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1.0 Introduction
In recent times, businesses have increasingly had to respond to constant and often unpredictable change. The phrase "business environment" means all the things outside of a company that affect how it runs and makes decisions (Morrison, 2020). The economy, politics, technology, social trends, laws, and environmental issues are all examples of these things. It is important to know these things because businesses need to change to stay alive and grow. There are different levels of the business environment. Things like city rules and community attitudes are part of the local environment. The national environment includes laws, taxes, and economic conditions that are unique to each country. The global environment includes trade between countries, currency exchange, and competition from other countries (Worthington, Britton and Rees, 2018). A business that wants to do well needs to know all three levels because choices made at one level can affect choices made at another. For instance, a national law about data privacy can change how a company does business around the world, and a local planning decision about a warehouse can change supply chains across the country.
Amazon is a suitable company to examine, having evolved from a modest online bookshop in 1994 into one of the largest corporations globally. Amazon sells almost everything online these days. It also offers cloud computing services through Amazon Web Services (AWS) and makes films and TV shows through Prime Video (Amazon, 2024). Because Amazon does business in a lot of different countries and industries, it has to deal with a lot of problems. These problems come from a variety of places. Some come from governments that want to limit Amazon's power. Changes in the economy that affect how much people spend also cause some of them. Some come from changing how people feel about workers' rights and taking care of the environment. This essay will examine the challenges Amazon faces in today’s business environment. It will use PESTLE analysis to look at different outside factors, talk about how Amazon has dealt with these problems, and make suggestions for how the company could do things differently.


2.0 Understanding the Business Environment
It is helpful to know what the business environment is before looking at Amazon in particular. Morrison (2020) says that the business environment is everything outside of a company that can affect how well it does. Some things, like interest rates or new laws, affect all businesses. Other things only affect certain businesses. There are three main levels of the environment that affect businesses. The local environment is important because businesses have to follow local rules. For instance, Amazon's warehouses have to follow local planning rules and hire people from the area. When Amazon wants to build a new fulfilment centre, it must work with local government to get permission, and it must consider local community concerns about traffic, noise, and jobs. The national environment is important because each country has its own rules about taxes, jobs, and protecting consumers. Amazon has to change how it does business in each country it works in, which makes things more complicated and expensive. The global environment has an impact on Amazon because it sells goods in many countries, deals with different currencies, and competes with companies from other countries (Worthington, Britton and Rees, 2018). Exchange rates can change how much money a business makes, and trade disputes can mess up supply chains. 
It is also important to know about economics. The law of demand says that when prices go up, people buy less, and when prices go down, people buy more. According to the law of supply, businesses want to sell more when prices go up. According to Begg (2020), equilibrium is the point at which supply and demand are equal. These ideas help Amazon decide how much to charge. When prices go up across the economy, like during inflation, people have less money to spend, which can hurt Amazon's sales. Deflation is when prices go down, which can also be a problem because people might wait to buy things expecting even lower prices later. Cycles in the economy are also important. During expansion phases, the economy grows, employment rises, and consumers spend more, which benefits Amazon. During contraction phases or recessions, the opposite happens, and Amazon must adjust its strategy (Begg, 2020). Understanding these economic concepts helps explain the challenges Amazon faces and why the company adjust its pricing and investment decisions.
3.0 Analysis of External Factors: A PESTLE Analysis
A PESTLE analysis looks at Political, Economic, Social, Technological, Legal, and Environmental factors. This section uses PESTLE to examine the challenges Amazon faces in its external environment.
3.1 Political Factors
Amazon faces political challenges in several countries. In the European Union, new laws called the Digital Markets Act have labelled Amazon as a "gatekeeper" company. This means Amazon must follow stricter rules about how it uses customer data and how it treats other businesses that sell on its platform (European Commission, 2024). These rules cost money to implement and could force Amazon to change how it operates. The company must now give third-party sellers access to more data and cannot rank its own products above those of competitors in search results. In the United States, the Federal Trade Commission (FTC) has taken Amazon to court. The FTC claims Amazon uses unfair methods to keep its market position and stop competitors from growing (FTC, 2023). This legal action creates uncertainty and could lead to fines or changes to its business model. If the FTC wins, Amazon might have to break up parts of its business. These political challenges suggest that Amazon’s size has increasingly made it  a target for regulators, and managing these relationships is now a core part of its strategy.
3.2 Economic Factors
Amazon has clearly been affected by economic problems. High inflation in many countries from 2022 to 2024 meant people had less money to spend on things they did not need. Some people turned to Amazon for cheaper options, but many others chose to spend less overall (Amazon, 2024). This affected how quickly Amazon's retail sales grew. Many businesses cut back on technology spending during the downturn, which hurt Amazon's AWS cloud computing business. When businesses are worried about the economy, they often cut back on IT projects, which affects Amazon's profits. Labour costs have also gone up. Amazon has raised its minimum wage to between $15 and $19 per hour to attract and keep workers (Meyer, 2024). This is good for workers, but it suggests higher operating costs for the company and narrower profit margins. Rising interest rates have also made it more expensive for Amazon to borrow money for growth and investment. Looking at 2025 and 2026, these economic pressures have remained persistent. Continued inflation and cost increases are still limiting consumer spending while driving up Amazon's operational expenses. According to Begg (2020), such conditions improve during economic upswings but intensify during downturns.
3.3 Social Factors
Social trends present both opportunities and challenges for Amazon. The COVID-19 pandemic made online shopping much more popular, and many people continue to shop online even after lockdowns ended. This benefits Amazon because more consumers are comfortable buying products online. However, attitudes towards workers' rights have changed. Amazon workers in Staten Island, New York, voted to form a union in 2022, the first successful union at an Amazon warehouse in the United States (Greenhouse, 2024). This has encouraged workers at other facilities to consider unionising, which could lead to higher costs and more complex employee relations. Consumers also care more about how companies treat their workers and the environment. Amazon must respond to these concerns or risk losing customers who prefer to shop with more ethical companies (Kotler et al., 2021). In addition, consumer trust and engagement have become increasingly important in digital environments, where authenticity and credibility influence purchasing behaviour (Lou and Yuan, 2019; Campbell and Farrell, 2020). Social media has also changed consumer expectations, with customers expecting quick responses to complaints and greater transparency about how products are sourced and delivered.
3.4 Technological Factors
Technology is central to Amazon's success, but it also creates challenges. Amazon spends huge amounts on research and development, with $73.2 billion spent in 2023 (Statista, 2024). This investment is necessary because technology changes quickly. If Amazon stops innovating, competitors will overtake it. Competitors like Microsoft Azure are challenging Amazon's position in cloud computing. In e-commerce, Shopify makes it easier for smaller businesses to sell directly to customers without using Amazon. These competitors mean Amazon cannot relax and must keep improving its technology. Artificial intelligence (AI) presents new challenges. While AI can improve Amazon's operations, it also raises questions about data privacy and how algorithms make decisions (Chaffey, 2022). Regulators are increasingly interested in how companies use AI, which could lead to new rules Amazon must follow. Additionally, technological failures, such as website outages or data breaches, can damage customer trust and lead to financial losses.
3.5 Legal Factors
Amazon faces legal challenges in several areas. Employment law is a major issue, with ongoing cases about whether Amazon has interfered with workers' rights to form unions. The National Labor Relations Board has filed complaints against Amazon for alleged unfair labour practices. Workplace safety is another concern, with regulators investigating injury rates at Amazon warehouses and fining the company for unsafe conditions. Product liability is also becoming more complex. Courts are increasingly stating that Amazon can be held responsible for faulty products sold by third-party sellers on its website (Katz, 2023). This creates financial risk for Amazon because it may have to pay compensation for products it did not make or sell directly. Data protection laws like the General Data Protection Regulation (GDPR) in Europe restrict how Amazon can use customer information. These laws require Amazon to be transparent about data collection and give customers more control over their information (Statista, 2023). Failure to comply can result in large fines.
3.6 Environmental Factors
Environmental concerns are becoming more important for businesses. Amazon faces pressure from customers, investors, and employees to reduce its environmental impact. In response, Amazon launched The Climate Pledge, promising to reach net-zero carbon emissions by 2040 (Amazon Sustainability Report, 2023). The company has invested heavily in renewable energy and electric delivery vehicles. It has also invested in sustainable packaging and has committed to making half of its shipments net-zero carbon by 2030. However, critics point out that Amazon's carbon emissions have not actually decreased. Even though Amazon buys large amounts of renewable energy, total emissions remain high because the company continues to grow (Siddarth, 2024). The biggest challenge is Scope 3 emissions, which are pollution created by suppliers and customers using products bought from Amazon. These account for over 75 per cent of Amazon's total carbon footprint. Reducing these requires working with thousands of suppliers and changing customer behaviour, which is much harder than simply buying renewable energy for its own operations.
4.0 Industry Competition and Stakeholder Dynamics
Porter's Five Forces framework helps analyse competition in an industry, and applying it to Amazon reveals several important dynamics. The threat of new entrants is low for large-scale competitors, but smaller companies can still enter specific markets. Direct-to-consumer brands using Shopify can compete with Amazon without building their own warehouses. However, these smaller competitors rarely have the logistics network or customer base that Amazon has built over decades. The bargaining power of buyers is high because customers can easily switch to other retailers with a few clicks. Amazon must keep prices low and delivery fast to keep customers happy, which means profit margins are constantly under pressure. The bargaining power of suppliers is mixed. For everyday products, Amazon has power over suppliers because it represents a large share of their sales. But for important items like computer chips for AWS or exclusive TV shows for Prime Video, suppliers have more power and can demand higher prices.
The threat of substitutes is high. People can shop in physical stores, buy from other websites, or use different streaming services. Amazon works hard to make its services difficult to leave by bundling benefits into the Prime subscription, which includes delivery, streaming, and other services. Rivalry among competitors is intense, with Walmart growing its online business, Microsoft competing in cloud computing, and Netflix and Disney competing in streaming. Amazon faces strong competition in every area it operates, which drives continuous investment and keeps profit margins lower than they might otherwise be.
Amazon must also manage relationships with different stakeholder groups. Customers expect low prices, fast delivery, and good service, and concerns about data privacy and fake reviews can damage trust. With over 1.5 million workers worldwide, Amazon faces challenges in keeping workers satisfied and safe, and unionisation efforts show that many workers want better conditions (Greenhouse, 2024). About 60 per cent of Amazon's sales come from other businesses selling through its platform, and these third-party sellers complain about high fees and Amazon competing against them with its own products (Amazon, 2024). Regulators in the United States and Europe are increasingly concerned about Amazon's power, and legal action could force Amazon to change its business model. Managing these stakeholder relationships is essential for Amazon's long-term success.
5.0 Organisational Adaptability and Strategic Responses
Amazon has responded to these challenges in several ways, with varying degrees of success. In terms of organisational structure, Amazon uses a design intended to help it respond quickly to changes. The company is divided into different divisions for retail, cloud computing, and other services. Within these divisions, small teams called "two-pizza teams" work independently on specific products or features. This structure helps Amazon move faster than many larger companies because decisions can be made without going through layers of management (Kantor and Streitfeld, 2021). However, this structure can also cause problems, as different parts of Amazon sometimes work against each other, and customers may receive inconsistent service depending on which team handles their issue.
In terms of company culture, Amazon has a strong culture based on 16 Leadership Principles. These include "Customer Obsession," meaning a focus on what customers want, and "Bias for Action," meaning it is better to make a decision quickly than to wait for perfect information. This culture encourages employees to innovate and take risks. However, some former employees have described the culture as intense and demanding. Reports suggest that long hours and high pressure have led to burnout for some workers (Kantor and Streitfeld, 2021). This may make it more difficult for Amazon to retain talented employee, especially when other technology companies offer similar pay with less demanding environments.
In terms of marketing, Amazon uses digital marketing to respond to changing customer needs. Its website and app use algorithms to recommend products based on what customers have bought before. This personalisation helps Amazon sell more and keeps customers coming back. This approach reflects wider research which suggests that credibility, trust, and personalised engagement play a key role in influencing consumer purchasing decisions in digital environments (Lou and Yuan, 2019). During the COVID-19 pandemic, Amazon used social media to communicate with customers about safety measures and delivery updates. Campaigns like #DeliveringSmiles helped maintain customer loyalty during a difficult time (Chaffey, 2022). Amazon's Prime subscription service is a key marketing tool, as members pay an annual fee for faster delivery and access to streaming content. Once customers join Prime, they tend to spend more on Amazon because they want to get value from their membership. This creates a cycle where Prime members become more loyal and less likely to shop elsewhere.
In terms of sustainability, Amazon has tried to address environmental concerns through The Climate Pledge. The company has become the world's largest corporate buyer of renewable energy and has ordered 100,000 electric delivery vans from Rivian (Amazon Sustainability Report, 2023). It has also invested in sustainable packaging and has committed to making half of its shipments net-zero carbon by 2030. However, these efforts have not yet reduced Amazon's total emissions. Some critics argue that Amazon focuses more on appearing environmentally friendly than on actually reducing pollution (Siddarth, 2024). The company still faces a long journey to meet its 2040 net-zero goal, and achieving it will require significant changes to its supply chain and operations.
There are alternative approaches Amazon could have taken. Regarding labour relations, instead of fighting unionisation efforts, Amazon could have worked with workers to improve conditions before unions formed. This might have avoided negative publicity and disrupted operations. Some other large companies have taken this approach and have maintained good relationships with workers without unions. Regarding regulatory engagement, Amazon could have made changes to its marketplace voluntarily, such as separating its own products from third-party products more clearly. This might have reduced regulatory pressure and shown that Amazon is willing to address concerns without being forced to do so. Regarding sustainability, rather than setting targets based on how much carbon it produces for each dollar of sales, Amazon could have committed to reducing total emissions regardless of growth. This would show stronger commitment to environmental goals and might satisfy critics who argue that intensity-based targets allow emissions to grow as long as sales grow faster.
6.0 Conclusion and Recommendations
This essay has examined the challenges Amazon faces in its business environment. Political factors like antitrust lawsuits and new regulations create uncertainty about how Amazon can operate in different markets. Economic factors like inflation, rising labour costs, and interest rates affect profitability and investment decisions. Social factors include changing attitudes towards workers' rights and corporate responsibility, which require Amazon to manage its reputation carefully. Technological factors require constant innovation to stay ahead of competitors who are catching up. Legal factors involve employment, product liability, and data protection, all of which carry financial and reputational risks. Environmental factors demand action on climate change, which is particularly challenging for a company with Amazon's scale and growth.
Amazon has responded through its organisational structure, company culture, marketing strategies, and sustainability initiatives. Some responses have been effective, while others have not fully addressed the underlying challenges. The company's structure and culture have enabled rapid innovation and growth, but they have also created tensions with workers and regulators. Its marketing strategies have built a loyal customer base, but concerns about data privacy remain. Its sustainability initiatives have shown commitment, but emissions have not yet decreased.
Based on this analysis, three recommendations are offered. First, Amazon should improve labour relations by working constructively with workers and their representatives to address concerns about pay, safety, and working conditions. Taking a more cooperative approach could reduce conflict and improve Amazon's reputation as an employer. Second, Amazon should address regulatory concerns voluntarily rather than fighting antitrust cases in court. Demonstrating a willingness to address competition concerns could lead to better outcomes than waiting for courts to impose changes. Third, Amazon should strengthen environmental commitments by setting targets to reduce total carbon emissions, not just emissions per dollar of sales. Clear, measurable goals would show customers and investors that Amazon is serious about sustainability.
Amazon remains one of the world's most successful companies, but its future success will depend on how well it manages these challenges. Companies that adapt to changing environments survive and grow. Those that do not risk being left behind.
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