Analysis Using Porter's Five Forces

Looking as Amazon.com as it might have been in 2002. 

Suppliers

In 1995 60% of Amazon.com's sales volumes came from one supplier (OU 2009:p42), which would have given its main supplier considerable leverage. By 2002 Amazon.com had widened its product offering, and as a consequence had a wider range of suppliers. This would have helped to reduce the power of its suppliers. 

Books, video & music (are the bulk of Amazon.com sales (OU 2009:pg43). Each title has a single distributor when new, which tends to increase the supplier power. However the scale of amazon.com's operations will have allowed bulk purchasing for the higher volume titles, leading to wholesale discounts. The strategy of holding as many titles as possible for purchase (without necessarily holding the accompanying stock) will also make Amazon.com one of the larger purchasers of low production run items as they are more likely to be available to amazon.com's customers that to those of traditional retail stores. 

Potential Entrants

By 2002 the dot.com bubble had burst, making it harder for potential entrants to get funding for setup costs. It had also become clear that online retailing was not as easy as received wisdom suggests, with significant failures from otherwise well established companies that had tried to move online, e.g. Bertelsmann's books online venture (Economist, 2002). So the barriers to entry had gone up since amazon.com had started. Also as a first mover Amazon.com had patents on some of the key user interface features (e.g. one-click), which increased barriers for others. 

Buyers

Buyer power appears significant, most sales are practically commodities and the internet makes price comparison easy. With internet based sales of physical items (as opposed to those available for download) speed of delivery is a factor. Along with how trusted and secure the brand being purchased from is. Both of these act with price to determine who a buyer will use. In 2002 Amazon.com was the highest earning internet commerce site (Johnson et al 2005:pg662), implying a high level of trust, with customer service as its primary ethos (Bezos, quoted in Johnson et al 2005:pg663). Leadership as a trusted brand, combined with a wide catalogue and mainly retail customers ensured that most buyers had a relatively low power over Amazon.com, 

Substitutes

Many items sold were effectively commoditised. Most buyers of books, video and music want a specific product (i.e. they want “Rule 34” by Charles Stross). This means that the threat of substitutes is very high, lots of traditional stores and e-commerce competitors can stock the same item with no difference. The only product differentiation is through the purchasing experience. Is it faster, easier, cheaper, more reliable and are problems resolved rapidly when they do happen? 

Industry Rivalry

In addition by 2002 Amazon.com had established a wide range of strategic partnerships (OU, 2009) with companies that could otherwise have been its competitors. This collaborative strategy reduces the intensity of rivalry as all partners benefit from the arrangements. e.g. the arrangement with Borders (a direct competitor) to allow Amazon.com customers to collect items from a store. This drove footfall for Borders and let amazon.com sell to customers without a delivery address. 
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