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Take-Aways
	Amazon turns everything it does into products. That exposure to the market helps it continually improve its service.
	Amazon Web Services is a platform-based cloud service on Amazon’s internal systems.
	Fulfillment by Amazon provides warehousing and customer services for third-party vendors.
	Amazon’s Marketplace Web Service API allows customers to monitor changes in their competitors’ prices.
	Going into small-parcel shipping would make strategic sense for Amazon.


Recommendation
Amazon’s success is unassailable, tech entrepreneur and writer Zack Kanter is convinced. In this article, he explains why. Amazon turns internal processes into products. This makes the company money, but it benefits even more from the continual feedback it collects by being in the market. If services keep selling, all is well. If not, Amazon’s management knows the company needs to make them better or let them go. If there is a chink in Amazon’s armor, Kanter doesn’t find it. getAbstract recommends his insights to anyone with an interest in retail.

Summary
No one can outdo Amazon. Retail giants such as Walmart can emulate individual services like  two-day (or one-hour) delivery, but Amazon’s strength doesn’t lie in individual products but rather in its development strategy. When Amazon creates new components of its business, it turns them into products and exposes them to market forces.
“They say that money earned is a reasonable approximation of the value you’re creating for the world, and Amazon has figured out a way to measure its own value in dozens of previously invisible areas.”

Take Amazon Web Services, the tech infrastructure Amazon created for itself in 2011 because the framework the company required didn’t exist on the market. Amazon then turned it into a product that others could use. That division now makes $14 billion a year. More important, turning part of its business into a platform forces the company to keep it lean and forward-thinking. Amazon has continued to design its internal systems as marketable products. These services’ sales figures indicate the competitiveness of the company’s internal tools. Amazon profits from good systems and quickly discovers bad systems without time-consuming monitoring.
“Amazon has quietly rolled out external access in nooks and crannies across their entire ecosystem, and it is this long tail of external service availability that…will be nearly impossible to replicate.”

Fulfillment by Amazon (FBA) enables third-party vendors to hand over delivery management to Amazon. Vendors arrange shipment from the manufacturer to Amazon’s warehouse. Amazon then stores their stock, delivers orders and provides full service, including returns. Amazon earns money, but also benefits by optimizing usage of its warehouse space and increasing delivery volume – and thus clout with delivery companies. Because it has turned the delivery process into a product, Amazon has to remain highly efficient and professional.
“Amazon services “are systemically productizing the entire company, honing what works, fixing what doesn’t and killing off everything else.”

Amazon’s Marketplace Web Service API allows vendors to automatically access data about price changes by rivals including Amazon itself. Amazon uses these tools internally to make their prices as competitive as possible. External “repricing” tools now allow vendors to automatically undercut their competitor’s prices. If a seller outprices Amazon, the company still makes 12% to 15% commission on the sale as well as collecting FBA fees.
The next logical step for Amazon is small-parcel shipping. Amazon already has its own cargo planes, tractor-trailers, and sorting centers to save on FedEx and UPS. Its own demand is huge, and its current customers would probably be “perfect early adopters.”

About the Author
Zack Kanter is founder and CEO of Stedi,  a modern electronic data interchange platform.

Did you like this summary?
Read the article:
					http://getab.li/30304
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1 co-founded a sofware startup in December. Each

Zack Kanter month, | send out an update to our investors to keep
CONTRIBUTOR

them updated on our progress. But the past month
was a bit different — our industry (retal) is going
through a transformation

Zack Kanter is the co-founder of teci

Instead of just writing about our “internal” news, | wrote about the impending apocalypse in
the broader world of retail. More specifically, | included some thoughts on Amazon and why
their commanding lead is only going to get larger. Amazon s the most impressive company
on earth, and | think it is one of the least understood. A few people suggested that | post
this publicly, 5o here goes

My first company, an auto parts manufacturer, sold to Amazon both as a vendor (where
Amazon issues purchase orders for bulk product) and as a "Marketplace seller” (where
Amazon takes a cut of a third-party sellers’ products sold on Amazon.com) —so | have
some insignt into Amazon's internal operations and initiatives that aren't often publicly
discussed

I've followed AWS and Amazon's other various offerings for some time, as well, and Amazon
a5 3 company has become something of a personal absession of mine. | have some further
thoughts on Amazon and the impending retail apocalypse that | wanted to share for those
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