Outcome of Group Analysis  

Introduction  

We analysed the external environment of Amazon.com as it was in 2002 using the PESTLE model of Fahey & Narayanan (1986) and Porter's Five Forces. The outcome of that analysis was then used to produce the following Strengths, Weaknesses, Opportunities and Threats (SWOT) analysis. 

	Strengths 
	Weaknesses 

	· Technology leader

· Trusted brand and customer base

· Profitability
	· Capital Availability 

· Security issues 

	Opportunities
	 Threats 

	· Increasing penetration of internet

· Increase in e-commerce 

· competitors going off-line 

· Technical leadership 
	· Substitutes

· retailers going online 

· innovation elsewhere 


Strengths 

Technology leader - Amazon has developed a high level of technical expertise and has many patents for the customer interface. e.g. one click selling. 

Trusted brand and customer base - Amazon has built a strong customer base through its sophisticated customer-facing technology solutions. This will be hard for potential competitors to overcome. 

Profitability - 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) 

Weaknesses  

Capital Availability – following the dot.com bubble bursting in 2001 it has been harder for online enterprises to find investment. This may hinder the ability of Amazon to expand. 

Security - Internet security is an issue for e-commerce businesses like Amazon i.e fraudulent activities, hacking and technology disruptions. [YES but Amazon have a strong reputation for being secure. Perhaps this is a threat?] 

Opportunities  

Increasing penetration of Internet – As internet use grows Amazon can expand into more markets globally. An increase in customer base increases profitability as their customer interface costs are largely fixed, this is what made them profitable in 2001-02. 

Uptake of E-commerce – as people become more confident in e-commerce there is the opportunity to sell a wider range of goods and services to people.

Competitors going off-line – a number of online competitors have failed during 2002, there is an opportunity for Amazon to pick up their customers and perhaps also domain names to forward to Amazon. Companies choosing to stay offline may well sell domains relatively cheaply. 

Technical Leadership – this allows Amazon to partner with companies that could otherwise have been competitors, reducing rivalry as all partners can benefit from the arrangements. 

Threats  

Substitutes - Competitors can stock the same items, only the purchasing experience is different. Is Amazon faster, easier, cheaper, and more reliable? 

Retailers going online – threat of entry from start-ups is low because they lack capital and reputation. However existing large retailers have both, and technological barriers are low, so the biggest threat to Amazon is from a large retailer deciding to move online in mass. 

Innovation elsewhere - Amazon needs to ensure its technological lead remains, development by others it a threat to their dominant position.  

Conclusions

Amazon needs to continue to invest in technological development to retain its lead. 

It should actively seek partnerships with established retailers to bring both a wider range of goods to market (benefiting from the established reputations in new fields) and discouraging those companies from directly competing. 

Amazon should monitor levels of internet use in other countries and establish suitable international depots to service those countries with higher volumes of sales locally (and international shipping for the lower volume sales countries). 

