Technological factors

1. Increased accessibility to the internet:

Technological advancement in the mobile phone and introduction of electronic tablets has allowed consumers the opportunity to access the internet and purchase goods ‘on-the-go’. The competition of the market is leading to higher quality and further advancements which are more visually attractive and give faster connections. Amazon has used this opportunity to its advantage and developed ‘mobile’ friendly software that simplifies the website design in order for consumers to buy products quickly and easily. By producing ‘kindle’ software which is compatible with a large range of technological products it allows Amazon to access Amazon website in a high quality and consistent way no matter what device it is viewed on.

2. Electronic e-readers:

Amazon merged its core business products (books) with the technological advancements, what could have been considered a serious threat to the business was turned into an opportunity by producing their own e-reader which connected it products directly to the reader which increased the switching costs of the consumer and therefore increased brand loyalty. In order to take advantage of the increase in the variation of other e-readers they developed ‘kindle books’ software which could support any other devices.

3. Personalisation, recommendation and web design:

Due to the low barriers of entry it is essential for businesses to be innovative and try to increase switching costs. By using more advanced technological advancements Amazon has used collective data and used this to make the shopping experience for it consumers more personalised by offering recommendations and introduced ‘one-click-buying’ which remembered past payment and delivery details for quick and convenient purchasing.

Environmental factors

1. Packaging:

In order to become more environmentally responsible Amazon has developed ‘frustration free packaging’. This eliminates plastic cases and means amazons products are 100% recyclable as well as developing a software programme that determines a ‘right-sized-box’ to ship consumers orders to which reduces package waste and transportation costs.

2. Kaizen Programme:

Amazon developed this programme in order to implement environmental initiatives across the company. Its purpose is to make employees of the business more aware of energy wastage and finding ways to design alternative that are more energy efficient.

3. Virtual organisation and electronic products:

Online shopping is more environmentally friendly than traditional shopping as virtual shopping experience leads to lower energy usage in terms of electricity and transportation costs. The advancement of electronic books has already had a huge impact to CO2 emissions as it eliminates paper and transportation. However as Amazon is quickly acquiring a number of merchants and partnerships with other business that may not hold the same environmental concerns they may find their efforts are being diluted.

4. Green products:

Amazon have introduced a cross category programme that customer have selected as the best green product selection give consumers the option of choosing environmentally friendly products.

Sociological Factors:

The world's demographics are changing, population growth in the emerging economies like India and China are providing an enormous opportunity for e-commerce.. However, not all country's lifestyles are changing at the same rate. Constant monitoring of each region is necessary in order to identify the right time to enter their markets.

Leschley et al (2003) demonstrate that a higher percentage of internet users in Western societies are users of e-commerce. When using their forecast of e-commerce growth alongside the global demographics, opportunities become clear in emerging markets like Indonesia. The large populations of the developing regions of Asia and the Pacific currently show low user rates of the internet, however forecasts show a high anticipated growth in e-commerce.

Economic Factors:

During Amazon's investment phase, economic forecasting will play a major role in their strategic funding. Although Bezos' states, , that their lack of profitability is not an issue,Leschley et al (2003), the confidence of capital markets is highly relevant to their future funding strategy. Leschley et al (2003) show that between 1994 and 2000 there was good growth in venture capital investment and Initial Public Offering's, however in 2001, there was a marked decline.

Internet market values demonstrated a period of high volatility between December 1998 and January 2001. If funding is important to Amazon.com, the confidence in financial markets is fundamental to their ability to raise further capital. This volatility could represent a threat to their expansion plans.

As they expand further, their funding strategy will be influenced not just by the US economy and financial sector, but globally. As interest rates are used by Governments around the world to individually boost economies or counter inflation they will impact both Amazon's revenues from their current customer base but also future expectations of new revenue streams.

Economic forecasting may have helped Bezos plan his 'harvest' through profitability 10 years on from 2002, however this forecasting will not have predicted the Global recession in 2008. Thus his 'harvesting' through profitability will be at risk.

Political Factors

Political factors can influence organisations, in a variety of ways including factors such as future government legislation, the stability of the government and the economic policy of government.

If the political environment is unstable it can cause problems such as Amazon being unable to collect revenues as the government may decide to seize the bank which Amazon is using, for their reasons.

They can also decide to impose higher taxes or even prevent the organisation from operating in their country all together. For an example, Amazon would also like to establish itself in a country that has a radical Muslim government. That government may decide that Amazon is offering books which are opposing Islam. This can then cause them to stop Amazon from operating in that country at all.

The government can also influence Amazon by promoting affordable Internet access and decide to invest in national ICT infrastructure in a country. This means that Amazon must be aware of such situations so that they may prepare and make sure that they have the resources and capabilities to supply the increase in demand.

So it is highly important for Amazon to constantly analyse its environment and watch for any changes in government policies.

Legal Factors

As an international organisation Amazon must be aware of domestic law of all the countries it operates within and the national law also. This means that in some countries it could be unlawful to use certain practices or sell certain goods and Amazon must be aware of all of the differences and comply with them. As for example the data protection act in the UK and the federal trade commission in the USA.

Also as mentioned in the case study, doing business on the Internet is very different to having physical stores, therefore Amazon must be aware of the laws involved with e-commerce and follow them. Legal factors will influence Amazons strategic decisions as, new laws can put limits on functions and will affect the overall behaviour of an organisation. Therefore it is vital that Amazon is aware of any threats of new laws, however this can also allow the company to spot opportunities.

