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[bookmark: _Toc225425655]1. Introduction
This report is a critical analysis of the role of Amazon in terms of strategic positioning as a pioneering organisation and Walmart as a follower in the high competition global retail and e-commerce business sphere. The industry is also marked by a high level of technological change and a shifting economic situation that has a major impact on organisational performance (Kotler et al., 2020; Chaffey and Ellis-Chadwick, 2022). Macro-environment is a key determinant of the strategic choice and the competitive advantage. In this report, the technological and economic factors are analyzed and compared in terms of their influence on two firms and strategic reaction evaluated based on Porters Generic Strategies and the Matrix developed by Ansoff (Grant, 2021).
[bookmark: _Toc225425656]2. Task 1 Macro Environment Analysis
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Figure 1: PESTLE Analysis (IBISWorld, 2021)
[bookmark: _Toc225425657]2.1 Introduction to the Macro Environment
The macro marketing environment is the external forces which affect the organisational performance although they cannot be controlled by the managers. The analysis of these forces often applies to the framework of the PESTLE analysis, such as political, economic, social, technological, legal and environmental (Kotler et al., 2020; Baines et al.), factors. These factors should be considered in strategic marketing since they form the opportunities, perils and competitive standing (Armstrong et al., 2021). The retail industry across the globe is facing a rapid pace of digital change and economic unpredictability, which means that companies have to be able to adapt constantly to keep up with the competition (Chaffey and Ellis-Chadwick, 2022). As a result, the critical analysis of macro-environmental forces will empower organisations like Amazon and Walmart to predict change and stay ahead of competition (Johnson et al., 2020).
[bookmark: _Toc225425658]2.2 Technological Factor
 Overview
A major force of change in the retail sector is technological innovations, especially in artificial intelligence (AI), automation, e-commerce and data analytics (Laudon and Traver, 2021; Chaffey and Ellis-Chadwick, 2022). In 2023, the volume of sales in global e-commerce was about 5.8 trillion, and its future projections are over 8 trillion in 2027 (Statista, 2024). The conversion rates can be increased by 30 percent with the help of AI-powered personalisation, and operations become more cost-effective and efficient because of automation (McKinsey and Company, 2021; Deloitte, 2023). The consumer expectations have been transformed by these developments, as more and more are demanded in terms of speed, convenience, and personalised experiences (PwC, 2022). Consequently, technological capability has emerged as an essential factor of competitive advantage (Baines et al., 2022).
 Impact on Amazon
Amazon has been able to exploit the power of technological innovation to build market dominance in the international e-commerce (Stone, 2021). The company applies AI and data analytics to provide customers with personalised recommendations, enhancing customer engagement and sales performance (Laudon and Traver, 2021). In 2024, Amazon is expected to earn revenue of about 637 billion dollars as it continues to experience impressive growth due to its technological base (Amazon, 2025). Furthermore, AWS also made over $100 billion to show effective diversification per year (Synergy Research Group, 2024).
These advantages are however met with challenges. The annual research and development costs of Amazon are more than 80 billion dollars, which adds to the financial risk (Amazon, 2025). Additionally, the use of digital systems poses the firm to cybersecurity risks and operational risks (PwC, 2022). Irrespective of these threats, Amazon can afford to remain differentiated and remain in a good position of competition due to its proactive nature of investing in innovation (Johnson et al., 2020).
Impact on Walmart
Walmart has also implemented a reactive strategy as it is concentrating on being digitally transformed in order to be competitive (Baines et al., 2022). In 2023, its e-commerce sales amounted to approximately $82 billion, which is a tremendous increase (Walmart, 2024). The company has adopted an omnichannel approach and this combines the physical outlets and online platforms like click-and-collect service (Chaffey and Ellis-Chadwick, 2022). These programs improve customer convenience and efficiency.
However, Walmart is not able to rival Amazon in terms of technology. Its innovation is mostly adaptive and not pioneering which limits its differentiation (Johnson et al., 2020). Also, the modernization of the old systems and the investment in digital infrastructure poses financial and operational burdens (Deloitte, 2023). Despite Walmart becoming more competitive due to its digital transformation, the company is still technologically lagging behind Amazon (Baines et al., 2022).
 Critical Comparison
The critical comparison indicates that Amazon has a proactive innovation-driven approach, whereas Walmart has a reactive one (Kotler et al., 2020). The constant investment in the new sophisticated technologies captures Amazon in the opportunity to make a difference and mould the market trends and customer value. Conversely, Walmart is a company that concentrates on the ability of adapting to prevailing innovations. This implies that technological capability is also a major factor of competitive advantage where Amazon is stronger and more sustainable. Despite enhancing its digital image, the follower position does not provide Walmart with opportunities to attain long-term differentiation (Baines et al., 2022).
[bookmark: _Toc225425659]2.3 Economic Factor
 Overview
The consumer behaviour is highly affected by economic forces like inflation, increasing cost of living and purchasing power oscillations (World Bank, 2023; IMF, 2023). The period between 2021 and 2023 saw global inflation increasing and decreasing real income and making prices more sensitive (World Bank, 2023). This, in turn, makes consumers focus on affordability and value-of-money instead of brand loyalty (PwC, 2022). Meanwhile, the operational costs of the retailers are going to be raised due to the cost upsurge of fuel, labour and supply chains (Deloitte, 2023). Therefore, both opportunities and threats exist based on the economic conditions, organisational pricing tactics and cost frameworks (Kotler et al., 2020).
Impact on Amazon
The online shopping demand has been sustained, which explains why Amazon takes 10 percent of the U.S. retail sales in 2023. This proves that it has a high level of penetration in the market and it is dependent on digital consumption (Statista, 2024). Nevertheless, inflation leads to higher operational expenses especially in logistics and fulfilment, and decreased profit margins (Deloitte, 2023).
Besides, when the economy is in recession, consumers would choose cheaper options, which may undermine the competitive strength of Amazon (PwC, 2022). Although Amazon is competing with convenience and quality of services, its prices might not be appealing to consumers who are price sensitive. Thus, economic factors are both facilitating and limiting and Amazon will need to strike a balance between differentiation and cost-saving (Kotler et al., 2020).
 Impact on Walmart
Walmart is in a good position to take advantage of economic downturns because of its approach of cost leadership (Porter, 2020; Baines et al., 2022). With the increasing price sensitivity among the consumers, Walmart gains larger customer base where they want lower priced products. In 2024, Walmart posted revenue of about $674 billion, which showed good performance even in the times of inflation (Walmart, 2025). It is able to keep its prices competitive due to its economies of scale (Deloitte, 2023).
Nonetheless, the increase in prices of products, labour and transport reduces profit margins (World Bank, 2023). Effective cost management is needed to maintain low prices and deal with the increased costs (Johnson et al., 2020). Regardless of these difficulties, the pricing strategy of Walmart makes them more resilient and competitive in terms of price sensitivity in the market (Baines et al., 2022).
Critical Comparison
The economic element puts into perspective opposite benefits. The cost leadership approach allow Walmart to perform better in times of economic recession, since the consumers attach importance to price (Porter, 2020; PwC, 2022). However, on the contrary, the differentiation strategy through convenience adopted by Amazon can be less appealing in terms of price sensitivity (Kotler et al., 2020). Amazon has general dominance in the market but Walmart shows more resilience to economic pressure. This implies that competitive advantage is influenced by different value propositions, and Walmart is stronger in cost-driven settings and Amazon is stronger in innovation (Baines et al., 2022).
[bookmark: _Toc225425660]3. Task 2 Strategy Evaluation
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Due to the macro-environmental forces like the development of technology and economic unpredictability, organisations have to formulate viable strategies in order to maintain competitiveness. Strategic marketing helps companies to meet internal capabilities with external environment to guarantee growth in the long term and marketability (Hill et al., 2020). In the case of Amazon and Walmart, the high-speed technological upheaval and shifting customer behaviour demand unique strategic answers. One of the most important things is the evaluation of these responses in order to comprehend how every organisation sustains or improves its position. That is why the implementation of such frameworks like Porters Generic Strategies and Ansoff Matrix can help to understand how these companies react to the external threats and seek the sustainable competitive advantage (Grant, 2021).
[bookmark: _Toc225425662]3.2 Porter's Generic Strategies
According to Porters Generic Strategies, there are 3 ways of attaining competitive advantage namely: cost leadership, differentiation and focus (Porter, 2020). To win the competition, organisations need a defined strategic stance that will allow it to be either lower in price or differentiated in value (Tanwar, 2021).
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Figure 2: Porter's Generic Strategies (SlideModel, 2019)
Amazon mainly uses differentiation strategy and makes use of innovation, customer experience and digital ecosystems to develop high-quality value (Stone and Woodcock, 2021). The company places a lot of investments on technologies like the artificial intelligence, automation and cloud computing to improve its efficiency and service quality (Westerman et al., 2022). Indicatively, fast delivery, digital content and exclusive services are combined in Amazon Prime which boosts customer loyalty and raises switching costs (Iansiti and Lakhani, 2020).
The given strategy is well aligned with the technological factor mentioned above, as innovation helps Amazon to define the consumer expectations and remain the market leader. Amazon appeals to convenience, personalisation and speed to make it different and worth premium prices over competitors. More so, constant technological innovation promotes both long-term expansion and its competitive edge in the online retail sectors (Grant, 2021).
Walmart uses the cost leadership strategy, which aims at providing products at the lowest possible cost based on operational efficiency and economies of scale (Wheelen et al., 2021). It has a large supply chain system and good relations with its suppliers that allow it to cut costs and price competitively (Christopher, 2022). The tactic of the everyday low price by Walmart targets consumers who are price very sensitive especially in times of economic recessions.
This strategy is in line with the economic aspect mentioned above whereby the high inflation rate and low purchasing power encourages the demand of low cost products. Through the low prices, Walmart solidifies its focus on cost-based markets. Moreover, its effective logistics and volume enables it to enjoy profitability even where there is a narrow margin. Nevertheless, the fact that it is highly cost-efficient does not allow it to differentiate itself against the competition that revolves around innovation like Amazon (Hill et al., 2020).
The critical assessment shows that Amazon has been able to develop value by means of innovation and differentiation, whereas Walmart has been able to develop value by means of cost efficiency and price leadership (Porter, 2020; Tanwar, 2021). The competitive advantage of Amazon regarding its long-term strategy is possible due to its technological leadership and improvement of the customer experience (Grant, 2021). On the contrary, Walmart can sustain its cost leadership strategy in times of economic decline by shifting towards consumers who are sensitive to price (Wheelen et al., 2021). Nevertheless, the greater cost structure of Amazon can diminish its competitiveness in the price-driven markets, whereas the limited differentiation of Walmart can limit its capability to attain sustainable competitive advantage in the long run (Hill et al., 2020).
[bookmark: _Toc225425663]3.3 Ansoff Matrix	
Ansoff Matrix reveals four growth strategies, including market penetration, market development, product development and diversification and allows organisations to diversify their markets and product offerings (Ansoff, 2020). It offers an organised conceptual framework of analysing strategic growth opportunities and related risks (Loredana, 2021).
Amazon is pursuing a vigorous expansion policy by product innovation and differentiation. The company is also adding new products and services, including Alexa devices and Amazon Prime, to improve its value offering in existing markets (Iansiti and Lakhani, 2020). Moreover, its diversification into cloud computing via AWS is a significant strategic move out of the retail business, and it is generating significant revenue and less reliance on its core business (Westerman et al., 2022).
This tactic demonstrates the capacity of Amazon to innovate markets and draw the confines in an industry. Through technological capability, Amazon exploits the opportunities arising and supports the growth in the long run. Its diversification approach also mitigates risk, as there are several industries in which the company operates and it positions it better economically (Grant, 2021).
Walmart uses a less aggressive and more defensive growth approach where they concentrate on market penetration and market development (Wheelen et al., 2021). The company can build its presence in the existing markets by diversifying products and enhancing access by the customers. Also, Walmart investments in e-commerce can be viewed as the market development strategy to capture online consumers and to react to the digital transformation (Christopher, 2022).
In contrast to Amazon, the Walmart approach is aimed at paying more attention to improving the current business model and not developing completely new markets. The way it has ventured into e-commerce is indicative of adapting to change in technology. Although it enhances competitiveness, it is not as innovative and diversified as the strategy adopted by Amazon, and thus it cannot grow transformational (Hill et al., 2020).
The critical comparison point to the fact that Amazon is a market creator, and Walmart is a market responder, as the latter adjusts to the current trends (Ansoff, 2020; Loredana, 2021). The aggressive expansion strategy of Amazon allows entering new industries, which reinforce long-term competitive advantage (Grant, 2021). Conversely, the incremental approach by Walmart is better at creating stability but constrained innovativeness (Wheelen et al., 2021). Thus, Amazon is more capable of growth in the long-term, and Walmart is robust due to the ability to adapt gradually to the changes on the market (Hill et al., 2020).

[bookmark: _Toc225425664]4. Integrated Critical Discussion
The discussion shows that the macro-environmental forces form an important part of the strategic positioning of Amazon and Walmart, which determines their future competitiveness. Amazon is advantaged by the technological developments due to the differentiation and sustained innovation that allow it to develop better customer value and continue to lead the market (Grant, 2021; Westerman et al., 2022). On the contrary, Walmart cost leadership strategy is better aligned with economic pressures so that it can appeal to consumers who are price sensitive in times of inflation and low purchasing power (Wheelen et al., 2021; World Bank, 2023). Although there is a better long-term growth opportunities in case of diversification and technological dominance in Amazon, Walmart shows a higher resilience to economic crises because of its pricing benefit. Thus, Amazon is more successful in the environment of innovativeness, and Walmart is competitive in the cost-oriented market conditions (Porter, 2020; Hill et al., 2020).
[bookmark: _Toc225425665]5. Conclusion
The analysis shows that technological aspects give Amazon a huge competitive edge due to innovation, differentiation and ecosystem development. Conversely, economic factors are in favour of Walmart since its cost leadership strategy appeals to cost conscious customers in the times of financial instability. In general, Amazon will exhibit a better performance in the long-term competitiveness, because of its innovation capability, diversification and influence on the market trends, as compared to Walmart which has a high performance in the low-price competitive environments but has a lower growth potential.
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