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[bookmark: _Toc129280929][bookmark: _Hlk129290235]1.0 Introduction
[bookmark: _Toc129280930]1.1 Amazon.com, Inc. Background
Undeniably, Amazon.com, Inc. is arguably one of the most influential companies in economic, as well as cultural terms. Having a humble beginning as just an online retailer selling books (Hartmans, 2021), the company had described in its LinkedIn profile that it had transformed into a multinational software development company, that is focused on a variety of fields, such as e-commerce, Retail, Operations, and the Internet (LinkedIn, 2023). Amazon was initially founded by Jeff Bezos in his garage in Washington, on July 5, 1994, Amazon started off being an online college textbook bookstore, which evolves into a multi-service and product e-commerce platform (Flamand, Wisher & Riley, 2020). 
          Amazon confidently shared its organisation’s mission to “continuously innovate and improve consumer experience”(Amazon, 2018). In alignment with this goal, Amazon focuses on raising their standards and increasing customer satisfaction, with the help of technology and digital empowerment, which is aimed to better serve their customers in their search, discovery, and purchase of a product, and also to enhance, as well as ease the process for business and content creators that are on their platform (Amazon, 2018). In short, Amazon place customer satisfaction at the top placement of its organisational goals. 
          To date, Amazon is recognised as one of the Big Five American information technology companies, as well as one of the most valuable brands globally (Amazon, 2023). They are also known for being the world’s largest online retailer, with its paid subscription plan, “Amazon Prime”, garnering over 200 Million subscribers in various countries (Coppola, 2022). As such, the competitive and development strategy that Amazon practice is certainly an interesting research topic.
[bookmark: _Toc129280931]1.2 Report Limitations
As this report focuses and critically analyses the competitive and development strategies that Amazon had practiced in its business operation, the main part of the report includes a descriptive definition of competitive strategy in general, the adoption of Porter’s generic strategies by Amazon, as well as the benefits received and limitations faced by Amazon as they undertake the strategies. However, as this report is being restricted with a word count, it is unable to deeply explore and convey all the aspects of Amazon intricately.

[bookmark: _Toc129280932]2.0 Competitive Strategies 
[bookmark: _Toc129280933]2.1 What is a competitive strategy?
There are dozens of definitions that could define the word strategy, as the word’s meaning varies in context. In the context of business, strategy implies the choices, decisions, and actions that are taken by the management of a business, with the purpose of achieving a certain target; that includes planning and tactics that the business organisation utilises to increase sales, attack, or counter their competitors, as well as to realise their organisational goals and increasing their company value( Porter, 1980; Nickols, 2016; Olson, Olson, Czaplweski & Key, 2021). Focusing on competitive strategy in business refers to the specific strategy a business organisation undertakes to create or gain, as well as maintain a competitive advantage over their competitor (Bertelè & Chiesa, 2001). 
[bookmark: _Toc129280934]2.2 Porter’s Generic Strategies
In Michael E. Porter’s (1980) take on competitive strategy, he identifies that the competitive advantage of a business relates closely to activities that are involved in its value chain; which means that the significance of the competitive advantage depends on how well the organisation arranges and executes their strategy in generating value. Porter (1980) furthers his take on competitive strategy by focusing on four generic strategies that firms could focus on; cost leadership, differentiation, cost focus, and differentiation focus. 
              [image: ]
Diagram 1: Porter’s Generic Strategy (Michael E. Porter, 2011)
[bookmark: _Toc129280935]2.2.1 Cost Leadership Strategy
[bookmark: _Hlk129051833]Defining the comparative strategy of Amazon using Porter’s generic strategy, the cost leadership strategy explores how an organisation strives to become the lowest cost competitor; this can be achieved by exploring ways to further reduce costs at every level of their business operation (The Economic Times, 2023). Cost leadership does not necessarily imply that the business organisation should produce low-quality products to provide them at a low price point; in contrast, it suggests producing, decent, or acceptable quality products at a price that is comparably and significantly lower than a competitor’s product, which attracts consumers that are price sensitive (Islami & Mustafa, 2020; The Economic Times, 2023).
[bookmark: _Toc129280936]2.2.2 Differentiation Strategy
On differentiation strategy, its focal point is on the development of a unique product or service that is valuable to consumers, which enables a business organisation to stand out, or distinguish itself apart from its competitors (Porter,2011; Islami & Mustafa, 2020). Porter (2011) further explains in his book that consumers are more likely to develop loyalty towards brands or firms that can provide valuable differentiation in their service and product. For a successful differentiation, consumers will be strongly attached to the firm’s differentiation, which leads to reoccurring sales (Islami & Mustafa, 2020).  In most situations, companies will need to charge their products more to provide differentiation for their consumers, as the firm has branded their products as above-average, or better quality; however, differentiation strategy may also explore on other attributes other than quality, such as variety, providing additional services, as well as marketing approach (Porter, 2011).
[bookmark: _Toc129280937]2.2.3 Cost Focus Strategy
 In cost focus strategy, a business organisation is looking to achieve a cost advantage within its targeted market within a competitive industry (Porter, 2011). Very much like the mentioned cost advantage strategy, the cost focus strategy aims to reduce the cost of their operation, as well as provide a lower price point than their competitors as well (Islami & Mustafa, 2020); however, both strategies differ in that the cost focus strategy only caters to a specific segment or group of consumers, excluding those that are not within the segment in their strategy (Porter, 2011). Cost focus strategy indicates that business organisation utilises the differences in cost behaviours of their targeted consumers to their advantage, and work their strategy around them, which is helpful in brand building and loyalty (Hendron, 2022).
[bookmark: _Toc129280938]2.2.4 Differentiation Focus Strategy
Differentiation focus strategy depicts a business organisation offering unique products or services to a specific or targeted segment market-specific segment or group of consumers, also excluding those that are not within the segment in their strategy (Edwards, Ketchen & Short, 2019). Porter (2011) explained that in most cases of cost difference strategy, the consumers from the target segment are typical with unusual wants and needs, and differentiation focuses business organisation works to exploit and satisfy these wants and needs. Hence, these business organisations would dedicate themselves to catering to these targeted markets exclusively, and usually include a high price premium for their products or services. 
[bookmark: _Toc129280939]3.0 Amazon’s Strategy
Applying Porter’s generic strategy to Amazon, there is evidence of Amazon heavily includes cost leadership and differentiation strategies in their competitive strategy.
[bookmark: _Toc129280940]3.1 Cost Leadership Strategy
In a case study on Amazon’s competitive strategy by Dudovskiy (2022), he described Amazon as a “cost leadership strategy at an extreme level”. This is due to Amazon having a broad market segmentation, which also means their demands are higher in demand compared to their competitors (Flamand, Wisher & Riley, 2020). After decades of operation, Amazon has gained an immense following, along with loyal customers, and resulting in greater sales and demand, which enables them to mass purchase products at a much cheaper price point from suppliers (Martha, 2022). As an outcome, Amazon can provide a wide variety of products that are in the acceptable to good quality range, meanwhile also keeping their prices low (Flamand, Wisher & Riley, 2020), beating their competitors in the pricing game. In addition, Amazon had focused on widening its market segmentation, putting a lower priority on its profits earned, which is aligned with its strategy to provide its  products at a cheaper price point (Flamand, Wisher & Riley, 2020). Hence, Amazon can gain high buyer interest; at the same time, most of their competitors are not able to keep up or imitate their strategy, as they are not equipped with broad market segmentation, or they simply are not capable to price their products as low as Amazon’s. 
[bookmark: _Toc129280941]3.2 Differentiation Strategy 
Unlike most brands that are looking to integrate a differentiation strategy in their business to include price premiums in their product (Porter, 1980), Amazon is looking to provide differentiation without increasing the price of their products, but to improve overall customer experience. The strategy is well practiced by Amazon, as they rolled out a fast-paced delivery service that enables parcels to arrive to consumers the same day as purchase; having a wide variety of products, having a total estimation of 12 million items in their inventory (Breslin, 2023), as well as a different type of services including Amazon Store, Amazon Web Services, Amazon Prime and more (Amazon, 2023). Their differentiation strategy is supported hugely by Amazon’s decision in investing in new cutting-edge technology to implement in their daily business operation, which benefits both Amazon customers and their suppliers. With Amazon Prime, Amazon can have a deep understanding of the consumer behaviour pattern of their subscribers, which includes their online transactions frequency, preferences, wants, and needs that will help them to better improve themselves. Amazon also noted that their Same-Day Delivery has continuously evolved into a faster system, especially in metropolitan cities in the United States, and they are working to include Same-Day Delivery in more cities outside of the United States. As Amazon puts more attention and priority on gaining market share instead of increasing profit, Amazon will need to have a healthy balance of financial targets and strategic objectives (Flamand, Wisher & Riley, 2020), in which they are still able to achieve their financial goals, while also provide a satisfying experience for their customers. 
[bookmark: _Toc129280942]4.0 Advantages and Disadvantages of Amazon’s Strategy 
This section reviews the pros and benefits Amazon had gained through the implementation of cost leadership and differentiation strategies; as well as includes the cons and drawbacks that Amazon faces that resulted from the implementation of the strategies. 
[bookmark: _Toc129280943]4.1 Advantages of Amazon’s Competitive Strategy
Among all the advantages of the competitive strategies that Amazon had enjoyed, the more prominent one is the immense profit they can generate from the huge number of sales, orders, and subscriptions.  In 2022, Amazon reported a 9.4% increase in net sales from last year, with $514.0 billion, in comparison to the $469.8 billion they made in 2021 (Amazon, 2023). Moreover, despite amazon operating in a very small profit margin due to the cost leadership strategy, they had been still able to have huge revenues as they exploit economies of scale, have constant updates on the operation of their business, as well as enabling flexibility to their suppliers and sellers in response to satisfy the demands of consumers (Dudovskiy, 2020). Mishra (2021) mentioned in her article on LinkedIn, for the past 15 years, Amazon was able to present itself as the retail market leader in the US; with more than 70,000 entrepreneurs able to generate impressive annual sales of $100,000 or more. That shows how dominated the retail market is by Amazon.  
          On top of that, with the right planning and utilisation, cost leadership strategies and differentiation strategies can work synergistically. As Amazon is profiting and gaining a huge market share from cost leadership strategies, they pump these profits into the funds of developing new differentiators in their business, and launching new products or services at a lower price point than other companies (Tomasetti, 2023); and the cycle continues. The cycle enables amazon to have constant growth in their businesses overall, which prolongs Amazon’s survival period and increases the stability of their business operations. 
          Furthermore, the differentiation strategy encouraged Amazon to venture into new types of business products and services that would continue to add value to its brand (Amazon,2023). In 2022 alone, Amazon launched Amazon Clinic, a virtual healthcare platform that enables people to receive treatment for approximately 24 common health conditions with just a few clicks away (Crist,2022); as well as Inspire, a feed that is currently available in US Amazon shopping app that enables their users to have personalised shopping feed based on their selected interest (Amazon 2023). These new platforms and features further elevate Amazon’s value among consumers, as well as making them almost incontestable in several of the industries that they are involved in.
[bookmark: _Toc129280944]4.2 Disadvantage of Amazon’s Competitive Strategy 
As Amazon utilises a cost leadership strategy and they provide over 12 million products (Breslin, 2023), they are open to the risk of selling products of unsatisfying quality to their customers. However, Conley (2022) shared in an article that the product quality of Amazon’s products is seeming been decreasing over the years, with nearly one-third of their customers having non-satisfying orders at least once a month. As a result, that creates space for Amazon’s competitors to attract these dissatisfied Amazon customers, as customers attracted using cost leadership strategy are mostly price and quality-driven (Porter, 2011); if another retailer can provide a better price with better quality compared to Amazon, they would likely purchase from them instead. 
          Besides that, as the differentiation strategy encourages Amazon to invest in other industries to launch new products and services to stay on top of the game, the risk of investing in the wrong project is also moderately high. As mentioned in an article by Garcia, a differentiation strategy requires a huge sum of capital for innovation; as a lot of money is required for market research, product or service research and development, as well as manufacturing. In 2022, Amazon credited their net loss to a non-operating expense; a pre-tax valuation loss of nearly $13 billion from common stock investment in Rivian Automotive, Inc., an Electrical Vehicle start-up (Peters, 2023). Thus, that shows that even big and successful business conglomerates like Amazon are also prone to the investment risks of differentiation strategy.


[bookmark: _Toc129280945]5.0 The future of Amazon 
[bookmark: _Toc129280946]5.1 Conclusion 
In a nutshell, the cost leadership and differentiation strategies of Porter’s generic strategies are working wonders for Amazon; with Amazon having a constant increase in net sales yearly (in the US) and consistently launching new in-house products and new services that overall increase their brand value. In the recent decade, immense growth can be seen from the business conglomerate; with vast business expansion and venture in several industries, and continuously being at the top of the online retail industries of several countries (Amazon, 2023). Quoting Andy Jassy, Amazon of CEO, “We’re encouraged by the continued progress we’re making in reducing our cost to serve in the operations part of our Stores business”, Amazon is said to continue to efforts in reducing operation costs and provide better value for their customers. However, there are several downs to their strategies as explained previously, as Amazon are prone to risks of a quality downgrade of their products and also investment fails. As such, these risks need to be monitored and solved appropriately; aligning themselves with the proper measure that correlates to their vision- “to be Earth’s most customer-centric company”.           
[bookmark: _Toc129280947]5.2 Recommendations  
On the recommendations that Amazon could take into consideration, the first suggestion revolves around product quality. As one of the main strategies for Amazon is offering low price goods that are true to value, or better, realistic consumers will have moderate to low expectations on their purchase, but if the product had not met even the lowest of their expectations, it is easy for competitors to fill up these expectations instead (Edwards, Ketchen and Short, 2019). In short, effective measures of quality management are much needed by Amazon to ensure that the quality of their products is up to their customer’s expectations. 
          Another point for Amazon to focus on in its future operation is the well-being of its employees. In recent years, there’s been increasing feuds between unsatisfied Amazon workers and the business conglomerate; from wage and working conditions disputes, strikes, unexpected lay-offs, internal employee fights, as well as corporate secrets being leaked (Spencer,2023; Bienazz,2023; Hale, 2023; Al-Sibai,2023), the HR department in Amazon is seeming to have a lot on their plate. As these issues evolve, Amazon’s reputation will get a hit and loses the confidence of shareholders and stakeholders alike. Hence, Amazon’s top priority at the moment should be ensuring that their employees are in a positive workplace, making sure that their employees are motivated to help Amazon in reaching greater heights. 
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