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An overview of today’s business environment shoes the increasing and rapid development of technology. For businesses to remain competitive businesses are required to constantly check their business models to adapt to changing environmental trends and developments. A company’s ability to respond to changes is important to achieve organisational success. This essay outlines how Amazon responds to multiple business issues that it encounters continuously. Amazon, founded in 1994 as a small online bookstore has massively increased overtime into a huge globally aware business (Stone, 2013). Due to Amazons’ diverse business model and the impact globally it is subject to multiple environmental factors, such as Amazon is affected by factors including, demographic trends, technological developments and legal requirements. Amazon is an ample example of how companies analyse the difficulties in a business environment. The organisation was chosen because of its strong reputation and for being innovative. Although Amazon has proven itself to be adaptable through change of technology it now receives scrutiny concern its environmental footprint (Davenport 2021). By examining the positives and negatives of Amazons journey to success it creates an opportunity for a fair and interesting assessment. Firstly, this essay will show examples of a business environment and explain why it’s important to analyse certain elements. Relevant theories will be discussed as PESTLE and Porters Five Forces Model. A major section of this essay will explore the use of PESTLE analysis to show the external elements influencing Amazon and show how its developing threats. Following through it will also show Amazons responses to environmental pressures and discuss the ability to adapt. Lastly conclusions will be made based on the information throughout the paper and shown how to assist and improve Amazons overall performance moving forward.

The business environment consists of multiple factors that affect how a business is run and how it makes decisions. Internally and externally, there are many different types of ways to think about the business environment. There are two main types of business environment such as macro-environmental which consist of external environmental issues and micro-environmental which are specific to the business and industry. These are customers and suppliers (Johnson et al 2020). Analysing the business environment of a company is important because it helps organisations to remain completive and ahead of others. Sometimes external factors are not in managements control but can impact decisions and results of an organisation. To this many companies will experience multiple external factors that have been influenced from economic or technological developments. An example of this is that it would decrease in consumer spending during economic hardship. An increase in technological advancements could lead to other opportunities and threats (Worthington and Britton 2018). There and multiple models that organisations use to analyse their macro-environment. One of the most well-known models for analysing macro-environment is called pestle analysis pestle includes six categories for examining political, economic, social, technological, legal and environmental factors. Organisations use pestle so that they can examine the potential opportunities and threats that come with each factor. Using pestle allows organisations to predict the future and prepare for them. Another common model used for analysing a company’s micro-environment is Potters Five Forces model, created by Michael Porter it explains how an industry has 5 basic completive forces that affect the profit margins and sustainability of an organisation. It includes competitive rivalry, threat by new businesses, bargaining power of suppliers, bargaining power of buyers and threat of substitute products. As a global business Amazon is exposed to numerous markets and regulatory systems therefore it must constantly assess and examine the external trends and issues that can impact their business such as technological innovations and changes to maintain their completive advantage. If Amazon fails to adapt to changing trends, they may lose business and lose advantage in the market. This may also cause reputational harm and may lose market share.
Amazons’ international presence makes the company vulnerable to multiple types of governmental actions. Policies across the globe have raised the level of security on major companies like Amazon with concerns that they operate and do not pay the correct amount of taxes. In US and Europe, they’ve investigated Amazons data use and its position within the markets (European Commission 2022). Government trade policies disputes directly affect how well Amazon can manage its supply chains. Import restrictions can raise costs and create more problems. Therefore, governmental stability is necessary for long term growth at Amazon. Economic factors including inflation, interest rates and consumer purchase can affect how the operation in an organisation is. Consumer spending is impacted by changes in purchasing power and demined because of inflation, interest rates and economic activity. When there are downturns in the economy consumers tend to cut back on buying therefore resulting in negative impacts to the retail portion of Amazon (Statista 2024). Although Amazon is exposed to consumer spending trends through its retail business, the exposure is mitigated somewhat by the diverse nature of the organisation. Due to its cloud computing arm, Amazon web services produce high level of revenue and is much less dependent on consumer spending behaviours (Davenport 2021). Due to the diversity of Amazons business model, the organisation can maintain financial stability when economic downturn happens. There are many social trends that contribute to the success of Amazon. There is a trend toward increased adoption of online shopping. Additionally, there are demands from consumers for greater convenience in terms of product availability, price and speed of delivery. These are things that Amazon offers to consumers (Kotter et al 2019). While there are many positive social trends that support the growth of Amazon there are also some social trends that will negatively affect the growth and profitability of Amazon. Many consumers have become aware of labour practices and employee rights. Any type of negative publicity can cause concerns and could possibly cause harm on the organisations image. Technology is a key factor that helps Amazons competitive advantages. Amazon is constantly investing into new forms of AI and machine automation to improve how they operate and increase efficiency in the company. Technology innovations such as, personalised recommendations based on a customer’s previous purchases can help increase sales (Brynjolfsson and McAfee 2017). Technologies such as drones for delivery and robots provide Amazon with future opportunities to grow further and more effectively than any other competition. Amazon is subject to many different types of legal exposures related to different laws. Laws add costs and complexity to operating Amazon (European Commission 2022). Agencies are constantly investigating complaints about behaviour of large organisations like Amazon. As a result, this can cause many fines against Amazon. As agencies develop new laws and regulations Amazon will be required to adapt to the new changes to avoid risk to the company. Environmental sustainability is an increasing issue for business today. Amazon has taken steps to show the environmental concerns by its use of electric delivery trucks and renewable energy investments; however, many consumers believe the company should take larger actions to improve the organisations environmental footprint (Amazon 2023).
Amazon can be flexible and fast changing in the market, this is the reason for Amazons long term success. The organisation runs in a dynamic environment. To achieve this Amazon utilises innovation and effective leadership. Therefore, the organisational adaptability allows for better responses to external environmental forces. Leadership style is one of the reasons why Amazon has been able to remain adaptable to constant changes. Under Jeff Bezos leadership the company was developed using a long-range planning strategy that focused on three main areas of customer satisfaction and excellence (stone 2013). A long-range planning strategy represents transformational leadership. This encourages organisations to innovate and constantly seek ways to improve (Burns 1978). This type of culture allowed Amazon to evolve from an e bookstore to a multinational diverse organisation. Another way Amazon has adapted to a changing environment is through diversifying. One of the main examples of this is developing Amazon Web services (AWS). AWS is now one of Amazons largest profit-making divisions. The development of AWS allows Amazon to move away from relying solely on its retail operations. Retailing is subject to fluctuation in terms of overall economic health (Davenport 2021). Diversification involves entering new product markets or new geographic markets (Ansoff 1957). Diversifying into cloud computing will create additional revenue sources for Amazon, therefore providing the organisation with more stability and the ability to respond better to future environmental changes. Technology innovation is another aspect of how amazon adapts. Amazon has invested a great deal of money in AI, machine learning and automation technology to make there processes more efficient and provide customers with a better experience. One example of how AI/ML technology provides a personalised experience for customers can be seen through Amazons suggestion algorithms. Using data collected from customer behaviour these algorithms offer customers customised recommendations based on their past purchasing history (Brynjolfsson and McAfee 2017). Another example of how technology improves efficiencies is through the implementation of robots in Amazons warehouse. Robots enhance operating efficiency and reduce costs with labour. The utilisation of technology as described above gives Amazon a sustainable competitive advantage according to Barney (1991). Amazon has also shown its ability to adapt due to responses in changing customer expectations. Due to increased demands for speed and reliability amazon has placed an emphasis on building logistics and delivery networks. Services such as same day delivery and next day delivery have become important factors (Haucap and Heimeshoff 2014). However, these types of services contribute to higher operational costs and negative impacts on the environment both of which present new problems for the organisation. Although there are many positive aspects of Amazons strategies for adapting to its changing environment there have been several criticisms toward the organisation concerning the treatment of its workforce. There have been multiple reports of workers working in excessive working conditions as well as high employee turnover rates which questions if amazon is successfully managing its human resources (Duhigg 2019). As a result of this Amazon has taken steps such as increasing wages and improving workplace safety. Although this does not show the organisation does react to issues when they are raised, critics believe that there need to be continued improvements. Another issue among organisations is that sustainability is becoming more prominent including for Amazon. Due to increasing environmental pressures, the company has established programs to combat and tackle climate change including its goal to reach zero carbon emissions by 2040 (Amazon,2023). Also, through investments in renewable energy and electric delivery vehicles. Amazon knows that companies are responsible for the environment and are taking steps to meet those responsibilities. However, due to the size of these operations the footprint left by amazon is going to be substantial therefore stakeholders still expect great accountability and transparency from the organisation. There are multiple potential strategies that may allow for enhancing the adaptable nature of Amazon, such as establishing a strong presence through corporate social responsibility (CSR) means this could lead to a greater level of respect for the company from multiple stakeholders and assist in creating a greater sense of shared interests between Amazon and its stakeholders. Based on Carrolls (1991) pyramid model for CSR businesses are accountable for fulfilling four categories economic, legal, ethical and philanthropic. Focusing on ethical practices and contributing positively to communitas would strengthen Amazons public image while also lowering the possibility for a damaged reputation.
Amazons’ ability to evolve has allowed amazon to be successful. Amazon has utilised its ability to diversify and enhance its position in markets by utilising technological innovation. This has created new risks and challenges. One key benefit of this approach is that amazon utilises the cost benefits of mass production. The global reach of amazon enables the organisation to offer consumers affordable options through reduced price points. The resulting market share growth from this advantage is furthered by Amazons economies of scale. However, utilising such a strong economy creates barriers for smaller competitors competing against amazons’ larger resources. Agencies located in US and Europe have increased scrutiny on Amazons business practices. (European Commission 2022). Another major benefit of this is the emphasis on providing value to its customers. Its focus is fast delivery and a wide variety of products at a competitive price which has resulted in amazon being one of the top e commerce organisations. A high level of demand places a massive burden on the organisation as it relates to investing significant amounts of money in building and maintaining needed to meet the high standards established by Amazon. Also, the need for continuous improvements to satisfy customers expectations. Amazon emphasis on utilising technology has enabled it to continue innovating and leading the competition. Technology is rapidly changing and creating new risks that they need to be prepared for and to face. Potential alternative platforms and competitors may emerge in the short-term future (McKinsey 2022). While based on sustainable development there is evidence that Amazon has made commitments to protect the environment. Many critics believe Amazons sustainability motives are insufficient given the scope of their business. Aspects of their business model that can contribute to their environmental footprint include the reliance on quick shipping and excessive packaging used to ship items to customers. Therefore, have a lot of work to do to ensure long-term sustainability (UNEP 2021).
Based on the data provided several suggestions nay be offered as possible way the organisation can be changed to improve. Amazons’ ability to adapt, long term business viability. Firstly, amazon has an opportunity to further develop into corporate social responsibility (CSR) especially about labour issues in the organisation. To include this development in CSR is improvising working conditions, creating a greater level of transparency within the organisation, developing a stronger organisational culture by communicating and involving employees to strengthen their reputation and potentially avoiding negative publicity surrounding the company. It also appears that there is a continued need for amazon to engage in sustainable practices. As mentioned, expanding the use of renewable energy sources, implementing methods to reduce packaging waste and utilising circular economy principles would massively increase the environmental sustainability of amazon. This would be in line with what many consumers now expect from the companies they purchase products from that is doing things in the manner which is environmentally friendly. Amazon needs to work on developing relationships with stakeholders such as the government and agencies. If amazon was to become more proactive and communicate with these groups on a regular basis it would be better to understand the environment and create trust with them. Amazon also needs to maintain active commitment to innovation while also taking steps to manage the risks of innovation. The introduction of new technology and entering new emerging markets will be crucial to sustaining their competitive position. At the same time the company must take measures to ensure that the strategic objectives of their growth strategy are sustainable and socially responsible.
The following describes the various pestle areas in which amazon experiences challenges and benefits. Due to the variety of influences of political, economic, social, technological, legal and environmental factors all contribute to an understanding of how they provide opportunities and challenges that require continuous environmental monitoring and strategic adaptability. By using a combination of innovative methods of innovation and costumer centric service offerings amazon has been adaptable to respond to changes in the pestle area influences. The leadership of amazon CEO Jeff Bezos allowed the company to evolve beyond just being an e commerce retailer to include additional segments such as amazon web services. This provided amazon with less reliance on retail sales and created stable source of revenue. Additionally, investment in advanced logistics systems and technologies were key components of amazon’s competitive advantages in global markets. Although amazon has demonstrated numerous strengths as described there are also serval weaknesses. Challenges resulting from labour relations issues, increased regulatory scrutiny and concerns about environmental sustainability demonstrate several constraints to amazons current operating practices. Amazon is extremely adaptable to respond to changing circumstances its long-term goals depend on a balance between growth and socially ethical practices. To maintain competitive in future years amazon must take steps to increase corporate social responsibility motives, enhance working conditions for employees and follow through with protecting the environment.
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