[image: Discover University of Wales Trinity Saint David]




Strategic Management (BMMB7013）
Report title： The report of Amazon strategic management






Tutor：Glenn Behenna
Student Name：Di Liu
Student number：2010840







Contents
1. Executive summary	1
2. Introduction	1
3. External environment analysis of Amazon	2
3.1 Politics	2
3.2 Economy	4
3.3 Society	6
3.4 Technology	7
4. Internal environment analysis of Amazon	8
4.1 Strengths	8
4.2 Weakness	9
4.3 Opportunity	10
4.4 Threat	11
5. Porter’s five forces	13
5.1 Competition within the industry has increased	13
5.2 The threat from new entrants	13
5.3 The improvement of the buyer’s bargaining power	14
5.4 The bargaining power of the supplier is weak	14
5.5 Substitution threats to industry competition	15
6. Conclusion	16
7. Suggestions for improving customer care in the epidemic	16
7.1 Achieve an optimal inventory ratio through big data	16
7.2 Enhance cross-cultural management and implement localization strategy	17
7.3 Increase investment in overseas warehouses	17
Appendix：company background	19
Reference	19

[bookmark: _GoBack]


1. 

2. [bookmark: _Toc9019]Executive summary
[bookmark: OLE_LINK2]Today’s businesses have seen a paradigm shift in the way they operate. Covid19 is making a huge difference to the global environment. After the Great Depression, people’s preference for physical businesses declined, as social distancing became the new normal of life. Online business activity is booming, and changes are what customers want and expect. To stay ahead of races among other companies, companies need to find new ways to serve customers constantly and improve the customer experience. Global giants like Amazon have been quick to adapt to the new normal by adopting cloud computing, digital streaming and artificial intelligence to keep up. After understanding the changes in consumer demand and habits following the pandemic, the report focuses on how Amazon can develop further strategies by providing a clear insight into consumer preferences, thus providing some advice on how retailers can improve customer service in the post-pandemic era.

3. [bookmark: _Toc22538]Introduction
A new pneumonia outbreak at a market of seafood in Wuhan, which is the capital of Hubei province of China, has shocked the world.Scientists are calling it severe acute Respiratory syndrome -- a 2019 coronavirus disease. The virus quickly spread around the world and many countries imposed a blockade to contain the disease. Almost all industries have been hit to varying degrees.The epidemic has brought about changes in technology, socio-economic factors and human behaviour. The COVID-19 has a big impact on the world economy. It is a challenging situation for global and it effects the e-commerce trends(Nakhate and Jain, 2020 ). And we can see clear that the Covid-19 also has a very big impact on consumer. People all over the world are more careful about going to some public places and generally like shop online at home, in order to avoid the risk of congestion and a long queue in a crowded place. Combined with mandatory lock-ins and general advice to stay at home, that is changing the way people shop, with many switching to online shopping. More and more consumers around the world are likely to continue to shop online. In the wake of the pandemic, attitudes have changed dramatically, and accordingly companies have to adopt new strategies to improve their services to meet the new needs of customers. Allen(2020) said, “ The managers’ should rethink their ways to market as channel partners either change quickly or fail fast. They need to readjust the supply chain because key components have been cut off. It’s time for them to rebuild offshore customer care centers and improve their quality”. This report analyzes Amazon, the e-commerce giant in the current market environment, through PEST model, SWOT model and Porter’s Five Forces model, and proposes suggestions for its development in the post-epidemic era.

4. [bookmark: _Toc29415]External environment analysis of Amazon
[bookmark: OLE_LINK9]PEST model was used for external environment analysis. It includes politics, economy, science and technology, and society.

[bookmark: _Toc7137]3.1 Politics
3.1.1 Customs policy standards vary from country to country
The government plays a leading role in customs clearance. Amazon’s logistics involves many countries. Due to the different standards of circulation policies and enterprise management modes among different countries, cross-border e-commerce logistics is more complex than domestic logistics system. Many of the existing policies are unclear and cannot be addressed when they encounter problems. The legal solution will cost huge human, material and financial resources, and may not get any results. The terms have strong theoretical, low practicality and lack of generality. When making cross-border e-commerce logistics policies, countries almost do not consider the situation of other countries. As a result, goods will be returned or detained during customs clearance because of the terms. Many such incidents occurred in the development of cross-border e-commerce logistics of Amazon. Without negotiation and settlement, the products could only be returned to the hands of merchants, resulting in increased transportation costs and reduced customer satisfaction. This is one of the big headwinds that Amazon's platform faces as it grows. In particular, with the outbreak of COVID-19, countries are taking strict quarantine measures and blockage of borders, and the government's management of cross-border logistics is also more stringent. As a result, the goods stay in the customs for a long time, which extends the transportation time and increases the transportation cost, making the logistics distribution of Amazon even worse.

3.1.2  Policy support for cross-border e-commerce After the pandemic
With the gradual lifting of restrictions, the state has given strong support to cross-border e-commerce, and the overall supporting facilities for cross-border e-commerce have been continuously improved, and the market development environment has been continuously optimized.The State Council, China’s cabinet, decided to set up 46 cross-border e-commerce pilot zones to achieve coordinated regional development, support foreign trade enterprises in exploring international markets and promote integrated development of domestic trade. In terms of tax items and import and export commodities, 92 categories of tax items, such as frozen aquatic products, alcohol and electrical appliances, were expanded(National Business Daily, 2020). At the same time, we will encourage and support enterprises to build overseas warehouses, and exempt from tax and interest deferment until the end of the year for bonded materials for processing trade and finished products for domestic sale. Policy support has brought great opportunities for the development of cross-border e-commerce industry. This is undoubtedly good news for Amazon, which should seize the policy support for cross-border e-commerce in overseas markets especially the Chinese market with huge potential and constantly explore new markets.

[bookmark: _Toc1012]3.2 Economy
3.2.1 Economic recession and trade restrictions
[bookmark: OLE_LINK11][bookmark: OLE_LINK8]Liang (2020) said that as a result of the severe economic impact caused by COVID-19, many governments have stepped up support for important industries and put their own domestic interests and employment in the first place. One of the ways to do this is to restrict trade. Trade protectionism is on the rise. Meanwhile, WTO had released a report that predicts that global trade is going to shrink by 13 to 32 percent this year due to the impact of the coronavirus and trade protectionism. Restrictions have shaken the global economy and reshaped the demand for goods and services worldwide, with an estimated 2.5 − 3% world GDP loss since the crisis started(The World Bank, 2020). There is evidence that discretionary spending by consumers has collapsed (Fernandes, 2020). Growing protectionism means that countries are less dependent on each other for trade, which in turn gradually reduces the amount of imports from other countries. In this context, Amazon is faced with difficulties in capital turnover and unsalable goods. Some sellers on Amazon have no inventory because of their own business model, so they are facing the situation of no goods to sell. At the same time, tight logistics restrictions have led to a sharp rise in air freight costs, which have also increased Amazon’s operating costs. On the other hand, although the epidemic gradually recovered, the cost of shutdown during the epidemic period still needs to be made up and paid, including the cost of office leasing, storage of goods and so on. Therefore, the problem of cash flow has become one of the key problems faced by Amazon.

3.2.2 COVID-19 brings new online consumer demand
In the short term, COVID-19 could make it more difficult for Amazon to do business globally, mainly in the form of a pause in economic activity in countries around the world. However, in the long run, due to the existence of social alienation and isolation, consumers have to reduce the aggregation of shopping activities, but will lead to the prevalence of “stay-at home economy”, resulting in a large number of offline transactions transferred to the online. Online shopping is a favorable development trend for Amazon.

The outbreak of COVID-19 has changed the consumer demand of global consumers, and the current demand for some commodities in the destination market is not strong, so sales continue to be weak. Updates to the changing needs of the target market are very important and should be at the core of Amazon’s business for the next few years. At present, it seems that the epidemic will not end in a short time. Even after the epidemic is over, people’s living habits and consumption habits may not completely recover due to the impact of this period of time. Therefore, Amazon should not wait passively and hope for the recovery of the market after the epidemic. Instead, it should be sensitive to the changes and make reasonable improvements and choices according to the situation.

[bookmark: _Toc29611]3.3 Society
In order to enter the international market, enterprises must first face the differences in social culture, such as different languages, religious beliefs and living habits in different countries, which will directly affect the success of marketing strategy. The typical difference is language, which can change the distribution culture of that market and hinder consumers’ consumption from abroad (Youngdahl and Loomba, 2000). Consumer behavior varies from country to country, so Amazon is expected to look for information about international consumers’ product preferences, delivery methods, and online payment options(Ding, Huo and Campos, 2017). The development of the Internet can provide a standardized operation system for cross-border e-commerce, but it is difficult to match the consumption behavior of overseas consumers. Taking Amazon China as an example, in terms of payment habits, different from European and American consumers who use credit cards to pay, most Chinese consumers are used to paying online through Alipay or Weichat when shopping online, while the first option on the payment page of Amazon China is still credit card payment. In terms of language habits, Chinese is very different from English in terms of word order, grammar and other aspects. However, most of the Chinese content on Amazon China website is directly translated from English web pages, and the language expression is rigid and not down to earth, so it is difficult to break the language barrier.

[bookmark: _Toc31200]3.4 Technology
The 21st century is the era of internet and data. Bid data can provide creative ideas for the development of cross-border e-commerce enterprises and promote the reform of management ways. In the traditional logistics management, enterprises generally passively accept customer demand, only when the customer begins to order, enterprises around the order to carry out a series of operations. However, relying on the support of advanced information system, Amazon has an advanced logistics management system, which records a large number of users’ preferences, demands, behaviors, browsing records and other information, and then subdivide and make predictions based on these information, so as to optimize the allocation of inventory in advance.

Amazon also invests heavily in high-tech equipment. In 2014, it began to use the latest Kiva robot in the new logistics warehouse. In 2015, the number of robots in each warehouse increased to 10,000, and it is equipped with the world's largest robotic arm Robo-Stow to carry goods, which reduces the labor cost of logistics warehouse. In late 2014, Amazon was granted another patent for a “logistics hub in the air.” The idea is to build a floating bin above a designated area, then use a small docking “ship” to transport the goods to a floating bin near the target location, and use drones to complete the final kilometre of delivery. Amazon has been developing its drone technology through its Prime Air initiative, which aims to deliver goods to customers’ homes without having to rely on a logistics company. Amazon successfully completed its first drone delivery test in the UK in 2016 and has decided to expand the range of drone tests in 2017. The emergence of COVID-19 could give a big boost to drone delivery.

5. [bookmark: _Toc16288]Internal environment analysis of Amazon
SWOT model was used for internal environment analysis. SWOT can be also called situation analysis, which can analyze the actual situation of a unit objectively and accurately. SWOT stands for strengths, weaknesses, opportunities, and threats. 

[bookmark: _Toc7159]4.1 Strengths
[bookmark: OLE_LINK1]Amazon is one of the biggest cross-border e-commerce companies to apply big data, artificial intelligence, cloud logistics as well as other technologies to logistics and warehousing management. Amazon is known to disrupt the e-commerce industry by using AI in every aspect of its business model, including order fulfillment and shipping (Kalinsky, 2019; Terdiman 2018). AI system has helped the company increase sales by $100 million in its first year, plus a 27% increase in online buy, in-store pick up’ orders, according to Geoffroy(2019). Amazon’s delivery is based on its powerful cloud computing system. Firstly, The system will automatically calculate the most appropriate delivery path according to the order information, and recommend the best delivery place and delivery time for the customer. In terms of after-sales service, Amazon will create system identification technology and customer demand prediction based on users’ browsing history, order information and call problems, and push various self-service tools to customers to ensure that customers can contact the customer service team no matter when and where. During the COVID-19 outbreak, when online consumption became mainstream, Amazon could expand its advantages.

[bookmark: _Toc6686]4.2 Weakness
4.2.1 High trading risk
As a giant of cross-border e-commerce, Amazon’s important characteristics are its virtuality and globality, because different countries have great differences in many aspects and cannot fully grasp each other’s consumption habits. Therefore, during the trading period, there are often prominent uneven commodity information due to different regions, which also makes it very difficult for consumers to protect their rights and the risks remain high.

4.2.2 Lack of real-time communication
Amazon doesn’t have an online communication system.Take China as an example, many e-commerce platforms in China have built-in chat software, which can realize real-time online communication between buyers and sellers, so that buyers can experience more thoughtful services. And it is helpful to reduce after-sales problems. However, Amazon’s China website only uses email communication to connect buyers and sellers, which is cumbersome and not convenient for the local people. 

To a large extent, these problems are due to the fact that Amazon only has the decision-making department instead of the executive department in China. So the operation environment and decision environment mismatch. As a result of the long decision chain, Amazon China’s operation lagged far behind the rapidly changing e-commerce environment and was eventually left behind by local e-commerce companies in China.

[bookmark: _Toc21073]4.3 Opportunity
4.3.1 New demand, new chance
According to Allen (2020), during the outbreak of the epidemic, the purchasing power of users and the overall purchasing frequency increased instead of decreasing. In the first quarter of 2020, because of the outbreak of the epidemic, 40.3% of users’ purchasing power increased, and those who used cross-border e-commerce platforms increased in frequency accounted for 65.3%. The epidemic has created new demand for markets and products, which is a bonus and opportunity for Amazon. During this outbreak, the demand of overseas consumers has changed significantly. For example, from the extreme demand for epidemic prevention materials in the initial stage of the epidemic to the large demand for various home decoration products and home fitness equipment during the home quarantine period in the middle stage of the epidemic development. Therefore, Amazon should timely capture the changes in these overseas markets, keep up with the changes in consumer demand through sales feedback data, constantly improve and update product functions, select or create marketable products, and provide good services.

4.3.2 Digital Transition
With COVID-19, the intensity of use and distribution of digital media have skyrocketed (World Economic Forum 2020). Especially in a crisis, with “stay at home” agreements, digitalization offers more and more opportunities to keep the socioeconomic system going(Dannenberg et al. 2020). There is no doubt that Amazon web services (AWS) is the absolute leader in cloud services and cloud computing on a global scale. In the future, AWS will pay more attention to new data sources, security and human-computer interaction, and data will become more and more important. Amazon will focus on new data sources and conduct data-driven optimization. Only in this way can it remain competitive. Human-computer interfaces should exist in every corner of our environment in the future.

[bookmark: _Toc3375]4.4 Threat
[bookmark: OLE_LINK4]4.4.1 Data breach risk
[bookmark: OLE_LINK5]In the new era of big data, the security of user privacy is a very serious issue for Amazon. More and more attackers are stealing users’ information through a variety of high-tech means. And the current protection policies for user information vary from region to region, which increases the difficulty of managing Amazon’s data security

Perceived severity of any kind of data breach in an e-commerce system reduces the likelihood of shopping online(Chakraborty et al. 2016.). In November 2018, Amazon disclosed an incident in which an unspecified number of user names and email addresses had been compromised due to a “technical error”. On January 12 this year, Amazon admitted that its employees had improperly obtained and shared customer data. For buyers, the sense of insecurity caused by the disclosure of their personal information will be counteracted by the decline of their trust in the shopping platform and the termination of subsequent purchases.

4.4.2 Social media is getting into E-business
Social media is already a huge force in e-commerce, and it’s a huge threat to Amazon. According to data from the OXT research institute, 49 per cent of consumer purchases are directly influenced by social media(OTX Research, 2013). Social media not only has a huge user base, but also has sufficient willingness to pay and consume.And through these channels, content can be spread and fission with a minimum budget, thus achieving a high conversion rate.Social media is an increasingly important source of traffic. People can get information through social media even more efficiently than traditional search engines. Moreover, the media usage also increased in the pandemic. (Bhatti et al. 2020.) The real challenge will be whether Amazon, with its decades-long history of business investments, can be nimble enough to manage its catalog and post the right information to social media in order to exploit it as an emerging channel.

6. [bookmark: _Toc32735]Porter’s five forces
[bookmark: OLE_LINK7]Porter’s five Forces can effectively analyze the company’s competitive environment, both internal and external. The five forces includes Competition in the industry, Potential of new entrants into the industry, Power of suppliers, Power of customers, Threat of substitute products( Porter, 1980).

[bookmark: _Toc5350]5.1 Competition within the industry has increased
[bookmark: OLE_LINK3]Along with the rapid development of e-commerce, Amazon constantly faces the threat of competitors, so its monopoly status is in jeopardy. The challenge came from publishers, offline bookstores, wholesalers, postal retailers, Borders.com, Google and Facebook, which can satisfy the ever-changing personal demands of infinite consumers by providing customers with a series of high-quality products and extensive choices, forcing Amazon to keep an eye on the latest trends in the industry and grasp cutting-edge business opportunities. What’s more,   frequent price wars have been triggered, especially for small retailers, who are entering online retail and whose operating costs are lower. Price-sensitive consumers are more likely to choose these kind of stores, which also has some impact on Amazon's brand loyalty.

[bookmark: _Toc18881]5.2 The threat from new entrants
The popularity of the Internet has lowered the entry threshold of cross-border e-commerce. Now more and more competitors have entered the industry, threatening Amazon’s position in the e-commerce market and intensifying the competition in online marketing. 
 
However, trademark is fundamental when competing within any industry(Donici, et al.  2012). Amazon has established a high level of brand standards, so it has high customer loyalty. Even if new competitors enter the industry with similar and identical products, Amazon’s position cannot be easily shaken.

[bookmark: _Toc24013]5.3 The improvement of the buyer’s bargaining power
The rapid development of the Internet has provided customers with a variety of convenient shopping channels, so customers' bargaining power is increasing.Therefore, Amazon actively carries out various promotional activities to attract customers.In addition, in order to better meet customer requirements and enhance customer loyalty, Amazon has optimized packaging, logistics, after-sales service and other aspects.Buyers have the ultimate power in the whole purchase process, and consumers in the Internet age are more likely to get good value for money, which forces Amazon to lower prices

[bookmark: _Toc7810]5.4 The bargaining power of the supplier is weak
From the perspective of the overall operation of Amazon, most of its upstream suppliers, manufacturers and foreign trade enterprises are in long-term cooperation. Moreover, as a large transnational e-commerce, Amazon has strong financial and channel support, and has obvious advantages in the process of bargaining between suppliers and manufacturers. Amazon has also adopted a series of stringent measures to control the costs of suppliers after delivery. Amazon also has a strict set of acceptance criteria when products hit the shelves. If the product does not meet Amazon’s standards, Amazon will return it to the supplier, who will be evaluated by the return rate. This system not only reduces the cost of returning goods to Amazon, but more importantly,  promotes healthy competition among suppliers. In this process, the supplier is in a weak position, and Amazon can realize the maximum benefit. As Amazon continues to develop, its ability to agreement with suppliers will continue to rise(Majed, Nuraddin and Hama, 2018).

[bookmark: _Toc26571]5.5 Substitution threats to industry competition
The main threats to Amazon come from the traditional brick-and-mortar retail industry and the customer-to-customer (C2C) model.Although the development of traditional physical stores is facing great resistance under the epidemic situation, the pleasant shopping enjoyment provided by physical stores is lack of online shopping. In addition, the C2C model has developed rapidly in recent years. This mode can provide more personalized products and services according to the needs of consumers, and its cost is lower than that of B2C (Business to Customer). From this we can see that Amazon faces a variety of external environment challenges ( Zhengbo, et al, 2017)
7. [bookmark: _Toc9190]Conclusion
Through the analysis of the internal and external environment of Amazon, it can be seen that Amazon is faced with challenges such as the world economic recession, the increase of logistics cost and the change of consumer demand under the epidemic situation, but it also has opportunities of digitalization and online consumption. In addition, according to Porter’s five forces analysis model, it can be clearly seen that although Amazon has a strong influence on the supply price of suppliers, it is faced with difficulties from operating costs, buyer bargaining, online marketing, alternative threats and other aspects. In addition, Amazon has the disadvantages in localization of overseas markets and real-time online communication.

As one of the mainstream forms of international trade in the future, cross-border e-commerce will not reverse due to the COVID-19 epidemic and trade frictions. This is determined by the trend of economic and technological development. If Amazon wants to take a larger share of the global market, it needs to seriously study the current consumer demand and the development trend of the future digital economy, and make strategic adjustments to better serve consumers in the post-epidemic era.

[bookmark: _Toc14628]7. Suggestions for improving customer care in the epidemic
[bookmark: _Toc10347]7.1 Achieve an optimal inventory ratio through big data
Amazon should continuously strengthen the tracking of its information system, analyze customers’ consumption preferences and habits according to their consumption frequency and consumption level, and put forward personalized suggestions. Then, through big data analysis, the hot selling period of a certain commodity can be predicted, and the purchase quantity of the commodity is determined according to the predicted sales volume. The optimal inventory ratio is a benign and stable state. This mode can not only enable Amazon to meet customers’ demands, but also reduce its own inventory loss as much as possible, save inventory space and reduce inventory cost.

[bookmark: _Toc27263]7.2 Enhance cross-cultural management and implement localization strategy
Amazon should attach importance to cross-cultural management when carrying out transnational business activities, so that different cultures can recognize and blend with each other within the enterprise and form common values. In addition, Amazon needs to give its overseas subsidiaries more decision-making power, and be familiar with target market environment. Actively participate in promotional activities that are popular in target markets. Amazon’s promotion strategy in China, for example, is out of step with the Chinese market. China’s Singles’ Day has become a national revelry and many large e-commerce companies are participating and profiting from it. But Amazon does not participate in China’s popular Singles’ Day shopping festival, which is a great loss. Even Amazon’s Black Friday shopping day is jet-lagged in China, which is not convenient for Chinese consumers.

[bookmark: _Toc23994]7.3 Increase investment in overseas warehouses
[bookmark: OLE_LINK10]The suspension of flights due to the epidemic also has a great impact on Amazon logistics. However, cross-border e-commerce companies with overseas warehouses can quickly match the global supply of materials with market demand, and deliver materials to the most needed places in the world in the first time through cross-border logistics. The epidemic has provided an opportunity for Amazon to increase its investment in external warehouses. Intelligent sorting machines, unmanned forklifts, advanced WMS system and other advanced technologies and equipment will be the investment direction. And then Amazon can rely on big data analysis to predict overseas market demand in advance, replenish overseas warehouse inventory in time, and alleviate the logistics pressure caused by the restriction of the epidemic.



[bookmark: _Toc23574]















Appendix：company background
Founded in 1995 by Jeff  Bezos, Amazon has become the world's largest online retailer and the world's second largest Internet company.In 1998, it announced its entry into other industries besides books. In 2005, it officially launched Prime membership service. In 2006, AWS was launched and gradually commercialized.Its core concept is to take the interests of customers as the starting point.
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