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1. As described in class, the term network effects mean more usage of a product or service by any user increases its value for other users (and sometimes all users).
o   What network effects are parts of the strategy of Amazon? How do they add value for Amazon users? Explain fully.3
o   Does this provide Amazon with sustainable competitive advantage? Why or why not? Explain fully.
Two of Amazon's network effects are its Marketplace and Amazon Prime. Amazon's Marketplace allows third-party sellers to sell their products on the Amazon platform. Simultaneously, Amazon Prime promises fast shipping for eligible purchases, movies, TV and music streaming, unlimited reading, and exclusive shopping deals, among other benefits, all at a monthly fee [1]. 
The value that the two network effects bring to the user is access to unlimited selections and efficiency. In the case of Amazon marketplace, the function allows vendors to access a broader market through Amazon's popular platform at no marketing, packing, or shipping cost while saving the consumer the time of having to go from one store to another to get the same product. Amazon Prime alike allows the consumer to receive the purchased product in a shorter time frame and the added exclusive benefits to its subscribers. 
The two network effects provide Amazon a competitive advantage. By allowing sellers to focus on the product instead of shipments, returns, and replacements, sellers are allowed to focus on the product and, in turn, lower the prices for the consumer and allow for improved quality. Additionally, Amazon Prime adds to the competitive advantage by responding to time-sensitive customers, a component that is not present in most online businesses.
2. It has been said that Amazon provides what its customers want, but its societal impacts are negative overall:
·    Amazon is too dominant in e-Commerce, jeopardizing competitors, global consumer products brands, and local retailers
I agree with the above statement on the following basis; CNBC reported that 74% of consumers go to Amazon when they're ready to buy a product [2]. This is a point of concern for most retailers because they are getting the short end of the stick when it comes to the audience. Today, Amazon is said to account for 46% of all e-commerce in the United States [3]. This is of huge significance because in an age where data is of great importance, it means that Amazon has access to millions of user data and, therefore, giving them a competitive advantage over their competitors. To add to this, Amazon uses its marketplace data to gauge demand and make decisions on its retail sales, and thus, making it easy to move into new markets and eliminating potential competition who would benefit from shared data to know how to position themselves in the market.
Amazon's e-commerce dominance stands a chance to jeopardize its competitor's reputation through the amazon review feature, which is a vital tool in decision-making for buyers. This is especially so through Amazon's marketplace feature where the quality of the product on the platform could potentially bring about significant harm to a company's reputation. Additionally, retailers who don't do business with amazon are likely to be taken out of business by their competitors who use Amazon's services through Amazon's promotion of their competitors in their search engine. Amazon's dominance also creates room for conflict of interest. For example, it was reported by several retailers that amazon, after observing the success of their products went head and produced a similar product and sold it for the same price and many times even gave consumers a lower price on the identical product [3].
In essence, five factors contribute to Amazon's current dominance: conflict of interest, bargaining power, entry barriers, gatekeeping, data control. Amazon is able to use Marketplace third-party retailers as a study for what products are in demand and at what prices before they can produce them and cheat their customers turned competitors. Being able to produce products and host them makes it extremely difficult for new entrants to compete with Amazon unless associated with the company. Additionally, the company establishing itself as a one-stop center makes it the gatekeeper for e-commerce since it accounts for the most significant percentage. Small businesses are to do good by it to stand a portion of the profit. And lastly, Amazon's access to users' data is what makes it more powerful than its competitors. 
For other businesses to stand a chance in the e-commerce business, regulations must be put in place to limit how much power one actor one can have. For example, retailers who've accused amazon of producing a similar product and selling it for less, there should be a law in place that prohibits that from happening. Overall a framework that limits one corporation having so much power should be developed to stop one actor from having this much power over others.
 
·  Amazon's data collection practices and artificial intelligence services such as Alexa and Rekognition do not meet general expectations of privacy
I agree. Amazon's data collection practices are questionable, especially considering that many of us only found out about Amazon's Alexa, keeping voice recordings for their artificial intelligence training purposes after it was made public by Bloomberg. Furthermore, it was only then that we found out that some of the employees had access to location information for the devices that made the recordings, and thus, invading the user's privacy rights without even them knowing the full extent of what information about them was collected. To make it worse, the settings to stop the recording are a challenge to a tech-savvy, let alone an average user leading one to believe that listening in on people's private conversation was the primary goal when designing the product[3]. 
In essence, Artificial Intelligence promises convenience, but what is not made clear is that this same convenience is at the expense of the user's privacy.
The company's practices extend beyond online, to our private spaces, but above all, without us knowing the full extent of how much of our data we are sharing with the company in exchange for convenience. The lack of Amazon's transparency around its AI data collection poses a significant threat to its users' privacy. Therefore, Amazon's data collection practices do not meet general privacy expectations. 
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Prof’s comment
 [#1]:This is a good start but needed to go a bit further in explaining how value is added to the network as a result of each additional user. For instance, as Amazon adds eCommerce customers, it attracts more sellers to Marketplace, which (as you say) expands product selection, which attracts more customers, and so on.  A key reason Amazon’s advantage is sustainable is it has the most data about eCommerce; this enables better algorithm performance and will be difficult for competitors to overcome because Amazon has such a head start. I awarded partial credit because you allude to this in #2.
[#2]: You make good points in favor of the statements about dominance and privacy. You were also supposed to “Provide support (e.g., reasons, data, evidence, expert opinions) for the opposite of the given statement, as if you were debunking the statement in class.”  To earn additional credit, you can EMAIL this to me.For instance, give reasons a, b, and c to support “Amazon IS NOT too dominant.”
Sources and citations are decent. Minor deduction for random font changes in the citations, and for not including all the information in the citation of the Khan article.

 
 
 
 

