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Horizontal e-commerce has been dominated by a single global archetype, Amazon, for three decades, with no comparable second entrant emerging despite
the scale of the addressable market. This paper examines the structural, capital, and algorithmic mechanisms underpinning that durability, synthesizing
evidence on capital-expenditure barriers, cross-subsidization from cloud infrastructure margins, fulfillment-density economics, two-sided network gravity,
and organizational learning effects. We then argue that the appropriate regional response is not to replicate Amazon’s centralized physical footprint but to
pair existing regional retail assets with a shared, real-time demand-and-supply intelligence layer. Drawing on published financial disclosures, peer-reviewed
operations-research findings, and vendor-reported deployment metrics, we present a conversion-gap analysis, an eight-dimension commerce-intelligence
framework, and a four-stage regional order-lifecycle flywheel, and map these onto four distinct geographic archetypes: India Tier-2/3, the Gulf Cooperation
Council (GCC), Southeast Asia, and Africa/Latin America. The paper concludes with the operational guardrails required for such a framework to be deployed
responsibly, and notes the evidentiary limits of vendor-reported performance claims.

Index Terms e-commerce platform moats, two-sided network effects, fulfillment density, regional retail strategy, digital engagement intelligence, conversion

optimization, sovereign commerce.

Introduction

Since Amazon’s emergence in the mid-1990s, no subsequent global
enterprise has replicated its comprehensive, mutually reinforcing
ecosystem of selection, pricing, fulfillment speed, third-party
marketplace participation, advertising monetization, subscription
lock-in, and continuous operational experimentation at comparable
scale. This is a persistent puzzle in platform and retail strategy:
capital markets have not lacked ambition or funding, yet a global
equivalent has not emerged in any single market.

This paper addresses two related questions. First, what structural
mechanisms explain the durability of Amazon’s position,
beyond the general observation that it benefits from network
effects? Second, if centralized global replication is structurally
unattractive, what alternative strategy is available to existing
regional retailers, distributor networks, and retail consortia that
already hold local assets, such as customer relationships, catalogs,
stores, and supplier ties, but lack a unifying intelligence layer to
coordinate them?

We argue that the appropriate response is to decouple centralized
physical infrastructure from real-time commerce intelligence.
Rather than treating regional dominance as a smaller-scale replica
of Amazon’s warehouse-and-fleet model, we propose that a shared
demand-and-supply intelligence layer, applied to assets a regional
operator already controls, can close much of the operational gap
without requiring comparable capital expenditure. Section II
reviews the relevant literature on platform moats, fulfillment
economics, and conversion research. Section III analyzes the
structural sources of Amazon’s durability. Section IV develops the
conversion-gap argument and the regional intelligence framework.
Section V maps the framework onto four regional archetypes.

Section VI discusses the operational boundaries and limitations
of the approach, and Section VII concludes.

Related Work

The persistence of Amazon’s position is consistent with the
platform-competition literature on complementor dynamics:
incumbents that intermediate a two-sided market can compete
with, and often disadvantage, the complementors that depend
on their platform [19]. Separately, operations-research studies of
Amazon’s own fulfillment network provide direct econometric
evidence on the role of physical density in cost structure. Houde,
Newberry, and Seim analyzed Amazon’s fulfillment network
between 1999 and 2018 and documented that internal unit shipping
costs fell from approximately $2.00 to $0.30 as node density
increased; their counterfactual simulation removing sortation
centers produced a 69% increase in average shipping cost
[3]. A more recent operational study of an eight-hub regional
restructuring found reductions in transit distance (15%) and
middle-mile touchpoints (12%), together with an increase in in-
region fulfillment share from 62% to 76% and modeled per-unit
savings exceeding $0.45 [4].

On the demand side, causal field-experiment evidence supports
the premise that real-time personalization materially affects
purchase behavior: a randomized controlled trial found that real-
time personalized recommendations increased purchase propensity
by 12.4% and basket value by 1.7% in live production settings [5].
Checkout-friction research is similarly instructive: comprehensive
industry benchmarking places average cart-abandonment rates
near 70%, with documented UX-driven conversion improvements
of up to 35% at large e-commerce properties [6].
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A separate strand of evidence documents that regional and local
operators can sustain competitive positions against centralized
global platforms when local relevance and logistics integration
are strong. Amazon’s 2019 withdrawal from the Chinese domestic
marketplace, after failing to out-compete JD.com and Alibaba’s
hyper-tailored delivery and supplier integration, is a widely cited
counterexample. MercadoLibre’s regional dominance in Latin
America, Allegro’s position in Poland, Walmart U.S.’s use of its
store network as micro-fulfillment infrastructure, and Shopify’s
enablement of merchants across more than 175 countries further
indicate that centralized global scale is not a strict precondition
for large e-commerce outcomes [13], [14], [15], [16], [17]. The
broader digital-retail expansion documented during and after
the COVID-19 period provides additional macro context for the
addressable opportunity available to such regional operators [18].

The Structural Sources of Amazon’s Durability

A. Macroeconomic and Financial Baseline

Amazon was incorporated in 1994 and completed its initial public
offering in 1997; its inaugural shareholder letter reported more
than 1.5 million customers served and $147.8 million in net sales
[10]. In its full-year 2025 financial reporting, Amazon posted
$716.9 billion in total net sales, a 12% year-over-year expansion,
comprising $426.3 billion from North America, $161.9 billion
from international segments, and $128.7 billion from Amazon Web
Services (AWS) [1]. The U.S. Census Bureau estimated seasonally
adjusted retail e-commerce sales at $340.2 billion for the second
quarter of 2026, representing 17.1% of total U.S. retail sales
[2], indicating that the broader digital-retail market continues to
expand even as a single firm captures a disproportionate share of it.

B. Seven Reinforcing Operating-System Layers

Amazon’s advantage is better characterized as an interlocking
operating system than a single feature. Seven layers compound
over time: (1) Selection, an exhaustive catalog reduces incentive
to seek alternative destinations; (2) Price and value, aggressive
pricing sustains comparative transaction advantages; (3) Discovery,
search, recommendations, and reviews guide navigation through
billions of SKUs; (4) Trust, guarantees and verified reviews
reduce perceived transaction risk; (5) Convenience, one-click
checkout and saved payment tokens minimize buyer friction;
(6) Marketplace, independent merchants expand assortment
without Amazon financing every unit of inventory; and (7) Data
and infrastructure, granular transaction histories and continuous
experimentation enable perpetual optimization.

C. Five Compounding Moats

Five specific moats reinforce this system. First, the capital-
expenditure trap: a single modern automated fulfillment center
requires between $350 million and $500 million in upfront capital,
ascale of loss-leading, multi-decade investment that public markets
and private equity are structurally reluctant to underwrite. Second,
the AWS margin cross-subsidization asymmetry: AWS generated
$128.7 billion in revenue at approximately 30% operating margin in
2025, functioning as an internal venture fund that allows Amazon’s
retail division to sustain thin or negative margins and absorb
volatile freight costs, a subsidy an independent commerce entrant
lacks. Third, physical density and sortation economics, evidenced
directly by the $2.00-t0-$0.30 unit cost decline documented as
node density increased, and by the 69% cost escalation associated
with sortation-center removal [3]. Fourth, two-sided network
gravity and Prime lock-in: as of 2014, more than 40% of unit
volume originated from third-party sellers [11], and more than
200 million Prime subscribers now generate recurring cash flow,
creating simultaneous dual-sided liquidity that is prohibitively
expensive to replicate through customer acquisition spend alone.
Fifth, an organizational learning and experimentation engine

built from tens of thousands of internal micro-experiments and
proprietary ranking algorithms, an asset that cannot be copied by
observing the storefront alone.

D. The Centralized Blind Spot

Despite this system, centralized architecture has a documented
vulnerability to hyperlocal dynamics. Amazon’s 2019 exit from
its domestic marketplace in China, after failing to compete with
JD.com’s and Alibaba’s locally tailored delivery and supplier
integration, is the clearest example. JD.com’s own disclosures
report RMB 178.2 billion in logistics services and RMB 107.1
billion in marketplace and marketing revenue for 2025 [15].
Regional operators elsewhere have sustained comparable
positions: MercadoLibre reported approximately $65.0 billion
in 2025 gross merchandise volume (GMV) in Latin America
[16]; Allegro holds a leading position in Poland [17]; Walmart
U.S. generated $79.3 billion in fiscal 2025 e-commerce revenue
by using its store network as micro-fulfillment infrastructure
[13]; and Shopify powered $378 billion in GMV across more
than 175 countries [14]. These cases indicate that local relevance
and logistics integration, rather than global physical scale, are the
binding constraints in many markets.

Table I
Selected Financial and Operational Indicators, Amazon Fiscal
Year 2025 [1], [2]

Indicator Figure Significance

Total net sales $716.9B +12% YoY

N. America $426.3B Primary market

segment density

AWS $128.7B ~30% margin,

infrastructure cross-subsidy

3P seller services | $172.2B Marketplace
monetization

Advertising $68.6B High-margin

services monetization

Prime $49.6B 200M+ member

subscriptions lock-in

Fulfillment opex | $109.1B Global logistics
cost

U.S. e-commerce | $340.2B 17.1% of U.S.

(Q2 '26) retail

Prime fast >13.0B items Same/next-day

deliveries scale
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Figure 1: The four compounding strategic pillars underpinning
Amazon’s business moat
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The Conversion Gap and A Regional Intelligence Framework
A. The Economics of the Conversion Gap

Independent of physical infrastructure, a substantial share of
e-commerce value is lost to unconverted purchase intent. Industry
benchmarking places the average documented cart-abandonment
rate at approximately 70%, with UX and checkout-friction
remediation associated with conversion improvements of up
to 35% at large storefronts [6]. The compounding arithmetic
is straightforward: an operator attracting 100,000 qualified
monthly visitors at a 2.0% baseline conversion rate generates
2,000 transactions; raising conversion to 2.5% through intent
intelligence and friction reduction yields 2,500 transactions,
a 25% revenue increase with no additional acquisition spend.
Because converting existing demand does not require incremental
customer-acquisition cost, it is a materially more capital-efficient
lever than top-of-funnel spend, and it is a lever available to any
operator with sufficient traffic, regardless of physical footprint.

B. An Eight-Dimension Commerce-Intelligence Framework
We organize the demand-and-supply intelligence required to
close this gap into eight dimensions: (1) customer understanding,
capturing real-time intent rather than relying solely on demographic
segments; (2) product intelligence, characterizing products by
attributes, reviews, price, availability, margin, and customer fit;
(3) conversion intelligence, identifying why high-intent visitors
hesitate and recommending interventions; (4) demand intelligence,
forecasting sales at the SKU x location x channel x time level; (5)
inventory intelligence, translating forecasts into replenishment
and safety-stock decisions; (6) fulfillment intelligence, selecting
nodes that balance cost, speed, and service level; (7) customer
lifecycle intelligence, identifying acquisition, retention, churn,
and win-back opportunities; and (8) agentic execution, moving
from passive dashboards to systems that recommend or execute
bounded actions.

In the deployment context examined here, this framework is
instantiated through a paired demand- and supply-side intelligence
layer: a real-time engagement-scoring engine on the demand side
and a numerical optimization engine on the supply side, operating
jointly as a shared intelligence operating system layered on top
of an operator’s existing physical assets [7], [8]. Vendor-reported
deployments describe conversion improvements in the range
of 20% to 80% across regional retail partners and inventory-
forecast precision in the range of 95% to 99%; because these
figures originate from the vendor’s own case reporting rather
than independently audited studies, they are treated in this paper
as illustrative of achievable ranges rather than as established
population parameters (see Section VI-B).

C. The Four-Stage Regional Order Lifecycle

Applying this framework across a full order lifecycle produces
a closed-loop flywheel with four stages: obtain order, execute
order, fulfill order, and service order. At each stage, demand-
side and supply-side intelligence make distinct contributions that
compound into a regional competitive advantage.

Table II
Demand- and Supply-Side Contributions Across The Regional
Order Lifecycle

Stage Demand-Side Supply-Side Advantage

1. Obtain Real-time intent/ Prioritizes More orders
hesitation scoring high-value leads converted

2. Execute | Category interest SKU x location Higher in-stock,
feeds procurement | forecasts lower cost

3. Fulfill Aligns promise Routes to nearest Speed vs.
with location/ stocked node centralized ops
urgency

4. Service | Detects Churn probability, Regional trust,
dissatisfaction loyalty incentives repeat orders
signals

CLOSED-LOOP
coN REGIONAL
E-COMMERCE CYCLE

(Continuous Optimization)

W.rg"

W\ 4.service oroer Jf
Suppo

Figure 2: The closed-loop regional order-lifecycle flywheel

Regional Archetypes

The framework is not a single Western template; its instantiation
differs materially across geography. In India’s Tier-2 and Tier-3
markets, retail is shaped by localized languages, cash-on-delivery
return risk, informal distributor credit networks, and localized
festival demand spikes; demand intelligence here must capture
vernacular browsing cues and cash-on-delivery cancellation risk,
while supply intelligence coordinates localized distributor hubs. In
the Gulf Cooperation Council (GCC), high average order values,
luxury-brand concentration, temperature-controlled logistics
constraints, and rapid cross-emirate delivery expectations require
supply intelligence optimized for cold-chain last-mile routing
and demand intelligence focused on maximizing high-value
customer lifetime value. In Southeast Asia, fragmented archipelago
geography, strong social-commerce integration, and multi-carrier
last-mile topographies require standardized interfaces that bridge
heterogeneous 3PL carrier handoffs alongside intent scoring across
mobile-first storefronts. In Africa and Latin America, expanding
mobile-money payment rails, customs complexity, and regional
trade corridors mean that local trust and logistical proximity
remain decisive relative to global platforms.
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Discussion

A. Operational Boundaries

An intelligence layer reduces the decision and coordination barrier;
it does not eliminate the physical infrastructure barrier. It cannot
independently construct warehouses, establish freight fleets,
manufacture inventory, or substitute for human trust. Deploying
the framework responsibly therefore requires combining it with
physical assets, supplier contracts, payment rails, and operational
execution capacity that the regional operator must still assemble.
Three operational guardrails follow directly from this boundary.
First, causal validation: elevated purchase-propensity or demand
scores should be validated through controlled experimentation (A/B
testing) rather than assumed to imply causality from correlation
alone. Second, human-in-the-loop governance: autonomous
decisioning should operate within bounded parameters, with
pricing interventions beyond preset margin thresholds and large
procurement commitments requiring human sign-off. Third,
continuous data-quality monitoring is required to detect data
drift and lead-time volatility that would otherwise degrade forecast
precision over time.

Limitations

This paper synthesizes public financial disclosures and peer-
reviewed operations-research findings with vendor-reported
deployment metrics. The former (Amazon’s 10-K filings, U.S.
Census Bureau data, and the cited Econometrica and INFORMS
studies) carry standard evidentiary weight for their respective
claims. The latter, specifically the 20%-80% conversion-uplift
range and the 95%-99% forecast-precision range attributed to the
demand- and supply-intelligence layer, are drawn from internal
case reporting and have not, to our knowledge, been subjected to
independent, peer-reviewed audit at the time of writing. We flag
this distinction explicitly so that readers, and journal reviewers,
can weight the strategic argument (Sections I1I-V) independently
of the specific performance figures cited in support of the applied
framework. Future work should pursue independently audited or
third-party replicated measurement of these deployment metrics.

Conclusion

Amazon’s durability over three decades is attributable to an
interlocking system of capital-expenditure barriers, margin
cross-subsidization, fulfillment-density economics, two-sided
network gravity, and organizational learning, rather than to any
single feature. Because centralized replication of this system
is structurally unattractive to new entrants, this paper argues
that the more viable regional strategy is to pair existing local
assets, customer bases, catalogs, stores, and supplier networks,
with a shared, real-time demand-and-supply intelligence layer
applied across the order lifecycle. This reframes the strategic
question from “how do we build a second Amazon” to “how do
we make our existing regional footprint operate as intelligently as
Amazon’s,” a reframing consistent with the documented success
of regional operators such as MercadoLibre, Allegro, and Walmart
U.S. The framework’s practical value will ultimately depend on
independently verified measurement of its demand- and supply-
side performance claims, which we identify as the primary
direction for future research.
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