Amazon’s Global Supply Chains

Amazon.com Inc.—typically referred to as just Amazon—
nas ranked among the top companies for years in the
“Gartner Global Supply Chain Top 25" ranking. Other regu-
lar entries among the companies with the best global sup-
ply chains include Unilever, McDonald’s, and Intel. Amazon
IS passing through about $200 billion in sales via its global
supply chains and partnerships annually, a staggering
amount given that the company seldom takes possession
N any true sense of the products that it channels to cus-
tomers from various companies.

Amazon is based in Seattle, Washington. It has now
become the largest online retailer in the United States, sur-
passing Walmart as the most valuable retailer by market capi-
talization (but Walmart’s revenue is still gigantic at about
$500 billion annually). Amazon started in 1994 as an online
bookstore but has diversified to a variety of products, includ-
INng music downloads, furniture, food, and almost all con-
sumer electronics. These days, customers can seemingly
buy anything they need via the Amazon platform. In the
United States alone, roughly 150 million customers per month
visit Amazon.com. But this massive availability of products
also puts a strain on Amazon’s global supply chains.

AS customers, we have come to expect that Amazon will
deliver whatever we buy in the shortest cycle time possible,
often no more than two days, especially if a customer is
signed up for Amazon Prime. The Amazon Prime service
includes free two-day shipping (on many products), video
streaming, music, photos, and the Kindle lending library for an

annual fee (currently $99 per year or $12.99 per month). Al
these services are welcomed by customers, but the free two-
day shipping is really what drives the Amazon Prime service.

The free two-day shipping (and myriad other shipping
alternatives for a fee) requires Amazon to leverage its in-
ventory management practices, global supply chains, and
technology to cost-effectively reach customers. Delivery
speed and efficiency require Amazon to have strategically
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Another interesting development—or, at least idea a
this stage—is the speculation that Amazon is thinking
about launching a global shipping and logistics operatior
that can compete with United Parcel Service (UPS) anc
FedEx. Of course, Chief Financial Officer (CFQ) Brian
Olsavsky downplayed Amazon’s ambitions on this front
He said that Amazon was just looking to supplementis
delivery partners—not replace them—during the very DSy
peak periods like the holiday seasons.
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