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	Suppliers
	The supplier power is medium because Amazon relies mainly on online sellers and business partnerships for its extensive range of products. However, supplier power is nullified in a sense that most of Amazon's inventory is not differentiated, meaning that most of its products, such as books, can be purchased from many suppliers across the globe and many sellers are competing to sell products on Amazon.
	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.
	Although Amazon is a large company with high purchasing power, it has an important interdependence with its suppliers, based on the fact that Amazon relies on its suppliers to provide large volumes of units. However, Amazon has some power over its suppliers as they would not want to lose the distribution channel Amazon provides.



	Potential Entrants
	E-commerce industry is very competitive and the threat of new entrance is high, as there are low barriers for creating an e-commerce store/website, reducing the potential for actors to gain sustainable competitive advantage.  These include, for example, low set up cost, few regulations and the reduced need for physical assets. However, Amazon, the world's largest market place, has high barriers to entry due to expertise, customer base and the use of highly advanced unique technology which is difficult for new entrants to imitate  and very costly to implement. For example, Amazon's patent on its "one click buying" prevents competitors from imitating the technology. Furthermore, it would be very difficult for new entrants to build a strong and trusted brand like Amazon.
	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.
	Technology developments have lowered the barriers to entry into the industry Amazon operates in, this is shown by the company’s business model being replicated by its competitors such as Play.com. Although Amazon’s product differentiation issue was addressed by introducing new products (apart from books and CDs), the company will face the same issue again, unless it expands into new product ranges.



	Buyers / Customers
	The bargaining power for Amazon's customers is high as there are numerous sites on the web that offer the same products as Amazon. Since, its products are not differentiated; buyers are more price sensitive as they can search the web to find cheapest products. A as a purely web-based market place business, Amazon has low overhead cost which enables the firms to offer customers low-cost products. Furthermore, Amazon 'has gone to great lengths' to ensure that customers are satisfied, deterring them from purchasing elsewhere in the web.
	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,
	Prices seem to be the main driver of the buying decisions made by Amazon’s customers. The e-business model enables customers to check prices on numerous websites and to shop around before making a decision. Comparison websites can help customers in this process. The customer does not incur any cost by using multiple suppliers and they can easily switch from one to another, depending on the prices they are looking to pay.



	Substitutes
	With the exception of patented technology, such as the one click buying, the threat of substitutes for is high for Amazon.  There are alternatives on the market for Amazon's products and services, many of its products are available on numerous sites across the internet. For example, as well as having physical shops, Smith sells books, stationery and entertainment products online. Furthermore, books are available to read for free local libraries and some educational institution. However, Amazon's of quality of customer service, convenience and web service are nearly impossible to reproduce.
	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?
	Although Amazon.com has developed the "one-click" technology which facilitates the buying process, this does not stop customers from buying from another website or a high street retailer. Many substitutes can be identified in Amazon.com’s industry such as Play.com, and Zavvi.com. Furthermore, high street retailers have realised the opportunity that e-commerce has to offer and thus have expanded their businesses online, clear examples are HMV and Waterstones.

	Industry Rivalry
	Rivalry among competing firms in the e-commerce industry is high and Amazon has many firms competing with its selection of product and services. Direct competition includes auctions sites like EBay, Yahoo Auctions and online bookshops like Waterstones and Blackwell. Indirect competition includes more focused shops such as Curry's and Comet who have an online presence and indirectly compete with the electronics sold on Amazon.  However, Amazon has managed to reduce the threat of rivals by building a strong brand and customer base through its most unique and sophisticated customer-facing technology solutions.
	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.
	Competition in the industry is a high mainly because the barriers to enter it, in terms of investment, knowledge and technology required, are low. As mentioned above, the number of competitors increases quite quickly as organisations’ operating within the industry adapt their strategies and expand their portfolio of products. Having said this, Amazon can count on its strong brand, which will be hard to archive by existing and potential competitors


