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     The strategic direction of Amazon.com is to become the Earth’s biggest bookstore, thus the name Amazon, taken from the largest river on Earth. Amazon.com sells only on-line and is essentially an information broker. It outsources most of its operations except information technology and holds a relatively small inventory considering the size of its customer base and the revenue that it generates. Amazon.com sells over 18 million products and enjoyed $3.9 million in net sales for the year 2002. The company’s mission is to create shareholder value over the long term. The value will be directly related to their ability to solidify their current market leadership position. Amazon.com invests aggressively in their ability to expand and leverage their customer base, brand, and infrastructure to establish an enduring franchise.

     Amazon.com’s core competencies include a relentless focus on their customers, investment decision making to provide long-term market leadership, measurement of the effectiveness of their investments, and aggressively moving to change what doesn’t work. Amazon.com promises its shareholders that it will make bold investment decisions to gain market leadership advantage and when they don’t pay off, learn from its mistakes and cut its losses. Amazon.com works diligently to create a lean culture by spending wisely and creating a cost-conscious atmosphere, it focuses on growth to achieve the potential of its business model, and stresses the value of hiring and retaining versatile and talented employees whose compensation includes stock options rather than cash in order to create a talent pool who feel and think like company owners. 

     The information technology infrastructure including all of the computer and communications hardware of Amazon.com is entirely handled by internal staff at its physical site in Seattle, Washington. Amazon.com uses an internally developed system for its website and all of its transaction processing which includes order management, cash and credit card processing, purchasing, inventory management, and shipping.  Amazon.com uses Netscape Secure Commerce Server over SSL for order and customer account management. The customers’ credit card information is stored in a separate machine connected to the commerce server via a proprietary one-way interface. 

     Amazon.com currently operates 4 websites for selling its products; www.Amazom.com, www.Amazon.co.uk, www.Amazon.de, and www.Amazon.fr. The websites have comprehensive product catalogs integrated with a range of search mechanisms, which enables the customers to select products with more precision. Its ability to sell its products is enhanced by product information from various sources, including book synopses, excerpts, and customer reviews. Once a customer browses the Amazon.com website, the company matches customers and products in accordance to previous preferences. This matches the corporate mission to become the Earth’s biggest bookstore by providing its wide range of products in a simple to use fashion and by using its marketing strategy with its user recommendations to help gain the sale. 

     Software and technology are the core assets of Amazon.com. Their ability to use new technologies and expand existing technologies will increase competitive pressures on all online retailers. To remain at the top of their competition, Amazon.com will need to continue to enhance and improve responsiveness, functionality, and features of its online store.  Continuous development of its existing technology, transaction-processing systems and network infrastructure are key elements to its future success. If Amazon.com wishes to continue to expand their sales volume it must stay keenly aware of the traffic on its site and maintain high speed standards for quick customer order processing or compromise the customers’ satisfaction.  Any inability of customer site access through system disruptions, slower response time, impaired quality or speed of order fulfillment could cause the company losses.  

     The capture and maintenance of customer data must remain a priority for Amazon.com in order to ensure a successful future. Since one of the company’s main objectives is to focus relentlessly on the customer, it must maintain high standards in technology to make the user experience seamless and pleasant. Amazon.com uses a system that automatically opens an account for a customer when they place their first order. A “1-Click” express shopping system simplifies all future ordering by a customer. This system automatically invokes all the relevant customer details that are stored in Amazon.com’s database. Using the 1-click ordering is secure since only the information sent is regarding the items to be ordered. The customer credit card and personal information is already stored at Amazon.com so no sensitive information is transferred during a purchase.    

     Since Amazon.com enjoys success with its bookstore sales, it has expanded into many other items and taken advantage of aligning itself with strategic business partners. It recently invested heavily in automated distribution centers around the world in order to create an infrastructure that can fill customer orders faster than the competition, especially during peak holiday times. While expensive, the pay-off should be tremendous competitive advantage over other online competitors, which will off-set any new competition, since more and more brick-and-mortar retailers are entering into the online market.  

     Amazon.com has identified the risks inherent to entering the international market. Export and import restrictions, tariffs and other trade barriers, staffing and managing foreign operations, political instability, currency rate fluctuations, longer payment cycles, and potential for adverse tax consequences are some of the concerns of globalization for Amazon.com. 

     There is a concern that the adoption of new and/or additional laws regarding online commerce could decrease the demand for products sold by Amazon.com and increase the cost of doing business. Legislation in the United Stated as well as foreign jurisdictions in regard to the Internet or online commerce in areas such as content, privacy, network security, encryption, or distribution may have a direct impact on Amazon.com’s ability to do business. In order to leverage its strengths and take advantage of opportunities, Amazon.com must stay abreast of changing laws and remain involved in the policy-making process of the governments in which they operate.  

     Another strategy that Amazon.com should use to continue to maintain its success is its use of affiliate marketing. Affiliate marketing allows one firm’s website to provide links, descriptions, reviews, ratings, and other information about products that is linked to another firm’s site that offers items for sale. For every visitor who follows the links, the affiliate receives a commission and the affiliate obtains the benefit of the selling site’s brand in exchange. Cdnow.com and Amazon.com were one of the first to create this successful association which has now made Amazon.com the largest distributor of music CD’s. Amazon.com currently has more than 400,000 affiliate sites, which all bring in revenue through commission. 

     Since Amazom.com is now a household word, a fortune 500 company, and one of the top 20 web sites in the world, its status has made it a target for different groups. In 1999, The New York Times ran a story that disclosed Amazon.com’s arrangements with publishers for book promotions. Amazon.com was accepting payments of up to $10,000 from publishers to give their books editorial reviews and placement on lists of recommended books as part of a cooperative advertising program.  When the news broke, Amazon.com issued a statement that it had done nothing wrong and that such relationships were a standard part of publisher-bookstore relationships. The outcry on the Internet in newsgroups and mailing lists was overwhelming and two days later Amazon.com announced that it would end the practice and offer unconditional refunds to any customers who had purchased a promoted book.  Although Amazon.com did nothing illegal, the practice appeared to be unethical to many customers and potential customers. 

     Amazon.com was also in a legal battle against Barnes and Noble over the patent rights to its “1-Click” ordering system, which the company won. Richard Stallman, who is the founder of the Free Software Foundation and an enemy of anything he thinks threatens the open exchange of ideas, be they expressed in the language of humans or computers, is organizing a boycott of Amazon.com to bring about change and make people aware of the consequences of the decisions of the court in regards to future e-commerce. Although the boycott probably will not hurt Amazon.com’s sales, it makes it clear that this company is a leader that will be recognized for anything that it does whether it has positive or negative effects. 

     Amazon.com has proven that it can be instrumental in the future of the Internet by paving the way with its innovative ideas and its use of technology, constantly changing the way we do business.  
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