as key factors to safeguard the new strategic direction. To “discover a new way forward for delivering innovative customer care” and “ensuring future resilience and sustainable competitive advantage against a backdrop of a pandemic” (UWTSD, 2021). 

A thorough strategic analysis of the organisation was undertaken. Internal aspects were investigated utilising an analysis of Strengths, Weaknesses, Opportunities and Threats (SWOT). An external analysis was also conducted using another model. Political, Economic, Social, Technological, Environmental and Legal (PESTEL) factors. 

Concluding evidence confirms the organisation is the world’s largest online retailer (Segel, 2021) and has adopted a globalization strategy (Bowen et al, 2015). International presence has been established with 760 fulfillment/distribution sites (Abc-supply-chain, 2021) and operates in thirteen countries (Davis, 2021). Amazon offers an unrivalled catalogue of 350m unique products (Dayton, 2021) and world-renowned customer service (Schlosser, 2018). This was identified as a core-competency (Barney, 1991/Prahalad and Hamel, 1993) -Appendix B and a rare capability (Barney, 1995) -Appendix A. The organisation has managed the pandemic successfully, by generating profits of £20.63bn (Timmins, 2021). A fruitful partnership was developed with Morrisons (Morrisons, 2020), by merging the resources/capabilities of both firms and the e-commerce expertise/convenience of Amazon (Harris, 2020). This partnership is a rare capability (Barney, 1995) -Appendix A. The business also launched an updated version of algorithmic software (A10) during this period, to interpret/predict customer habits/purchasing trends (Arishekar, 2021) and react to customers before they even know they need it (McKinsey and Company, 2020). This is an inimitable capability (Barney, 1995) -Appendix A, further supported by specific marketing targeted to the regulations of individual countries (Husted and Allen, 2006). There is conclusive evidence to suggest Amazon has incorporated hyper-personalization elements into the business (McKinsey and Company, 2020). Future strategic direction of Amazon, lies in continued international growth. 

There are four recommendations to deliver based on the analysis conducted;

1. Branching out into video game streaming services, to compliment Prime Gaming (Amazon, 2021) is the first recommendation. The business already has the necessary real-time tools, to integrate this technology into a service (McKinsey and Company, 2020). Streaming services have seen a spike in usage (70%) over the pandemic period (Beech 2020) and further forecasted exponential growth over the following decade (200%) (O'Connor, 2021). Further expansion of online presence was determined to be a valuable resource (Barney, 1995) -Appendix A, as a consequence increasing profits and satisfying shareholders (Mendelow, 1981).

2. Acquiring the resources/capabilities of useful competitive/tech organisations, is the second recommendation. COVID-19 has caused many organisations to suffer financial strain (GOV.UK, 2020). Amazon’s wealth ($1.7t) (Canales, 2020), a unique resource (Barney, 1995) -Appendix B, provides an opportunity to procure other organisations. Approaching struggling businesses could mean reduced costs for Amazon, preventing negotiation haggling issues (McKinsey and Company, 2020). Amalgamating another business such as KIVA (Guizzo, 2008), could reduce costs (Ang, 2021) and increase revenue, satisfying shareholders (Mendelow, 1981). This would also secure long-term sustained competitive advantage (Prahalad & Hamel, 1990).

3. Amazon has already disrupted the high-street over the last twenty years, the COVID-19 pandemic has further unsettled competitive organisations conducting business there (Schaverien, 2018). Increasing a bricks and mortar presence is the third recommendation. Expansion in the absence of previous competitors, will increase profits (Timmins, 2021). Increasing presence in high footfall areas, will deepen customer loyalty (McKinsey and Company, 2020).

4. Hiring People/Culture Managers will improve employee relations and prevent issues developing from within (McKinsey and Company, 2020). Changing the internal/external perceptions of the business culture and “how things are done around here” (Handy, 1996), will aid in strategy implementation/action (Johnson et al, 2013). A solid organisational base built with positive “social glue” elements (Alvesson, 2002), will lessen resistance to change. This view is corroborated by theorists (Drucker), “culture eats strategy for breakfast” (Fast Company, 2012) and (Freeman), unsatisfied employees can have a detrimental impact on profits (Freeman, 1984).


2.0 Terms of reference 
This report was commissioned by Jeff Bezos Chief Executive Officer (CEO) on 6 October 2021, to lead a sudden onset emergency project team. The agenda is to develop a suitable strategic direction post pandemic. The report is to be completed by Senior Manager – Alyn Morgan by 17 December 2021.

































3.0 Introduction
Mintzberg called strategy “a pattern in a stream of decisions” (Mintzberg, 1978). Chandler elaborates, strategy is a decided long-term plan, with set aims/objectives, accompanied by implementation of action sequences and distribution of resources to achieve targets (Chandler, 1962). Johnson and Scholes describe it, as a course adopted by a corporation over a lasting duration, which attains a competitive advantage through thoughtful positioning of resources, that considers a fluid market environment and meets stakeholder expectancies (Johnson and Scholes, 2001). According to Lynch, “strategic management is complicated” but “exciting and challenging”. He states, there is no single agreed definition of strategic management (Lynch, 2018). Porter describes it as, a combination of managerial decisions/actions, that determine the long-term direction of the organisation, in relation to their strengths/weaknesses and potential future threats through “long-range planning” (Porter, 1980). According to Johnson et al, strategic management is a long-term plan to achieve a competitive advantage, it provides scope and allows the organisation to configure/position their resources within a fluid environment, to meet business needs and fulfil stakeholder expectations (Johnson et al, 2013).  Stakeholders are collective/separate entities directly affected by the success of a firm’s goals (Freeman, 1984). Interestingly, these definitions of strategic management have changed over time. Modern definitions place equal emphasis on financial return as stakeholders needs/expectations. According to Cartsen and Spector, the media spotlight is firmly focused on corporate misdoings, such as; human rights, environmental and tax avoidance violations. To avoid public scrutiny, firms now ensure Corporate Social Responsibility (CSR) principles are built-in to strategies (Cartsen and Spector, 1987). 

Johnson et al, suggest strategic management, is comprised of three components, Strategic Analysis, Strategic Choice and Strategy Implementation (Johnson, et al, 2013). 
[image: ]
Strategic Analysis – Understanding the strategy objectives, recognising the business position and identifying the resources/capabilities (Porter, 1980). This usually entails a SWOT, PESTEL, Porter’s five forces and Stakeholder analysis. Wright et al argue, “strategic tools are indispensable for business and competitive analysis” (Wright et al, 2012). 

Strategic Choice – Decision-making phase, where conceivable options are determined. Evaluating these options is conducted and the most suitable/feasible option is selected (Johnson et al, 2013). Porter states, the most important decision in strategy is deciding “what not to do” (Porter, 1985). Drucker argues, “there is nothing so useless as doing efficiently that which should not be done at all” (Drucker, 2012). 

Strategy Implementation/Action – The most difficult part. Implementing strategy is complicated and fraught with challenges (Johnson et al, 2013). The list of resistance factors is vast, lack of ownership, executive support, incentives, recognition, increased burdens, job insecurity etc (Broyles and Harvey, 2010). Strategies depend on the strength of relationships between individuals within an organisation (Drucker, 2012).

3.1 Background
This report will apply theoretical strategic models and concepts to Amazon. Founded in 1994 by Seattle based entrepreneur Jeff Bezos, Amazon began as an online bookstore (Hartmans, 2021). Now a multifaceted tech giant, Amazon deals in e-commerce, data storage, logistics, robotics etc (Starr, 2020). The brand is recognised as the world’s largest online retailer (Segal, 2021), with 350 million unique items on the catalogue (Dayton, 2021). Amazon have 1.3m employees (Macrotrends, 2021) and 1.9m small businesses, sell products via the website (Amazon, 2021). Amazon’s largest global competitors are Alibaba, eBay and Walmart (Segal, 2021).




4.0 Main Body

4.1 SWOT 
A SWOT analysis is applied by businesses to internal investigations/benchmarking/market analysis/scenario planning (Leigh, 2009). Helms and Nixon state, findings made via this analysis can lead to a balanced view and unearth new concepts (Helms and Nixon, 2010). Leigh stresses, these factors can usually be influenced by the business (Leigh, 2009).

	[bookmark: _Hlk88480079]Strengths
1 – The largest global online retailer (Segal, 2021). 

2 – Innovative organisation that frequently invests in Research and Development (R&D) (Connelly, 2021).

3 – Boasts an unrivalled product range. Including third party sellers, there are 350 million unique items (Dayton, 2021).

4 – Expertise in global logistics and distribution networks (Leblanc, 2020).


	Weaknesses
1 – Amazon is increasingly scrutinised for their environmental impact, particularly the high usage of cardboard (Scheimer and Chakrabarti, 2021).

2 – Amazon is infamous for avoiding tax payments globally (Neate, 2021).
 
3 – Poor working conditions at fulfilment centres draws negative press, compounded by poor employee retention (Sainato, 2020).

4 - Amazon currently has a low bricks and mortar presence on the high-street. This can cause customers to seek alternatives, if they are unable/unwilling to wait for deliveries (Schaverien, 2018).

	Opportunities
1 – Diversify into emerging markets. Providing an online video gaming service to complement Prime Gaming (Amazon, 2021).

2 – With their disposable wealth, there is opportunity to acquire other competitive e-commerce businesses. Removing competition and gaining their resources (Ang, 2021).  

3 – Limited competition on the high-street, presents the opportunity to expand into bricks and mortar (Schaverien, 2018).
	Threats
1 – The merger or diversification of competitive organisations could cause Amazon to alter their strategy (Segal, 2021).

2 – The review of tax regulations for tech giants, coupled with foreign trade agreements, could affect Amazon’s bottom line (Neate, 2021).

3 – Computer software vulnerability in Amazon Web Services (AWS), could be exploited by hackers who would have access to a wealth of customer information (Goodison and Novinson, 2021).




(a) Greatest threats to Amazon.

1 - Horizontal mergers could be a threat to Amazon. Reynolds and Walters define this as, two businesses operating in the same industry at the same time, joining capabilities and resources (Reynolds and Walters, 2008). A recent example, is the acquisition and incorporation of Facebook, WhatsApp, Instagram and Messenger (Sureka, 2021). Should rival firms Alibaba and eBay (Segal, 2021) join forces, this presents a real threat to Amazon’s market share and strategy plans. Their combined resources could rival Amazon on a global scale. However, both organisations are also competing against each-other and conflicts of interest could prevent a merger.

2 - In 2020 Amazon recorded sales of £20.63bn (Timmins, 2021).  The business paid £0 in corporation tax for 2020 (Purves, 2021). UK corporation tax is equivalent to 19% (PWC, 2021). A digital tax equivalent to 19% would equate to £3.9bn, however, the percentage could be higher.  In 2020, the organisation invested £1.6bn in UK operations infrastructure (Williams, 2021). A digital tax imposed by the US/EU/UK, could level the playing field for global competitors and threaten future augmentation plans. 

3 – A successful hack/data breach of AWS could be harmful. Clearview - AI’s client list, was breached in 2020. In-excess of three billion records exposed and facial recognition data stolen. This was the largest ever recorded breach. Companies such as Facebook, YouTube and Twitter were affected (Hayes and Connor, 2020). A breach could be harmful to credibility. The brand value/reputation and convenience of Amazon’s services is likely to overshadow customer concerns regarding data.


4.2 Mendelow’s Power/Interest Matrix
[image: ]The Power/Interest Matrix is a tool to evaluate stakeholders’ positions and attitudes. Stakeholders are grouped into segments, determined by their perceived power/interest. Power is determined by level of impact stakeholders have on the organization. Interest is established by stakeholders’ desire to understand day-to-day details. Some stakeholders are fixed, whilst others are fluid. Certain factors result/influence changes in position (Mendelow, 1981).

High power, highly interested stakeholder’s – this group must be closely managed. Efforts must be made to engage and satisfy them at all costs (Shareholders/Government/Partners/Competitors). These parties are key-players. They can offer; financial support, guidance, aid in successful integration of processes/projects/policies and ‘removal of red tape’, to speed up change.

High power, less interested stakeholders – this group must also be satisfied. Messages delivered to this group must be concise/less frequent to maintain attention and alleviate boredom (Full-time employees/Large-suppliers/Customers). They offer; practical support/experience in project success. Deliver valuable resources. Provide beneficial data. A source of financial income.

Low power, highly interested stakeholders – this group must be kept informed, to ensure issues are resolved quickly without escalation (Activist groups/Minor shareholders/Middle management). These can deliver valuable advice, financial support and build trust.

Low power, less interested stakeholders - this group must be monitored. Commination must be concise to hold attention (Disengaged employees/Casual employees/Small suppliers). 
[image: ]
Stakeholder theory - Henry developed the shareholder vs stakeholder table to illustrate the different players/objectives/strengths/weaknesses and supportive theorists (Henry, 2008).	According to Freeman, stakeholders share benefits/successes amongst all parties with interest (Freeman, 1984). Elkington states, the objectives of stakeholders are more diverse, they benefit all, not the few (Elkington, 1997). Organizations with aims that align with society, are more likely to achieve long-term advantage (Chavez, 2011).				


4.3 McKinsey and Company – Hyper-personalization
Hyper-personalization consists of four elements.

Knowing your customers - Firms capable of compiling, organizing data for customer behaviours, can efficiently and effectively engage their audience. 

Reacting to customers before they even know they need you - Analysing customer data is invaluable. Resource data enables marketing specialists to identify/predict trends. (This could be used to monitor incoming calls in customer service). Determining call volume, peak periods, common faults/concerns and required staffing-levels. This also provides training opportunities, as calls are recorded. These can be used to train/coach/develop staff. This benefits the customer, by reducing waiting times, provides trained/more empathetic customer service agents to resolve issues.

Integrating technologies and contacts across all channels – Implementing and integrating appropriate technology, can align internal departments, including finance/research and development (R&D)/marketing and operations. Benefiting customers by allowing data collaboration through the organization and creates a better customer experience. 

Implementing real-time agent tools – Firms incorporating extra functionality often revamp/remove un-user-friendly tools, to improve customer experience. Introducing user friendly tools removes barriers for customers provides a platform for “in-moment” coaching and improves customer service (McKinsey and Company, 2020).


4.4 SWOT analysis merged with Mendelow’s Power/Interest Matrix and Hyper-personalization 

Strengths – Amazon is the world’s largest online retailer (Segal, 2021), with large customer base, brand loyalty (Danziger, 2018) and renowned customer service (Schlosser, 2018). This is a core-competency (Barney, 1991/Prahalad and Hamel, 1993) -Appendix B and a rare capability (Barney, 1995) -Appendix A. As high powered/highly interested stakeholders (Mendelow, 1981), |Amazon shareholders will be pleased with management throughout the pandemic, recording sales profits of £20.63bn (Timmins, 2021). The firm reacted to the needs of customers, before the customers knew they needed them (McKinsey and Company, 2020). Amazon frequently invests/innovates via Research and Development (R&D) (Connelly, 2021). Amazon has organised capabilities (Barney, 1995), with R&D innovations -Appendix A. Introduction of sophisticated algorithmic software (A10), allows for interpretation/prediction of customer habits/purchasing trends (Arishekar, 2021). This is an inimitable capability -Appendix A. Amazon innovated/diversified during the pandemic. A partnership with Morrisons (Morrisons, 2020) was negotiated, that offered next-day delivery for options for customers (Harris, 2020). This as a rare capability (Barney, 1995) -Appendix A. This integrated Amazon’s technologies, connected multiple channels and provided access to Amazon Customer Services for Morrisons groceries (McKinsey and Company, 2020). Amazon’s market knowledge (Arishekar, 2021), was found to be a core-competency through competency analysis (Barney, 1991/Prahalad and Hamel, 1993) – Appendix B. As high powered/highly interested stakeholders, Morrisons are a key player (Mendelow, 1981). Amazon’s unique product range, encourages 197m purchases online monthly (Dayton, 2021). This is a unique resource via a resource analysis (Barney, 1991/Prahalad and Hamel, 1993) –Appendix B and a valuable capability (Barney, 1995) –Appendix A. Amazon invests heavily expanding distribution/convenience for customers (Leblanc, 2020). Currently Amazon are second behind Royal Mail (Cotton, 2021). This is a rare capability (Barney, 1995) –Appendix A. Amazon’s global logistical reach, is a unique resource (Barney, 1991/Prahalad and Hamel, 1993) –Appendix B. This suggests Amazon has a globalization strategy. Companies that adopt this approach seek to compete globally. The organization expands internationally, offering goods/services outside home borders, in pursuit of greater profits (Bowen et al, 2015). Amazon know their customer and react to their needs (McKinsey and Company, 2020). Amazon customers are high powered, less interested stakeholders, that the business is keeping satisfied (Mendelow, 1981). 

Weaknesses – Global tax avoidance (Neate, 2021), is drawing governmental attention (Stabile, 2020). As highly powered, highly interested stakeholders (Mendelow, 1981), global governments seek to impose taxation. The European Union (EU), propose a digital tax for online organizations (European Commission, 2018). Taxation equivalent to UK corporation tax (19%) (PWC, 2021), could see a bill of £3.9bn on 2020’s profits (Timmins, 2021). High taxation could impact the ability to invest (Williams, 2021). As high powered, less interested stakeholders, customers’ needs must be satisfied (Mendelow, 1981). Amazon’s low bricks and mortar presence (Schaverien, 2018), fails to meet the needs of customers who are unable/unwilling to wait for deliveries (McKinsey and Company, 2020). Employees are collectively high powered, less interested stakeholders (Mendelow, 1981). Ongoing allegations of impoverished working conditions/poor employee preservation (Sainato, 2020) damage reputation. Weekly turnover of hourly staff is 3% (150% annually), average businesses turnover is 12-20% annually (Scammell, 2021). Environmental impact is a topic of scrutiny. The organization is responsible for thousands of vehicles, 80 commercial planes and billions of cardboard boxes (Scheimer and Chakrabarti, 2021). The organization has a poor relationship with activist groups. Members of Amazon Employees for Climate Justice, have been threatened with dismissal (BBC, 2020). These stakeholders are low powered, but highly interested, the business is failing to communicate effectively (Mendelow, 1981). Elkington suggests, organisations cannot be sustainable/ethical without equally prioritizing people, profit and planet. He argues, firms have responsibilities to direct/indirect stakeholders (Elkington, 1997). Carroll suggests, businesses have a duty to observe “economic, legal, ethical and philanthropic” elements (Carroll 1979). These elements fall under the umbrella term CSR (Blowfield and Murray, 2019). Society expects organizations to positively engage with stakeholders, participate in philanthropic activities and reduce carbon footprint (Lea, 2002). Mediocre CSR within an organization can have a detrimental effect and lead to diminished profits (Cartsen and Spector, 1987). Taking this into consideration, Amazon is failing with CSR principles and some stakeholders are not satisfied (Mendelow, 1981). 

Opportunities – The organization is reacted slowly to establish a high-street presence. The dying high-street presents an opportunity to expand the business (Schaverien, 2018). Amazon has GO/Fresh stores in some major cities. Customers can walk-in, collect items, all without queuing and then pay wirelessly (Amazon, 2021). By diversifying and adapting to customers, the organization adapts to what customers want, and can integrated real-time tools/technology into this process (McKinsey and Company, 2020). COVID-19 presents many opportunities for organizations to diversify into new/emerging markets, especially in entertainment industries. Streaming services saw a 70% increase in usage during the pandemic (Beech 2020). Expanding online presence is a valuable resource (Barney, 1995) – Appendix A. Amazon could capitalize by coupling Prime Gaming (Amazon, 2021), with online game streaming services. The entertainment streaming industry is forecast to grow 200% in the next decade (O'Connor, 2021). An opportunity has presented to diversify pre-existing technology (McKinsey and Company, 2020) into a new service. This will increase profits, please shareholders and satisfy customer needs (Mendelow, 1981). Amazon can acquire competitive businesses, pressured by the ongoing effects of COVID-19. Amazon’s vast wealth of $1.7t (Canales, 2020), is a unique resource (Barney, 1991/Prahalad and Hamel, 1993) -Appendix B. Obtaining/integrating firms at reduced financial costs (Ang, 2021), could lead to large profit margins and satisfy shareholders (Mendelow, 1981). 

Threats – Competitors Alibaba/eBay/Walmart (Segal, 2021), are high powered, highly interested parties (Medelow, 1981). The firms may seek strategic alliances or horizontal mergers to compete (Reynolds and Walters, 2008). Their integrated technologies, contacts and resources across channels (McKinsey and Company, 2020), could impact market share. This merger would draw the attention of Amazon’s high powered, interested stakeholders (Mendelow, 1981). Should global governments introduce a digital tax, profits could be compromised (Neate, 2021) and investment plans endangered (Williams, 2021). Lack of investment could prevent future implementation of real-time tools/integration of technologies (McKinsey and Company, 2020). Although, AWS is a unique resource (Barney, 1991/Prahalad and Hamel, 1993) –Appendix B, a successful hack could damage reputation and impact profits (Goodison and Novinson, 2021). A hack disabling the website could negatively affect high powered, less interested parties, such as customers, who would express displeasure. This would also cause high powered, highly interested stakeholders to consider the financial implications (Mendelow, 1981).


(a) Mendelow’s Power/Interest Matrix (Stakeholder’s diagram)
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(b) Johnson et al Cultural Web
[image: ]Johnson et al argue, culture plays an important part within organisations and can affect strategy implementation. They developed the Cultural Web model as a visual aid (Johnson et al, 2013). This view is shared by many leading theorists. Drucker once said, “culture eats strategy for breakfast” (Fast Company, 2012). Handy stated, a disruption to “the way things are done around here” can result in resistance to change (Handy, 1996). Alvesson describes an intangible phenomenon as “’Social glue”. He states, this is what holds firms together” (Alvesson, 2002). These views support the stakeholder theory proposed by Freeman. Stieb stated, stakeholder theory encapsulates the connections of organisations, staff, customers and environment (Stieb, 2009). Freeman argues, unsatisfied employees, consumers and societal members, can impact shareholder profits (Freeman, 1984).

















4.5 PESTEL
A PESTEL analysis is an investigation of external forces that could potentially harm a business. These threats are categorised into Political, Economic, Social, Technological, Environmental and Legal segments, as the acronym suggests (CIPD, 2020).

	Political/Legal
· President Joe Biden singled out Amazon as Americas greatest tax avoider (Stabile, 2020). The European Union (EU) drafted a Digital Tax proposal to target online businesses (European Commission, 2018).

· Legal Regulations could be enforced by Governments, to prevent the sale of certain goods on the website (Hern, 2020).

· Lack of a trade deal between the UK and the EU after BREXIT could distress the supply chain (Forrest, 2021).

· Changes to Employment Law, such as minimum wage increases would affect the organisations bottom line (Gov.uk).
	Economic
· Fluctuations in Gross Domestic Product (GDP) could hamper investment plans (ONS, 2021).

· The disposable income of consumers could be affected by rising costs of living (Chu, 2018). 

· A reoccurrence of a banking collapse such as Lehman Brothers in 2008, would disrupt global trade/supply (Economist, 2013).

	Social/Environmental
· The purchasing habits of customers could alter, to prefer homegrown/produced, in preference to imported (Bruning, 1997).

· Working or lifestyle changes could occur. Individuals could increase/reduce screen-time (Lund et al, 2021).

· Consumers have become more aware of their environmental impact, through their purchasing decisions (Latham, 2021). 
	Technological
· Online organisations are becoming increasingly susceptible to cyber-attacks (BBC, 2020).

· The technology integral to the organisation must be continually updated, including hardware/software/polices (Computer Weekly, 2020).  
























4.6 Porter’s Five Forces
[image: ]The Five Forces model is based on five factors that Porter says impacts/determines how competitive a business is/can be, in their chosen environment (Porter, 1979).

Rivalry among existing competitors – referring to the ferocity level of competition within the market. Significant competitors could engage in price war tactics, by undercutting on chosen products. The more businesses offering competitive low prices, the lower the power retained by firms. 

Threat of new entrants – referring to the ease of establishing a new business within a market. The higher the threat, the cheaper and less time constricting for new entrants. Industries with high entry barriers prevent new competitors from entering the market and capitalizing on trends with opportunistic ventures. 

Power of suppliers – referring to the ease of attaining goods/materials at competitive prices from suppliers. The more suppliers, the cheaper products/resources become. Industries with few are likely to pay premium prices, as switching supplier is not an option. 

Bargaining power of buyers – referring to the demand for goods/services from buyers. A small company with one large customer retains little power and buyers are able to negotiate lower prices. Whilst a large firm with many small customers, can charge steeper prices as demand is high. 

Threat of substitutes – referring to the possibility customers could switch allegiance to other competitors products/services. Organisations with unique products/services are likely to retain custom. Whereas others are at risk of being imitated and undercut on price (Porter, 1979).


4.7 PESTEL analysis merged with Porter’s Five Forces

Political/Legal - President Biden publicly condemned Amazon for tax avoidance. Biden insists, “they must pay their fair share” (Stabile, 2020). The EU shares this opinion and drafted a Digital Tax proposal, to target online businesses. “Today's international corporate tax rules, are not fit for the realities of the modern global economy” (European Commission, 2018). Barney stated, a competitive advantage can be attained in the uniqueness of an organisations resources and their usage of said resources (Barney, 1991). Should significant taxation be imposed, rivalry with competitors will intensify, lessening competitive advantage. A French high court ruling prevented the sale of non-essential goods in France. Under penalty of €1m a day fine, Amazon were forced to sell only essential goods. Future Legal regulations could be enforced on the business, should further waves of COVID-19 cause lockdowns (Hern, 2020). According to Porter, a competitive advantage is attained through offering greater value. He suggests, this can appear in two forms. A lower price or delivering superior benefits/services at a defensibly higher cost (Porter, 1980). Such regulations could force potential customers to pursue substitute goods or cheaper alternatives. An analysis conducted using Bowman’s clock shows, Amazon have put their fulfilment operations in a hybrid position, offering elements of differentiation and low price (Bowman, 1997). However, extensions of the business such as AWS etc are positioned elsewhere -Appendix C. A VRIO analysis shows Amazon have valuable resources, in own brand products (Amazon Basics) (Lamb, 2021), to alleviate the threat of substitutes (Barney, 1995). Non-essential goods such as apparel could see sales fall, as consumers could re-wear, recycle or upcycle their current clothing as a substitute to new. The continued uncertainty surrounding BREXIT and stagnant trade negotiations between UK and EU could hinder the existing supply chain structure. Purchasing goods within the EU with the intention to sell in the UK, could incur additional costs (Forrest, 2021).

Economic – Fluctuations/declines in GDP indicates a struggling economy. According to the Bank of England, poor GDP causes a fall in incomes and increases and jobs (Bank of England, 2021). A global pandemic caused Prime Minister (PM) Johnson to announc a series of national lockdowns in 2020 (GOV.UK, 2020). As a result, the UK suffered a 9.9% fall in GDP, due to the impact of COVID-19 on the economy (ONS, 2021). According to Mistlin, the UK public is fearful of leaving their homes to shop for essential-items during the pandemic (Mistlin, 2021). As an online organization with minimal bricks and mortar presence, Amazon had a competitive advantage as there was minimal disruption to operations. According to Barney, organisations with valuable/rare, resources/capabilities can attain a temporary competitive advantage (Barney, 1995). Amazon were also able to secure a partnership deal with Morrisons, to deliver next day fresh food and groceries via the website (Morrisons, 2020). Harris states, Amazon were able to capitalize on more consumer screentime and their next day delivery service of essential items (Harris, 2020). Prahalad and Hamel would argue, this is an example of rapid diversification, by becoming inimitable over the medium to long-term (Prahalad & Hamel, 1990). A 37% growth in profits was documented in the third-quarter of 2020 and record annual profits (The Guardian, 2020). The global financial crisis of 2008, endangered the global banking system and impacted UK GDP by 6% (Bank of England, 2021). Governments globally were forced to rescue their economies, by using taxpayer bailouts to avoid total collapse (Economist, 2013). During this period there was a significant danger of unpaid wages on colossal scale (Chu, 2018). The result caused a credit-crunch, global recession and UK debts soared to unseen levels since WWII (Bank of England, 2021). A collapse mirroring 2008, would diminish website traffic and reduce spending.  Another potential threat, is the share price. This could hamper future investment or scupper readymade plans (Garrido, 2017). However, this could also generate growth for Amazon, as it did in 2008. Amazon with their immense wealth, were able to outlast the competition and capitalize on the gaps left behind by failed organisations (Davis, 2018). With the possibility of a repeat event, Amazon could become a buyer in a position of strength, as seen before with KIVA (Guizzo, 2008). A VRIO analysis suggests this is an inimitable capability – Appendix A. Takeovers/real-estate/goods purchases, at record low prices, could provide competitive advantage post event. 

Social/Environmental – Before the pandemic homeworking was principally small scale at 6.6%, the number grew to 40% in April 2020 (ONS, 2020). Lund et al suggest, remote working will become more prominent in the future with a minimum of 20% staff working remotely (Lund et al, 2021). Buffton sights, increased productivity, reduced costs, improved motivation and organizational flexibility as factors (Buffton, 2021). The introduction of new technological products/services, coupled with remote-working has increased online sales. E-commerce sales grew by £24b during 2020, compared to 2019 (Statista, 2020). This changing dynamic offers scope to increase marketing for subscription services, such as Amazon Prime/Prime Video/Amazon Music etc. These resources identified as unique, via a resource analysis, see appendix (b). A VRIO analysis indicates this is a rare capability, see appendix (a). However, Porter would argue, this dynamic environment invites the threat of new entrants (Porter, 1979). The UK voted to the leave the EU on 23 June 2016 (BBC, 2016). BREXIT, sparked trade negotiations between the UK and EU (UK Parliament, 2021). These trade negotiations remain in contention to present, with both sides remaining steadfast for better deals (Edgington, 2021). The UK public are likely to seek substitute products during this period. PM Johnson urges the UK public to “buy British” insisting, we produce some of the best goods available (Settle, 2021). Bruning states, “the source of a product, indicates a level of quality and value to the customer”. Bruning also argues, a collective state of public pride, can be a decision-making driver (Bruning, 1997). This suggests, UK consumers attitudes could adapt in preference of homegrown/produced goods in favour of imports. In this event, competitive rivalry amongst competitors could intensify. UK suppliers will assume positions of power. New demand for their goods/services will drive up prices for buyers and consumers. Limiting access of foreign suppliers to UK consumers could disturb Amazon’s supply chain. Currently there is “no deal” between the UK and EU (GOV.UK, 2021). Merchants within the EU selling their goods through the Amazon, will likely be subjected to tariff costs (Stevens, 2020). Consumers “have dramatically evolved” in their attitudes towards sustainability. 60% were dissuaded from purchasing unethical products or services, with 9/10 forecasting they would continue in the future (Latham, 2021). The UK Government has pledged the UK will become a net zero state from 2050. However, new legislation could see emissions cut 78% by 2035 (GOV.UK, 2021). This new legislation is likely to include challenging targets for businesses. Amazon emissions output augmented 15% in 2019 (Arcieri et al, 2020). The new 78% reduction target of 2035, will be especially challenging for Amazon, who have vowed to become neutral by 2040 (Amazon, 2019). The organization will need to adapt their sustainability plans to incorporate this new change. 

Technological – COVID-19 brought about the need to substitute previous forms of entertainment. Closing cinemas/theaters, heightened the demand for online streaming services. According to Beech, online usage to spike 70% and online streaming surged 12% during lockdown (Beech, 2020). The market was worth $50b in 2020, is forecasted an increase to $240b in 2030 (O'Connor, 2021). Currently Amazon Prime occupies 16% market share (Statista, 2021). The increased demand during this period raised the threat of new entrants. Disney launching Disney+ (Whitten, 2020) and secured 11% market share (Statista, 2021). Amazon is a leader in the cloud storage market (Statista, 2021). A VRIO analysis shows, this is a rare capability - Appendix A. However, online services are prone to cyber-attacks. Amazon repelled the largest known cyber-attack to date in Feb 2020. The attack was 44% larger than experienced previously. BT stated, the volume of targeted website requests, likened 50% of their annual recorded traffic in a solitary event (BBC, 2020).  A failure to deter future events could crash services and increase rivalry amongst competitors, if customers service is interrupted. Hacking and poor data protection, leading to leaks, are also possibilities. A recent breach saw customer data released by Amazon staff (Computer Weekly, 2020). These can affect company reputation and cause a loss of trust, opening opportunity for competitors to capitalize. 

(a) PESTEL and Porter’s Five Forces linkages
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5.0 Conclusion
Analysis suggests the organisation has adopted a globalization strategy. It competes internationally and seeks to expand (Bowen et al, 2015). Amazon is the world’s largest online retailer (Segal, 2021). The firm has established an international presence, with 760 fulfillment/distribution sites (Abc-supply-chain, 2021). It operates in thirteen countries (Davis, 2021). The catalogue is unrivalled, with 350 million unique items and continuously growing (Dayton, 2021). Currently 1.3m individuals are employed by the firm, a 67% growth from 2019 (Macrotrends, 2021). Suggesting Amazon is thriving during the COVID-19 pandemic. A global logistics division has also been established (Leblanc, 2020), supporting vendors in 188 countries to sell goods (Bryk, 2021). 1.9m small businesses sell products via Amazon (Amazon, 2021). AWS also has global reach, supporting other organizations and foreign governments (Syal, 2021).  Services such as; Prime Video/Music/Gaming etc, are available internationally and can be accessed wherever the account holder has an internet connection. As a business Amazon frequently invests/innovates/diversifies by using R&D operations (Connelly, 2021) to gain a competitive advantage (Porter, 1985). This was identified as an organized capability in a VRIO analysis – Appendix A. The business showed an ability to adapt during the pandemic, by entering into negotiations/partnership with Morrisons (Morrisons, 2020). The partnership offered customers the provisions of Morrisons through the Amazon website. Using the resources/capabilities of Morrisons and the e-commerce expertise/convenience of Amazon, customers had the ability to purchase essential items with next-day delivery (Harris, 2020). The partnership was identified by a VRIO as a rare capability, - Appendix A. The firm has adopted a multidomestic strategy. Websites have been specifically tailored to meet customer needs, for example; they appear in the official language and incorporate local tastes/trends. Integrated algorithms (A10), interpret/predict customer habits/purchasing trends (Arishekar, 2021), reacting to customers before they even know they need it (McKinsey and Company, 2020). A VRIO analysis signaled, this is an inimitable capability - Appendix A. The business also offers specific marketing targeted to the regulations of each country (Husted and Allen, 2006). Amazon has world leading customer service and reputation (Schlosser, 2018). This was identified as a core-competency, through analysis, see appendix (b). Barney suggests, this is also a rare capability (Barney, 1995), see appendix (a). This is evidence Amazon has built-in hyper-personalization elements, by knowing customers (McKinsey and Company, 2020). The future strategic direction of the organisation is to continue growing globally. The firm will expand fulfilment/distribution/logistics operations into currently Amazon uncopied countries.


6.0 Recommendations 
1. The COVID-19 pandemic has caused a shift in consumer preferences, particularly in entertainment sectors, where growth spiked 70% (Beech 2020). The streaming market has a forecasted growth of 200% over the next decade (O'Connor, 2021). Amazon already has a video streaming service (Prime Video), however, there is further scope to diversify, increase revenue/finding appropriate channels to prioritise/reacting to the customer before they reach-out (McKinsey and Company, 2020). Prime Gaming is a video game purchasing service (Amazon, 2021), that could also be coupled with game streaming, this adaptation would meet the requirements customers (Mendelow, 1981). The organisation has the necessary real-time tools/technology to integrate this capability (McKinsey and Company, 2020). Further expanding online presence, was unveiled as a valuable resource (Barney, 1995) -Appendix A. Increasing business profitability will satisfy shareholders (Mendelow, 1981).

2. The impact of the pandemic has caused financial strain on the retail sector (GOV.UK, 2020). Financial pressure has caused many businesses to close. Amazon’s massive wealth (Canales, 2020), a unique resource -Appendix B, presents an opening to acquire businesses at cut-prices. Negotiations during the epidemic period could prevent/reduce issues (McKinsey and Company, 2020), stakeholders in other businesses, find themselves in need of Amazon’s for future financial security/employment. Acquiring/amalgamating organizations (Guizzo, 2008), can reduce costs (Ang, 2021), increase revenue, satisfying shareholders (Mendelow, 1981) and solve current business problems (McKinsey and Company, 2020). This would increase the Amazon catalogue (Dayton, 2021), providing better choice for customers. Innovating is key to long-term sustained competitive advantage (Prahalad & Hamel, 1990), along with a relentless customer focus (Oberoi, 2020).

3. Amazon has successfully disrupted high-street shopping and driven competitors from the market (Schaverien, 2018). Expanding high-street presence is the absence of these competitors will increase profitability (Timmins, 2021). Currently, Amazon GO/Fresh stores only exist in few major cities. Rolling-out these stores on a greater scale, will react to the needs of the customer, by integrating technology/implementing real-time agent tools (cashless payment), preventing issues and deepen customer loyalty (McKinsey and Company, 2020). 

4. Amazon draws criticism for perceived poor working conditions and staff retention (Sainato, 2020). Employee perception of “the way things are done around here” (Handy, 1996), needs to evolve and change. Employing a People/Culture Manager will reduce issues within the workforce (McKinsey and Company, 2020). Introducing this manager to monitor the businesses “social glue” (Alvesson, 2002), will aid in strategy implementation/action (Johnson et al, 2013), as there will be less resistance to change. This is supported by leading strategists. Drucker said, “culture eats strategy for breakfast” (Fast Company, 2012) and Freeman suggests, unsatisfied employees can have a detrimental impact on profits (Freeman, 1984).






























7.0 Appendix

(a) VRIO
Barney developed this model, by adapting Porter’s (1985) competitive advantage theory. Barney organized business capabilities into four sections Valuable, Rare, Inimitable and Organized (Barney, 1995).
[image: ]
Valuable - Businesses without valuable resources are in an uncompetitive position. They mitigate threats and exploit opportunities (Barney, 1995). Expanding high-street presence by opening Amazon GO shops (Amazon, 2021). This increasing consumer convenience and competes in a new environment. Release of own brand products (Amazon basics) developed as cheaper substitute options to market leaders’ products (Lamb, 2021).

Rare - Organisations with a rare resource capability, can achieve brief competitive advantage (Johnson et al, 2013). The Amazon website is becoming a “one stop shop” for consumers, with access to the globe’s largest online product catalogue (Dayton, 2021). Groceries can also be purchased through website, using Amazon Fresh and their association with Morrisons (Morrisons, 2020). The majority of goods are available next day. (Amazon, 2021). The organisations customer base and brand loyalty, sets it apart from the competition (Danziger, 2018). Amazon has a global reach in both fulfillment and logistics operations. There are currently in excess of 760 sites globally, including fulfillment/sortation centers and delivery stations (Abc Supply Chain, 2021). These are concentrated in thirteen countries (Davis, 2021), however, venders in 188 countries can distribute their goods via the website (Bryk, 2021). Entertainment services such as, Prime Video, Music, Audible etc. are attainable through a single subscription (Amazon, 2021). Amazon’s AWS cloud service is currently the market leader, in the $150b market (Statista, 2021). AWS holds contracts with the UK Government and stores data for MI5/MI6 (Syal, 2021). 

Inimitable - Prahalad and Hamel argue, sustainable long-term advantage is rooted in rapid innovation. This is essential to remain ahead competitors (Prahalad & Hamel, 1990). Amazon procured robotics companies such as KIVA, along with patented proficiencies and sophisticated artificial intelligence (Guizzo, 2008). This is problematic and costly to imitate. The organization has amassed two decades of specialized market knowledge in an everchanging and challenging environment. The key to this success is credited to “relentless customer focus and innovation” (Oberoi, 2020). Amazon have recently installed the tenth generation of algorithmic software dubbed A10. According to Arishekar this is highly refined technology, that interprets many aspects of customer purchasing habits. Some factors considered are; sales history, organic sales, impressions, reviews, click-through rate, pay per-click etc. (Arishekar, 2021). This software along with longstanding specialized market leader knowledge is inimitable to competitors. 

Organised – Barney argues, sustained competitive advantage can only achieved by identifying the organisations unique attributes and proficiencies (Barney, 1991). According to Prahalad & Hamel, these proficiencies can be described as core competencies. They state, these are accomplished through learning experiences, recorded, shared internally and united with processes and procedures (Prahalad & Hamel, 1990). The core competencies of Amazon are attributed to the efficiencies of innovation lead by research and development (R&D) (Arishekar, 2021). Leadership principles such as “customer obsession, invent and simplify and hire and develop the best” (Amazon, 2021), compliment this innovative approach (Barney,1995).






(b) Resource and competence mapping
Below developed using an amalgamation of work based on Barney (1991) and Prahalad and Hamel (1993).

	Criteria
	Necessary Resources
	Unique Resources

	












Resources
	



Human: 
Employees – Direct workers to process and support workers to manage.

	Services: 
International websites, specifically tailored to each country.

Globe’s largest online catalogue (Segal, 2021).

Amazon Prime service: Free next day delivery on millions of items, exclusive lightning deal eligibility, Prime Video subscription. Prime Music subscription, Prime Gaming subscription, free next day delivery Amazon Fresh. (Amazon, 2020).

AWS: Data storage, “the most comprehensive and broadly adopted cloud platform” (Amazon, 2020).

	
	Physical: Premises/Equipment/Inventory – A place to conduct business, equipment to process/manufacture and products to sell.
	
Global network: 
Worldwide fulfilment centres and logistics hubs (Abc Supply Chain, 2021).



	
	
Financial: 
Funding – Capital to nourish the business.
	Wealth: 
World’s most valuable company, valued at $1.7trillion (Canales, 2020).

	
	
	Reputation: 
Leading brand in customer reputation (Schlosser, 2018).

	






Competences
	Threshold Competences
	Core Competences

	
	Basic customer service.
	Expert customer service: 
World renowned customer service, key to the brands reputation (Schlosser, 2018).

	
	Basic market knowledge.
	Market knowledge: 
Expert market knowledge attained through 20+ years-experience (Arishekar, 2021).

	
	A supply chain.
	Specialised recruitment: 
Leadership principle of “hiring and developing the best” (Amazon, 2020).

	
	Basic recruitment.

	[bookmark: _Hlk58439753]Trademark/Copyright: 
Trademarked logo, copyrighted websites and own brand products. 10,000 active patents (Columbus, 2019).

	
	Basic Health & Safety.
	Efficient processes: 
Streamlined processes, scrutinised using kaizen and continuous improvement methods.



(Johnson et al, 2013)






(c) Bowman’s strategic clock
[image: ][image: ]Bowman’s model is used to identify the strategic position of the business. The organisation can use the model to position their goods/services, in a competitive position versus competitors’ offerings. Position is determined by price and perceived value (Bowman, 1997).
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