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Adapting to Change: A Business Environment Analysis of AMAZON



Businesses looking to expand typically face challenges stemming from changes in today’s economy and the characteristics of businesses. One of the best examples is Amazon. While Amazon is best known as an online retailer, it has also become a platform business, logistics provider and cloud services provider. Businesses are increasingly using advertising as a function of both their online retail and cloud service platforms. Since Amazon’s growth strategy relies on being able to operate within several external environments simultaneously, it makes sense that Amazon is an example of a business currently operating within the complex modern business environment. Amazon’s ability to deliver a seamless customer experience, an ever-growing number of office and warehouse facilities, along with its worldwide delivery network, all contribute to Amazon’s ability to fulfil customers’ needs, regardless of where they are located, in any of the available countries.
The business environment is the external context in which an organisation operates and makes its decisions about how to run the business. In essence, it includes the political, economic, social, technological, legal and environmental conditions that impact everyone involved with the business and how those conditions create or limit opportunities to compete successfully in the marketplace. Businesses are affected by larger systems outside the control of management, such as government policy, financial stability of countries, legal regulations at the federal, state and local levels, new and emerging technologies, and social expectations (Turner 2024).   Analysing these variables is very important for firms as changes in the external environment can very quickly modify a firm's ability to compete successfully. The business environment is integral to a company's overall performance (Abdullahi et al, 2025; Xie et al, 2025); in addition, it is essential to alter a global strategy to fit the legal framework and existing digital infrastructure at the national level (Meyer et al, 2023). Due to its multi-industry and multi-country operations, Amazon's external environment is far larger, more complex, and less certain than the traditional retail setting.
For businesses that want to grow or expand into new markets, the size of the company exposes them to even more external risk. The larger and more multinational a business becomes, the more government rules and regulations it must comply with, and the more scrutiny the business receives from the media regarding its reputation and concerns over how complex the business is to run due to the size of the company. A business may find itself vulnerable due to expanding too quickly without consideration of its environment, rather than having the benefit of scale when it has a larger and more successful operation. This is particularly relevant for Amazon. The company has significant financial, logistical and data advantages due to the sheer size of the company, but at the same time also attracts attention from politicians or utilises their business model to draw critical comments from the labour market and environmentalists. Therefore, for Amazon, expansion is not only about growth opportunities but also about the legitimate conducting of its business operations in a way that can withstand external criticism. In this way, Amazon is an illustration of one of the most pressing challenges facing today's businesses: as companies get larger, it becomes increasingly difficult to balance efficiency and compliance with innovation and trust.
Using PESTLE analysis will assist in understanding some of the challenges that Amazon faces as it continues to grow globally. PESTLE analysis allows for a discussion to take place regarding the political, economic, social, technological, legal and environmental forces that can influence the decision-making process within an organisation. According to Amazon’s PESTLE analysis framework described in the case study, several pressures are affecting Amazon, including those based on antitrust legislation, consumer behaviour, trust, cybersecurity, employment laws and environmental concerns; all of which have become intensified in the current environment. In addition to these types of pressures placed on the company by the PESTLE analysis, Amazon’s expansion process is shaped by policy & regulatory frameworks, ethical considerations associated with its business operations, labour conditions associated with its business, infrastructure located in proximity to its fulfilment centres, sustainability of its business operations, as well as social expectations of Amazon’s business model.
Politically, Amazon's environment is becoming increasingly difficult because of the growing concern over platform power. Governments and regulators are now assessing whether large-scale digital companies are causing negative impacts on competition by diminishing the ability of smaller competitors to successfully compete and giving themselves disproportionate amounts of power within their respective industries. The antitrust investigations into Amazon’s business practices are one of the most significant political issues that Amazon is facing as part of its business expansion challenge. In addition to the concern over anti-competitive behaviour, increasing fragmentation of regulations affecting global business (Turner 2024, Morgan Syropoulos & Yotov 2023) and government intervention in cross-border activities where competition is concentrated in the marketplace is placing increasing regulatory pressure on Amazon for additional scrutiny when entering into new service lines, increasing logistic capacity, utilizing artificial intelligence, or expanding in the cloud.
Thus, Amazon finds itself in a very challenging position when attempting to expand its business since they benefit from its overall size and scope, but at the same time, it is politically challenged since its successes as a business are viewed as market dominance by some parties. This is particularly evident in how Amazon operates in two roles.
As both a marketplace operator and as a participant in the marketplace itself (i.e. as a seller via its third-party seller network). Hence, Amazon may conduct their business in a manner that creates an advantage over its competitors by acting in a way that creates efficiencies; however, its competitive advantage could be viewed as market share dominance that would restrict competition to a level that does not allow for small businesses to compete or compete successfully. Taxation, supplier reliance and the larger presence of digital platforms in our daily economic lives are all political criticisms of Amazon, in addition to simply following regulations that are on the books. Amazon must also respond to feedback from public policy and demonstrate that its expansion does not threaten the public good or competitive fairness.
The state of the economy also has an impact on Amazon. The global economy is currently experiencing slow growth, inflationary pressures, consumer caution when thought of from a spending perspective, as well as continued volatility in costs. These factors influence both the demand for retail sales and the size of enterprise investments, which are the two fundamental elements of Amazon's business model. According to data from the International Monetary Fund in 2025, slower/global economic growth trends, and continued regional divergences are two trends that affect how much (household) people will spend or cloud purchases will occur and might create demand for investors. Together, the current state of the economy creates both a positive and a negative view of spending habits. Slow economic growth can translate to less discretionary spending on non-essentials, while it can also cause consumers to use online price comparisons to provide convenience while they buy their next subscription. Likewise, while businesses will reduce overall spending, they typically will continue to spend money on online tools to make their business more efficient.
According to Gupta et al. (2024), the present global expansion opportunities are dictated by both opportunity and cost pressures. Economic uncertainty increases the need for stronger forecasting and more adaptive planning (Al-Karkhi and Rzadkowski, 2025). For Amazon, the main challenge is not simply attracting demand but identifying which parts of its business model are most resilient in an economically unstable environment. Both Amazon Web Services (AWS) and Amazon Digital Ads are expected to grow revenue at a steady pace regardless of whether the overall retail market slows down; however, the risk exposure of these businesses will change dramatically. In addition, Amazon's overall business strategy includes a significant capital outlay for warehouse construction, data centre upgrades, transportation infrastructure and software upgrades. This will require further investment to expand its business operations in an inflationary economic environment, where the cost of borrowing is also increasing. While conditions are not an obstacle to Amazon's growth, they will limit the company's ability to invest in and grow its business.
Social factors will also be influential in shaping Amazon's environment. The company operates in an environment that is affected by various social factors such as trust, convenience and ethics. Although consumers predominantly expect a fast and inexpensive delivery service with some form of easy electronic transaction as well as low-cost services delivered via digital platforms, they are also increasingly concerned about how employees are treated, privacy of data, fairness in business and social responsibility by companies. The case study on Amazon correctly identifies consumer trust as the most critical factor influencing a company's performance. The research conducted by Ausat (2023) and Nozdreva, Konina, and Ponomareva (2023) demonstrates that how the public perceives the company and how global digital marketing affects consumption behaviour can change rapidly. Additionally, the studies conducted by Haris et al (2025) and Purwanto & Siagian (2025) provide that the ability to retain talent and execute a successful human resource strategy will become increasingly important in competitive industries.
As a result, there exists a conflict between convenience and legitimacy for Amazon. Customers can trust the company's low-cost delivery services, rapid delivery, and user-friendly operations; however, Amazon's credibility is diminished when people perceive that its employees are overworked, working in substandard warehouse conditions, being managed by algorithms, and when third-party sellers are being overly mistreated. Expansion viewed as socially extractive may incur reputational costs which undermine long-term trust; this is especially significant because Amazon relies heavily upon habitual use and familiarity with its brand. If individuals, employees, or regulatory bodies grow to associate Amazon's growth with harm to either society, operational efficiency alone will not provide legitimacy for Amazon.
Technological issues are potentially the most significant factors affecting Amazon's situation. Amazon has a strong footprint in the digital economy, and its ability to expand is dependent upon ongoing investments in cloud capacity, artificial intelligence (AI), cyber security, logistics automation and sophisticated data management systems. The business environment may serve as a major stimulus for enterprise-level digital transformation by prompting companies to upgrade their systems and processes. In addition to being an efficient tool for improving productivity through automation, AI is starting to impact businesses on a broader scale and affect the way companies compete and work with their customers (Luo et al., 2023; Corsaro et al., 2022; Mitrache et al., 2024; Chen et al., 2023). Amazon's 2024 reporting continues to illustrate growth within AWS, which illustrates just how important digital infrastructure has become in Amazon's growth model.
While technology presents Amazon with many opportunities, it also poses significant risks. While improved operational efficiencies, customer personalisation, scalable cloud service delivery and improved fulfilment and forecasting capabilities, increased automation and centralisation of digital systems have exposed Amazon to greater cyber-attack risk; should disruptions occur, these could have far-reaching impacts when millions of consumers and companies depend on them. The adoption of AI-enabled growth presents challenging issues around governance, bias and accountability as well as security, requiring more extensive ethical frameworks and oversight. Therefore, in addition to doing business more quickly than its competitors, Amazon must also ensure that innovations are secure, accountable and trustworthy (Tayyab et al., 2025; Winanto, 2025). 
Additionally, legal factors create yet another major challenge for the Company. Amazon operates in one of the most complex and demanding international legal environments of any global corporation since its businesses are subject to the many legal issues surrounding competition, employment law, privacy regulation, product liability, consumer protection and intellectual property. 
Another challenge facing Amazon is the growing environmental pressure it faces globally. Amazon's logistics network, the packaging they use, and their data centre's energy consumption will emphasise that the capacity to provide environmentally friendly products and services will help to build a cost-effective reputation within the Company's Global Marketplace. The case study uploaded onto Canvas identified climate change, deforestation and waste as three of the major environmental challenges facing the Company today. Amazon has extended commitments to clean energy projects and renewable energy, but the sheer scale of its business continues to be scrutinised from an environmental standpoint. A huge contradiction in the model is found at the intersection of the technologies and logistical systems, which will drive future growth as they also contribute to an increase in the energy used, as well as the packaging required and emissions produced due to transport. Therefore, sustainability must not remain as a mere reporting exercise, but rather as part of operational design.
Amazon has demonstrated strong organisational adaptability, but it has not always been perfect. The core competency of Amazon's business model has been its diversification. This approach reduces the risk associated with dependence on one market by spreading that risk through the Retailing, Subscription Services, Cloud Services, Advertising, Device and Platform Services. As a result, Amazon can weather downturns better than its competitors. Additionally, the ability to respond strategically when one of its divisions suffers is enhanced. Amazon's disruptive value models are characteristic of the digital era and, by heavily investing in innovation, automation and infrastructure, Amazon possesses the ability to quickly scale its operations when new opportunities arise (Sewpersadh, 2023). The capabilities demonstrated in the 2024 financial results indicate that these investments continue to provide Amazon with significant competitive advantages.
Despite the strengths displayed in market opportunism, Amazon has displayed equally strong levels of adaptability; however, these demonstrated levels of adaptability have generally been more operational than they have been institutional. Operationally, Amazon has been extremely successful when developing systems, entering new markets and scaling new technology. However, Amazon has been relatively unsuccessful in reducing political suspicion, addressing criticism from the labour community and addressing the concerns the public has regarding their corporate power. In other words, Amazon has exhibited a high level of success in developing relationships with the marketplace but has been less than successful in developing legitimacy within society's constructs of what it means to be a legitimate corporation. This is particularly relevant as Amazon moves forward with growth opportunities, and its future growth will rely heavily on whether or not the corporation is able to continue to prove that it is capable of building trust and credibility as effectively as it continues to create superior infrastructure on which they conduct their business.
There were multiple alternatives that Amazon could have executed in addition to their successful methods. For example, Amazon could have pursued a more visibly collaborative approach with marketplace sellers, alternatively constructed stronger partnerships with labour, and more transparently implemented AI-based governance. Furthermore, Amazon could be more aggressive in leveraging sustainability as a competitive advantage through reducing the complexity of packaging, developing additional capabilities with respect to circular logistics and making low-impact fulfilment more prominent within its brand positioning. Businesses can use sustainability-centred innovation for developing competitive and managerial advantage, and use data-driven supply chain design to develop resilience when faced with unpredictable situations. Sustainability-based innovation techniques and data-driven supply chain design provide a means of changing some of Amazon's present weaknesses into future strategic advantages rather than merely protecting themselves from public criticism of Amazon (Du et al., 2022; Gani et al., 2023).











In conclusion, Amazon demonstrates the most common challenge to businesses expanding in today's economic climate; that is, growth creates increased capabilities, but growth also increases the complexity in the organisation. Political scrutiny, economic uncertainty, ongoing social expectations, technological disruption, continued legal scrutiny and environmental pressure increase as the organisation grows. Amazon has been successful in diversifying its business model, innovating and demonstrating technology leadership, which has allowed it to remain one of the most powerful and adaptable firms currently in existence. Nonetheless, the ability for Amazon to continue to successfully expand its operations is contingent upon whether Amazon can manage to synchronise their operational scale with their institutional legitimacy. Therefore, Amazon should view governance systems, worker trust, responsible development of AI, and designing environmental systems for utilisation as a strategic asset rather than a compliance-related burden. In a global economy which is filled with uncertainty and scepticism, firms that can create successful, ongoing or continual expansion will be those firms that are not only efficient and innovative, but are also credible, accountable and trusted.
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