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          Adapting to Change: A Business Environment Analysis of Amazon


1. Introduction
The global business environment is continuously changing due to political, economic, social, technological, legal and environmental influences. Businesses operating within international markets must constantly adapt to these external changes to remain competitive and sustainable. Organisations that successfully respond to environmental challenges are more likely to achieve long-term growth and maintain strong market positions (Morrison, 2020). In contrast, businesses that fail to adapt may experience declining profitability, reputational damage and reduced customer loyalty. Globalisation, digitalisation and technological advancement have transformed the modern business environment significantly and increased pressure on organisations to remain innovative and flexible (Grant, 2019).
Amazon is one of the world’s largest multinational technology and e-commerce companies. The company was founded by Jeff Bezos in 1994 and initially operated as an online bookstore before expanding into a global digital marketplace (Stone, 2021). Today, Amazon operates in various sectors including e-commerce, cloud computing, logistics, artificial intelligence and digital streaming services. Products and services such as Amazon Prime, Amazon Web Services (AWS), Kindle and Alexa have transformed consumer behaviour and reshaped the global retail industry (Laudon and Traver, 2021).
Amazon has been selected for this assignment because it provides a strong example of a business operating successfully within a rapidly changing international environment. The organisation faces increasing competition, economic uncertainty, sustainability pressures and government regulation. Despite these challenges, Amazon continues to maintain a strong competitive position through innovation, customer-focused strategies and technological investment. According to Burns (2019), businesses operating internationally must adapt strategically to external environmental pressures in order to survive and achieve sustainable growth.
Digital transformation has changed how organisations interact with customers, manage supply chains and improve operational performance (Smith, 2021). Consumer expectations regarding convenience, fast delivery and personalised experiences have increased significantly. As a result, organisations must continuously innovate in order to meet customer demands and remain competitive within global markets.
This assignment will critically analyse the external business environment affecting Amazon by applying relevant business theories and frameworks. The discussion will include an evaluation of the business environment, PESTLE analysis, strategic responses, leadership approaches and future challenges. The assignment will also examine how Amazon adapts to environmental changes while maintaining competitive advantage within the global marketplace. Furthermore, the essay will assess the effectiveness of Amazon’s strategies and provide recommendations for future organisational improvement.
2.Understanding the Business Environment
The business environment refers to all internal and external factors that influence organisational activities, decision-making and performance (Worthington and Britton, 2018). External environmental factors include political conditions, economic trends, technological development, social changes, environmental issues and legal regulations. These external influences directly affect organisational strategy, operations and long-term sustainability.
Businesses must continuously analyse external influences because environmental changes create both opportunities and threats. According to Johnson, Scholes and Whittington (2020), environmental analysis helps organisations improve strategic planning and make informed decisions regarding innovation, investment and market expansion. For multinational organisations such as Amazon, external analysis is particularly important because the company operates across different countries, industries and regulatory systems.
One important framework used to analyse the external environment is PESTLE analysis. This model evaluates Political, Economic, Social, Technological, Legal and Environmental factors affecting organisational performance (Morrison, 2020). PESTLE analysis enables organisations to identify external risks and opportunities systematically while improving strategic decision-making.
Another important framework is Porter’s Five Forces model. Porter (2008) explains that industry competitiveness depends on five major forces: rivalry among competitors, bargaining power of suppliers, bargaining power of buyers, threat of substitutes and threat of new entrants. Amazon operates within highly competitive industries where strong competition exists from organisations such as Walmart, Alibaba and eBay. Competitive pressure forces Amazon to invest continuously in innovation, logistics and customer satisfaction.
Amazon’s business strategy is strongly connected to the “Amazon Flywheel” model. This strategy focuses on improving customer experience through lower prices, fast delivery and a wider product range. Improved customer satisfaction attracts more customers and third-party sellers, which increases sales and operational growth (Stone, 2021). The Flywheel strategy demonstrates how customer satisfaction can drive long-term organisational success.
The Resource-Based View (RBV) theory is also relevant for understanding Amazon’s success. RBV suggests that organisations achieve sustainable competitive advantage through valuable, rare and difficult-to-imitate resources (Barney, 1991). Amazon’s advanced logistics network, cloud computing infrastructure and data analytics systems provide significant strategic advantages that competitors may struggle to replicate.
Contingency theory is another important concept because it explains that organisations must adapt strategies according to changing environmental conditions (Burns and Stalker, 1961). Amazon continuously adapts through innovation, automation and digital transformation, demonstrating organisational flexibility within a changing business environment.
Additionally, SWOT analysis helps evaluate Amazon’s strengths, weaknesses, opportunities and threats. Amazon’s strengths include strong brand reputation, customer loyalty and technological capability. However, weaknesses such as labour criticism and dependence on global supply chains continue to create challenges. Opportunities include expansion into artificial intelligence and healthcare services, while threats include government regulation and increasing market competition.
The Ansoff Matrix is also relevant because it explains organisational growth strategies through market penetration, market development, product development and diversification. Amazon applies market penetration through competitive pricing and Prime membership services while diversification strategies are visible through AWS, entertainment services and healthcare investment.
Overall, environmental analysis is essential because it helps organisations respond effectively to change, improve strategic planning and maintain competitive advantage. Businesses that fail to adapt to environmental pressures may experience declining market performance and reduced profitability.
2.1 Political Factors
Political factors significantly influence Amazon’s international operations. Governments increasingly monitor multinational technology organisations regarding taxation, labour conditions and market dominance. International businesses are increasingly affected by geopolitical instability and changing trade policies (Krugman, 2022). Amazon has faced several antitrust investigations in the United States and Europe because regulators believe the organisation may engage in anti-competitive behaviour (BBC News, 2024).
Government regulations regarding digital taxation also affect Amazon’s profitability. Many countries now require multinational organisations to pay taxes where revenue is generated. These regulations increase operational costs and create financial pressure. According to Johnson, Scholes and Whittington (2020), environmental analysis improves organisational decision-making and long-term strategic planning.
Trade policies and geopolitical tensions also influence Amazon’s supply chain operations. Tariffs between the United States and China increase the cost of imported goods because many products sold through Amazon originate from Chinese suppliers (Gereffi, 2020). Political instability may therefore disrupt inventory management and transportation systems. Global supply chains remain vulnerable to political disruptions and international trade conflicts (Gereffi, 2020).
Brexit has also influenced Amazon’s UK operations because changes in customs regulations and labour movement created additional logistical challenges. Businesses operating internationally must therefore remain flexible in response to changing political environments.
Despite these challenges, political developments also create opportunities. Government investment in digital infrastructure and internet accessibility encourages the growth of e-commerce and cloud computing services. Public sector digital transformation projects also create additional demand for AWS cloud services.
2.2 Economic Factors
Economic conditions strongly influence consumer behaviour and organisational performance. Inflation, rising interest rates and economic uncertainty reduce consumer purchasing power and affect spending patterns (Begg, 2020). Customers become more cautious regarding non-essential purchases during economic downturns.
Inflation and economic uncertainty significantly influence consumer spending behaviour and organisational profitability (Begg and Ward, 2020). Rising fuel prices and transportation costs also create operational challenges because Amazon relies heavily on logistics and delivery systems. Currency exchange rate fluctuations additionally influence Amazon’s profitability because the organisation operates across multiple international markets (Statista, 2025).
However, economic changes have also increased online shopping demand. Consumers increasingly prefer e-commerce because it provides convenience, competitive pricing and fast delivery services. Amazon benefits significantly from this changing consumer behaviour (Laudon and Traver, 2021). 
The COVID-19 pandemic accelerated global e-commerce growth as consumers became increasingly dependent on online shopping platforms. Although competition within the retail market intensified, Amazon maintained strong market leadership due to operational efficiency and customer loyalty (Deloitte, 2025).
Economic recession may create challenges for luxury and non-essential product sales. However, Amazon’s diversified business model helps reduce financial risk because revenue is generated through multiple sectors including cloud computing, advertising and subscription services. AWS particularly provides financial stability because businesses increasingly depend on cloud-based infrastructure.
Additionally, Amazon’s economies of scale provide competitive advantages during economic uncertainty. The organisation can offer lower prices and faster delivery compared with smaller competitors. This allows Amazon to maintain customer loyalty even during periods of reduced consumer spending.
2.3 Social Factors
Social factors significantly influence consumer expectations and organisational reputation. Modern consumers increasingly expect organisations to demonstrate ethical, sustainable and socially responsible behaviour (Carroll and Brown, 2018).
Consumers increasingly demand convenience, fast delivery and personalised shopping experiences. Amazon has responded effectively through same-day delivery services, personalised recommendations and simplified return systems. Contingency theory suggests that organisational effectiveness depends on the ability to adapt to changing environmental conditions (Burns and Stalker, 1961).
Changing lifestyles and technological advancement have increased global dependence on digital services. Consumers value online shopping because it saves time and provides access to a wider range of products. Amazon Prime membership has become highly popular because it combines shopping convenience with digital entertainment services.
However, social concerns regarding ethical business practices and sustainability continue to increase. Customers increasingly expect organisations to operate responsibly and reduce environmental harm (Carroll and Brown, 2018). Amazon has faced criticism regarding warehouse conditions, employee welfare and packaging waste (The Guardian, 2024).
Social media also strongly influences organisational reputation. Negative publicity regarding labour practices or environmental issues may reduce customer trust and damage brand image. Organisational reputation can therefore be strongly affected by public perception and stakeholder opinion (Burns, 2019).
Diversity and inclusion have also become increasingly important social expectations. Modern organisations are expected to provide equal opportunities and promote workplace diversity. Amazon has introduced diversity initiatives and employee training programmes to improve organisational culture and stakeholder relationships.
Furthermore, younger generations are increasingly comfortable with online shopping and digital payment systems. This creates long-term growth opportunities for Amazon, particularly within emerging international markets where internet accessibility continues to improve.
2.4 Technological Factors
Technology is one of the most important external influences affecting Amazon. Artificial intelligence, automation and cloud computing continue to transform organisational performance and operational efficiency across industries (McKinsey & Company, 2025).
Amazon relies heavily on artificial intelligence for personalised recommendations, customer service, predictive analytics and inventory management. These technologies improve operational efficiency and strengthen customer satisfaction.
Amazon Web Services (AWS) is another major technological strength. AWS is one of the world’s leading cloud computing platforms and generates substantial organisational revenue. Increasing demand for cloud infrastructure and digital transformation creates long-term growth opportunities for Amazon (OECD, 2025).
Automation and robotics also improve warehouse productivity and logistics efficiency. Automated fulfilment centres reduce operational costs while increasing delivery speed. Brynjolfsson and McAfee (2018) argue that automation significantly improves supply chain performance and organisational productivity.
Future technologies such as drone delivery, generative AI and autonomous transportation may further improve operational efficiency. Innovation and technological capability are critical sources of competitive advantage within digital industries (Christensen, 2016).
Despite these advantages, rapid technological development also creates risks. Cybersecurity threats and data breaches represent significant challenges because Amazon stores large amounts of customer information (World Economic Forum, 2025). Failure to protect customer data may result in financial penalties and reputational damage.
The growth of artificial intelligence additionally creates ethical concerns regarding privacy, algorithmic bias and workforce displacement. Amazon must therefore balance innovation with responsible technological management.
2.5 Legal Factors
Legal factors significantly influence Amazon because the organisation operates across international markets with different regulatory systems. The company must comply with labour laws, consumer protection regulations, competition laws and data privacy requirements.
Antitrust investigations represent one of Amazon’s largest legal challenges. Governments continue investigating whether Amazon uses unfair practices to dominate online markets and disadvantage smaller competitors (BBC News, 2024).
Data privacy regulations such as the General Data Protection Regulation (GDPR) require businesses to manage customer data responsibly. Failure to comply with these regulations may result in large financial penalties and reputational damage.
Labour law disputes also create operational challenges. Amazon has faced criticism regarding employee treatment, unionisation efforts and workplace pressure. Legal disputes relating to worker safety and employment rights may negatively affect organisational reputation and increase operational expenses.
Counterfeit products sold through Amazon Marketplace also create legal risks. The organisation must improve seller verification procedures and monitoring systems to protect consumers and intellectual property rights.
Additionally, governments increasingly introduce regulations regarding artificial intelligence and digital marketplaces. Amazon must therefore remain adaptable to changing legal requirements to avoid financial and reputational consequences.
2.6 Environmental Factors
Environmental sustainability has become increasingly important within the modern business environment. Governments, investors and consumers expect organisations to reduce carbon emissions and adopt environmentally responsible practices (UNCTAD, 2025).
Amazon faces criticism regarding packaging waste, transportation emissions and environmental impact due to its large logistics network (Reuters, 2025). Increasing environmental regulations may increase future operational costs. Climate change pressures require organisations to improve environmental performance and reduce carbon emissions.
However, Amazon has introduced several sustainability initiatives to improve environmental responsibility. The organisation launched “The Climate Pledge,” aiming to achieve net-zero carbon emissions by 2040 (Amazon, 2025). The company has also invested in renewable energy projects, electric delivery vehicles and sustainable packaging solutions.
Environmental sustainability additionally influences investor behaviour. Many investors now prefer organisations that demonstrate strong environmental, social and governance (ESG) performance (HSBC, 2025). Sustainability investment may therefore strengthen Amazon’s long-term reputation and stakeholder confidence.
Consumers also increasingly prefer environmentally responsible businesses. Sustainable investment can therefore provide competitive advantages while improving brand image and customer loyalty.
3. Strategic Analysis and Future Challenges
Amazon operates within one of the world’s most competitive industries. Therefore, strategic analysis is important for understanding how the organisation maintains competitive advantage while adapting to environmental changes.
SWOT analysis demonstrates that Amazon’s major strengths include strong brand reputation, technological innovation, advanced logistics systems and customer loyalty. AWS also provides significant competitive advantage because it supports digital transformation globally (OECD, 2025).
However, Amazon also faces weaknesses such as criticism regarding employee treatment and dependence on international supply chains. External threats include government regulation, cybersecurity risks and increasing competition from organisations such as Walmart and Alibaba.
Opportunities for Amazon include expansion into artificial intelligence, healthcare, digital advertising and emerging international markets. Increasing internet accessibility and technological literacy create long-term growth opportunities.
Amazon also applies strategies explained within the Ansoff Matrix. The organisation uses market penetration strategies through competitive pricing and Prime membership services. Product development strategies are visible through innovations such as Alexa and Kindle devices.
Diversification is another important strategic approach. Amazon has expanded into entertainment, healthcare and cloud computing services, reducing dependency on retail operations while improving organisational resilience.
Despite these strengths, future challenges remain significant. Increasing regulation regarding artificial intelligence, environmental sustainability and labour rights may create operational pressure. Cybersecurity threats and global economic uncertainty may also affect future profitability.
4. Leadership and Organisational Culture
Leadership plays a major role in Amazon’s success and adaptability. The organisation follows transformational leadership principles that encourage innovation, long-term thinking and operational excellence (Northouse, 2022).
Jeff Bezos introduced the “Day One” philosophy which encourages employees to maintain a start-up mindset focused on innovation and customer satisfaction (Stone, 2021). This philosophy has contributed significantly to Amazon’s ability to adapt continuously within changing markets.
Amazon’s organisational culture strongly emphasises efficiency, performance and data-driven decision-making. Employees are encouraged to improve operational processes and develop innovative solutions. Transformational leadership supports organisational adaptability and growth (Northouse, 2022).
However, critics argue that Amazon’s workplace culture may create excessive pressure and employee stress (The Guardian, 2024). Therefore, balancing operational performance with employee wellbeing remains an important challenge.
Corporate social responsibility and diversity are also becoming increasingly important within Amazon’s organisational culture. The organisation has introduced training programmes, sustainability initiatives and diversity policies to improve workplace equality and stakeholder relationships (Davis, 2018).
Strong leadership remains essential because organisational culture significantly influences employee behaviour, innovation and operational performance (Grant, 2019).
5. Organisational Adaptability and Strategic Responses
Amazon has demonstrated strong adaptability within the changing business environment. The organisation continuously responds to customer demands, technological advancement and competitive pressure through innovation and strategic investment.
Customer obsession remains one of Amazon’s strongest strategic responses. The company improves delivery speed, digital services and convenience to strengthen customer loyalty. AI-powered recommendations and one-click purchasing significantly improve customer experience.
Amazon also invests heavily in artificial intelligence and automation. Robotics systems improve warehouse efficiency while predictive analytics strengthen supply chain management (McKinsey & Company, 2025). These technologies improve operational performance and reduce long-term costs.
The organisation has also responded strategically to sustainability concerns through renewable energy investment and environmentally friendly logistics systems. Sustainability initiatives improve stakeholder confidence and organisational reputation.
Despite these strengths, Amazon still faces criticism regarding labour practices and ethical concerns. Alternative strategic responses could include stronger employee welfare programmes, increased transparency regarding sustainability performance and greater investment in local communities.
Furthermore, Amazon could strengthen stakeholder relationships by improving communication with governments, employees and environmental organisations. Greater collaboration with stakeholders may reduce reputational risk and improve long-term sustainability.
Continuous innovation remains essential for maintaining competitiveness within rapidly changing industries (Christensen, 2016). Amazon’s long-term success will therefore depend on balancing profitability, innovation, sustainability and ethical responsibility.
6. Conclusion and Recommendations
In conclusion, Amazon operates within a highly dynamic and competitive global business environment influenced by political, economic, social, technological, legal and environmental factors. The organisation faces significant challenges including government regulation, economic uncertainty, labour criticism and sustainability pressure.
However, Amazon continues to maintain strong market leadership through innovation, technological investment and customer-focused strategies. Services such as AWS, Amazon Prime and AI-powered systems demonstrate the organisation’s ability to adapt effectively to changing market conditions.
The analysis demonstrates that external environmental factors create both opportunities and threats for Amazon. Technological advancement and digital transformation support future growth opportunities, while increasing regulation and sustainability expectations create operational challenges.
To maintain long-term success, Amazon should continue investing in sustainability, employee wellbeing and advanced technologies. Improving stakeholder relationships, ethical business practices and environmental responsibility will strengthen organisational reputation and competitive advantage.
Overall, Amazon remains one of the world’s most influential and adaptable organisations. Its ability to respond strategically to environmental change highlights the importance of innovation, leadership and flexibility within the modern business environment.
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