Rebekah Mullins 
Amazon.com, Inc. (Amazon)

Environmental Analysis (Economic, Political, Legal, and Cultural Environment)

a) If your company is not very well-known, briefly describe its primary operational focus. Note whether it currently operates in the Czech Republic. If it does, how significant are its current operations there? If it does not, is it likely to extend its operations there in the near future (i.e. does it operate in the region)? 

Amazon currently operates in Czechia in limited capacities. Although it was one of the first entries during the advent of online shopping, celebrating its 20th year this year, the company never reached the percentage of sales it enjoys in other countries. Amazon.cz still redirects to Amazon.co.uk. However, in recent years, operations have begun to increase with 500 added permanent jobs, new offices (a good investment since rentals in Czechia are the lowest across Europe), and new services provided such as Amazon Video (Steiner, 2018). Mr. Taschner, the spokesperson for Amazon in Czechia, confirmed plans for expansion (Conbiz, 2018). Plans for a new logistics center and vocal support from top authorities are also evident.

b) What are the basic economic characteristics of the country? (i.e. demographics, population size, GDP per capita, rate of economic growth, recent economic trends)

	Figure 1: Basic Economic Characteristics

	Characteristic
	Description

	Demographics
	64% Czech, 5% Moravian, 1.4% Slovak, 0.4% Polish, 0.2% German (2011 census, 26% did not answer)1

	Total Population
	10,624,910 est. people (6/10/2018)2

	GDP Per Capita
	17,569.89 US$2

	Rate of Economic Growth
	3.5% (2017 est.)2

	Recent Economic Trends
	Low unemployment, high GDP growth rate, rapid appreciation of the koruna against the US dollar


	1 World Population Review, 2018
	2 World Economics Forum, 2016

c) What conclusions do you draw about your country from the information reported in Question B?

Czechia is a highly viable nation for an expansion of Amazon, as the rapidly growing economy represents raised living standards for Czechs and an increase of interest in purchasing. This interest is only heightened by Czechia’s recent history of limitations as a communist state under Soviet control. Although there are not many potential consumers compared to other nations, and although that number is only growing slowly, the fact that the vast majority is of Czech descent presents an opportunity for Amazon to refine their presentation techniques specifically toward Czechs and enter their expansion with clear goals and strategies in mind.

d) How would you describe the country’s current political system?

As a parliamentary democracy headed by the elected president Miloš Zeman, Czechia’s political system is a representative democracy, with similar branches to the US. The House of Parliament and Senate with elected representatives are led by the prime minister, Andrej Babiš. As a democracy and market economy rather than a totalitarian system with a command economy, Czechia also tends toward political individualism rather than collectivism. In other words, there is a stress on personal self-expression as well as supporting society by allowing economic privatization. This is a marked difference from the previous system under Soviet rule, in which the nation was extremely collectivist and thought to best advance the country by the state dictating every political and economic act.

e) How would you describe the country’s current economic system? 

Czechia runs on a market economy with 80% of the GDP based on exports (primarily, automobiles). This leaves the country vulnerable to external changes, as seen in their 2012 and 2013 recessions when EU demand slumped. The Czech koruna has been helpful at weathering external forces (as opposed to the euro), and appreciated 16% relative to the US$ during 2017. The country is currently prosperous with a high GDP growth rate and a meager unemployment rate of 2.8%. This rate, combined with an aging population, has led to steadily increasing wages and thus a pressure to relax the anti-immigration attitudes preventing additions to the labor force. With the country transitioning from manufacturing to a services-based economy, Czechia faces another long-term sustainability problem. For now however, foreign direct investments are flowing in and inflation is low at 2.3% in 2017 despite strong economic growth and the tight labor market (CIA 2, 2016).

f) How would you describe the country’s current legal system?

Czechia subscribes to the European continental legal system of civil law (and recognizes only the codified written versions), meaning that compared to the US Czech courts have less flexibility as judges rely solely on their legal codes rather than interpretation of the situation. The courts are divided into District, Regional, High, and Supreme Courts (Pouperova, 2014). Cases are often passed between these, leading to criticism of lengthy court proceedings with verdicts slow to come (Horakova, 2003). In contrast, as a nation under civil law, contracts are short and inexpensive to produce.

g) Over the last 10 years, have there been any important changes in any of the above?

Political bodies constantly change, and the controversial (currently under fire for corruption) Andrej Babiš was appointed in December 2017. His appointer, Miloš Zeman, was the first directly-elected president of Czechia (of three total). According to multiple peer-reviewed articles, party politics have changed drastically as well; with elections becoming more volatile and the ANO party succeeding the Social Democrats (ČSSD) predominance (Haughton, 2017). This among other factors indicates inclusion in the trend among many nations away from globalism. Latest officials have also undertaken reforms to reduce corruption, attract investment, and improve social welfare programs; these could increase government revenue and improve general living conditions. While the Czech economy has been improving since the Velvet Revolution, the last decade has seen banner years in GDP growth rates and unemployment along with labor force concerns. Finally, in 2014, the previous 1964 civil code based on Austro-Hungarian codes and socialist theory was replaced by a new one with former Czech terminology (CIA 1, 2016).

h) Describe the country’s long-term history in no more than one paragraph.

The history of Czechia has been a series of foreign occupations: starting with its birth as a merge into Czechoslovakia from the remains of the Austro-Hungarian empire, to the forceful takeover by Nazi Germany resulting in future irreconcilable differences with Slovakia, and finally Soviet control with increasingly repressive actions. With the death of the majority of communist rule globally and the Czech Republic’s Velvet Revolution and “velvet (peaceful) divorce” from Slovakia in particular, the country became its own in the early 90s (CIA 2, 2016). Joining the EU and NATO shortly thereafter signalled its strong return to a market economy and democracy.

i) Does the country have significant regulations relevant to your Company?

E-commerce is desired in Czechia, and regulations relatively lax. According to the International Trade Administration, foreign businesses may sell freely as long as they have the proper documentation such as a Czech Trade License and registration in the Commercial Registry (ITA, 2017). Beyond that, online shopping does not require much work to set up. Similarly, as an increasingly individualistic society, entrepreneurship is encouraged and there are few regulations regarding consumers being involved in the sales process, as is the case with Amazon. However, US sellers must be aware of legal differences between the US and Czechia, including mandatory EU product safety testing and certification.

j) Given the above descriptions, what do you think is most important for your COC to consider in any operations in this country?

Czechia presents a unique opportunity for Amazon for a vast number of reasons detailed above and below; this leads to the general recommendation that the company should act fast and strike while the iron is hot. However, proper precautions should still be taken to protect assets as elections become less stable and growing problems in the economy (such as the mixed blessing of very low unemployment) rear their heads. As for drafting contracts, Amazon representatives will have to remember that the Czech documents will be based on their legal codes rather than their particular situation, and that these are advisable to read instead of simply the brief contract that will be presented.

k) [bookmark: _gjdgxs]Are there other country characteristics you see as important that were not covered above? 

It is important to note that Czechia is currently the #1 most developed online country in the EU, and has been for the past few years. In fact, 43% of all non-food sales made in Czechia are through a computer (Frankova, 2018). Although when online shopping first arose, potential consumers were distrustful of using credit cards online and buying from a seller they cannot see, the younger generations are more technologically-minded and like the time e-shopping saves. Since Amazon does not require a lot of brick and mortar establishments or massive warehouses to roll out into a country with as relatively few people as Czechia, the changing opinions towards online shopping indicate a great new opportunity for expansion.
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