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Introduction

Amazon.com is an archetype of the emerging e-commerce, heralded by many as a paragon of the

bright future of the Information Age. But what is the real story behind the hype? How did it come

to be, how has it established such a strong brand on the Internet and beyond, how does it operate in

practice, how is it trying to build a loyal community, and what might it impacts be on traditional

bookshops? My interest in writing a paper on Amazon.com was sparked at the end of 1998 whilst

enjoying a workshop on the changing nature of geographic accessibility in the Information age,

where Amazon was often cited as a powerful exemplar in many of our discussions. (Note, this may

have been because attendees were literate, well-off academics who like to buy books). I realised I

knew little about this company apart from the hype that surrounds it, despite the fact that I first

purchased books from them in January 1998. Therefore, I thought it would be a worthwhile exercise

to learn more about the company, and try to reveal some of the truth behind the hype. 

In this paper I begin by examining the fascinating mythology that surrounds the founding of the

company in 1995 and its amazing stock market performance since its become a public company in

1997. I then map out the geography of Amazon.com in terms of both virtual and real properties,

focusing on how it is growing and expanding. The paper concludes with a brief discussion of the

geography of e-commerce and some of the implications for Amazon.com and retailing.

The Mythical Source of Amazon.com

Few companies in recent history can have enjoyed such a successful birth as Amazon.com, which

has had a tremendous amount of press coverage, the majority of which has been positive and upbeat.

In the space of under five years, a whole mythology of exaggerated stories and half-truths have

formed around the Amazon.com phenomenon. These have been eagerly perpetuated by the chief-

executive Jeff Bezos, the company’s PR department, as well as the popular press and business media.

The richest vein of these creation myths focus on Bezos the man. Alongside the mythology, the

incredible stock market capitalisation of the company is a whole other fantastic story. In many

respects the myths completely overshadow the actual operation of the company, which has been very

successful in itself. The mysticism of Amazon.com makes a virtual company even more virtual, as

de Jonge in a lengthy, penetrating New York Times article says, “… Amazon.com’s ultimate form

remain forever elusive, a lovely shimmering at the edge of the horizon. In this way Amazon.com truly

is a virtual company, existing only in the imagination.” (de Jonge 1999:36). It also makes it much

more difficult to critically assess the company’s business strategy and its likely impact on retailing.

The core of the creation mythology rest firmly on the shoulders of one man - Jeffrey P. Bezos, the

founder, chief executive and largest share holder in the company. Bezos is Amazon.com and

Amazon.com is Bezos. The success of the company has also made him a multi-billionaire, on paper
1







(Sources: (a) web screenshot, 1st July 1999, (b) & (c) de Jonge, 1999), (d) data from
http://www.nasdaq.com)

Fig 1: What does Amazon.com look like?

4

c d

a b



Kotha has also argued that the choice of name Amazon.com is important in generating a fresh image,

differentiating it from existing “bricks-and-mortar” retailers. It could be argued that image of the

Amazon creates a sense in peoples minds of a place for vastness, a store much larger than in the

material world and unrivalled selection (Kotha & Rindova 1999). There is also the conscious

decision to add .com to the name, instantly establishing its online credentials. While de Jonge

eloquently says of the name, “… overflowing with so much third-world, underdog, eco-conscious

goodwill that every click on Amazon.com feels like a vote for the rain forest.” (de Jonge 1999:40).

The Earth’s Biggest …. Stock Bubble

The genesis myths discussed above are swamped by the reporting of the story of Amazon.com’s

stock price and market capitalisation. Along with AOL, Yahoo! and a handful of other companies,

Amazon is very much one of the “It stocks” of the Internet economy, perhaps the key driver of US

economic prosperity in the second half of the 1990s. The actual Amazon company is truly virtual as

its actuality seems to bear little relation to its valuation on the stock market. Many reports on

Amazon focus on its capitalisation and the fact that it is worth so much more than large, established

and profitable corporations; for example the Business Week article from December 1998 had a table

entitled “Amazon’s Amazing Valuation” and showed it ahead of firms like Hilton Hotels, Barnes &

Noble, Toys’R’Us and Kmart. Amazon’s valuation is based on hope and one might say dreams of

future riches. As yet, Amazon.com has not made a profit and it is not projected to do so for another

couple of years.

As of the 1st of July 1999, Amazon.com’s market capitalisation on the Nasdaq stock market was

$19.89 billion, with a share price of around $125.00. This compares to an initial valuation at the IPO

in May 1997 of $18.00 a share. The graph in figure 2 shows the stock price from May 1997 to the

end of June 1999. Of course, Amazon.com has posted some extremely impressive growth figures

since opening for business in 1995, as demonstrated by table 1.

Revenues # Losses # Customers@ Advertising costs #

1995 0.51 0.30 - - 
1996 15.75 6.25 0.18 3.4
1997 147.79 31.02 1.5 21.2
1998 610.00 124.5 6.2 60.2

1stQ 1999 293.60 30.6 8.4 - 
1999 1400.00* 578.00* 11

#  millions of USD | @ millions | * projected figures - Business Week,1999b

Table 1: Amazon in Figures
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But do these figures justify the expectations of future potential on which the stock valuation is based.

I think not, but I am not a financial expert. It has been argued that Amazon and the other high-flying

Internet stocks are the result of a classic bubble and are not being judged rationally. Comparisons

have been drawn between Internet stocks and the famous tulip bulb price bubble1 in Holland in 1637

(Terkowitz 1999). Many analysts are struggling to define new models and parameters that fit the

empirical facts of the stock prices, which Business Week memorably described as “Trying to get your

arms around the value of an Internet stock is like trying to hug air.” (Business Week 1998).

The key question is when will the bubble burst (Economist 1999). There was some sizeable re-

adjustments in the stock price in the spring of 1999, but it still remains much higher than when the

company went public. Amazon.com shares are also highly volatile, with wild fluctuations at the

slightest news or rumour, subject to rampant speculation and sudden panics. Figure 2 clearly shows

Amazon’s roller-coaster share price. Between June 1998 and June 1999 the share price range has

been from $210 to $21. The massive capitalisation is also a powerful distorting lens making it

impossible to gauge the real worth of Amazon. It has encouraged more intense media scrutiny

recently. De Jonge eloquently describes the result as “…Amazon.com is a $20 billion, 2,100-

employee company built on the thin membrane of a bubble, and this brings a manic precariousness

to the place that no amount of profitless growth can diminish.”  (de Jonge 1999:39). The bubble has

enabled Amazon’s rapid expansion  in 1998 and 1999 through acquisitions and investments (see the

timeline of events in table 3). Bezos and other Amazon executives have assiduously avoided

comment on the swings in stock value. However, it is certainly a motivating factor for many

employees who enjoy stock options. Bezos is a paper multi-billionaire from the stock value, but has

reportedly only sold one small block of shares, netting himself around $23 million (Bayers 1999).

(Source: data from http://www.nasdaq.com/)

Fig 2: Amazon.com stock price from May 1997 ro June 1999.
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AMAZON-AUCTION.COM BOOK-STORE.COM AMAZONMUSIC.COM
AUCTIONAMAZON.COM RELENTLESS.COM BOOKMATCHER.COM
AMAZON.COM MUSICMATCHER.COM AMAZONCLASSICAL.COM
GIFT-CLICK.COM AMZN.COM AMAZONTELEVISION.COM
AMAZONKIDS.COM CHEAPOBOOKS.COM FILMLOVERS.COM
BOOKDRIVE.COM BROWSE.COM AMAZONGREETINGS.COM
AMAZONROCK.COM AMAZONJUNIOR.COM AMAZONFILMS.COM
AMAZONMOVIES.COM AMAZONVIDEOS.COM MOVIEMATCHER.COM
AMAZONMEMBERS.COM BESTSELLERS.COM VIDEOLOVERS.COM
PRIZEWINNERS.COM FRIEND-CLICK.COM AWARDWINNERS.COM
AMAZONJR.COM FILMCHAT.COM AMAZONSTORE.COM
AMAZONFILM.COM AMAZONBLUES.COM AWAKE.COM
AMAZON500.COM MUSICHAT.COM AMAZONCARD.COM
AMAZONVIDEO.COM BOOKMALL.COM AMAZONTUBE.COM
MUSICCHAT.COM FRIENDCLICK.COM AMAZONTV.COM
AMAZONGREETING.COM AMAZONJAZZ.COM BOOKCHAT.COM

Table 2: Com domain names registered by Amazon.com, Inc.

Another important geographical dimension is the geography of growth, expansion and

diversification. This has certainly been rapid, as can be seen from the growth in revenues shown in

table 1. The growth is evident in both new online stores, major investments in other companies and

new physical facilities. Figure 3 maps out the extent and landmarks of the Amazon.com empire as

of summer 1999, showing both internal expansion and external diversification through acquisition.

Table 3 provides a timeline view of significant events in Amazon’s brief history. At the core of the

map is Amazon.com itself, represented by the solid rectangle, which in the real-world is spatially

represented at the mailing address 1516 Second Avenue, Seattle, but it is more meaningfully mapped

by its web site location at http://www.amazon.com. Surrounding Amazon are all the associated

properties - both real and virtual.

Although, Amazon.com is an online company, it’s principle activity is still shipping ‘atoms’ to

customers, rather than dealing purely with ‘bits’ (to use the Negroponte terminology). To support

this it needs facilities to store and pack goods. It does its own packing and shipping to customers to

maintain quality. Amazon has had to invest significantly in warehousing, particularly in 1999, and

the company currently has seven major distribution centre in the US and two in Europe. These are

represented by cubes on the map and are labelled with their location and size. 

Obviously, Amazon.com does not have physical, “bricks and mortar” retail stores, instead it has a

growing number of virtual stores on its web site. Amazon started with books and has moved into

music CDs, videos and gifts in 1998 and auctions, e-cards and “shop-the-web” in 1999. These virtual
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Date Event

July 1995 Open Amazon.com web site

14th October 1997 One millionth customer account
18th November 1997 Second distribution centre in Delaware opens

April 1998 Purchase of Bookpages Ltd. in UK and ABC Burcherdient in Germany
15th May 1998 IPO. Initial stock price - $18.00
11th June 1998 Music store opens at Amazon.com
4th August 1998 Acquires Junglee and PlanetAll.com
15th October 1998 Amazon.co.uk and Amazon.de open
17th November 1998 Video and gift stores open at Amazon.com

7th January 1999 Nevada distribution centre opens
24th February 1999 Investment in and alliance with Drugstore.com (46% stake)
29th March 1999 Investment in Pets.com (54% stake)
30th March 1999 Online auction site opens at Amazon.com
12th April 1999 Acquires Livebid.com, Accept.com and Alexa Internet
13th April 1999 Kansas distribution centre opens.
26th April 1999 Acquires Exchange.com
27th April 1999 e-cards service opens at Amazon.com
18th May 1999 Investment in Homegrocer.com (buys 35% stake)
7th June 1999 Ten millionth customer account
8th June 1999 Georgia distribution center open
16th June 1999 Alliance sith Sotheby’s auction house ($45 million investment)

(Source: Amazon.com, Inc. annual company reports & press releases)

Table 3: Timeline of Amazon.com

1995

1996

1997

1998

1999



Despite the localisation efforts in these national branches, the reality is that true power still resides

in the head office in Seattle. Like many global operations they are arguably fooling the public into

thinking they are buying locally when in fact the money flows out of the country. In the case of

Amazon, this can easily be revealed because the web sites of Amazon.co.uk and Amazon.de are

hosted on the server farm back in Seattle, despite the appearance of the national domain. The results

of three traceroutes2 from South Africa to Amazon.com, Amazon.co.uk and Amazon.de, given in

table 4, clearly show they all follow the same route through the Internet and end in Seattle. 

The final components of the map of Amazon.com are what I have termed “traffic generation” from

the thousands of Associate sites and the major portals. These are shown as diamond shaped symbols

on the right-hand side of the map. Generation of traffic is vital to get people onto the Amazon.com

site where they may buy things. Amazon spend millions on prominent links and recommendations

from major search engines and portals, including Yahoo, AOL, Excite, and AltaVista. This is very

much like prominent advertising in the real-world to get people through the doors, into a store.

Amazon has been very successful and is probably the most visited retail web site on the Internet

today. Web site popularity measures (like tv audience figures) show Amazon.com in or around the

top-ten, as shown in table 5. From the Media Metrix figures, Amazon.com received an estimated

10.8 million unique visitors in May 1999. To keep the visitors coming, fuelling expansion, requires

a large marketing budget as is apparent from table 1.

100hot.com # Media Metrix * Visitors &
1 AOL.com and Netscape AOL Network 46,243
2 Microsoft Corp. including MSN.com Microsoft Sites 32,389
3 Yahoo and Four11 Yahoo Sites 31,299
4 AltaVista Search Engine, Compaq Lycos 29,963
5 Go.com World Network Go Network 20,864
6 Excite, Magellan, City.Net, and WebCrawler GeoCities 19,965
7 Lycos Search Engine, Point The Excite Network 17,192
8 Amazon.com Time Warner Online 13,106
9 Xoom Amazon 10,831
10 Blue Mountain Arts’ Electronic Greeting Cards AltaVista Sites 10,633

Sources: 
# from http://www.100hot.com/, June 1999
* from http://www.mediametrix.com/, for May 1999
& unique visitors (000s) who visited at least once

Table 5: Top-Ten Most Popular Web Sites

The Geography of E-commerce

I had hoped to obtain some statistics on Amazon.com’s visitors, customers, or sales broken down by

region or country for this paper. Not surprisingly Amazon are very cagey about releasing this kind

of information and gave me a polite brush-off. In the absence of firm sales / customer figures from

the online companies themselves it is very difficult to get an empirical handle on the evolving global
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geography of e-commerce. Governments and regional organisations like the EU and OECD are

beginning to prepare for serious measurement (US Department of Commerce 1999, OECD 1999c),

particularly as there is increasing interest in taxing this activity. In the absence of comprehensive,

representative and reliable statistics on the Internet economy there is an over-reliance of the dubious

projections (speculations) from pundits and consultants like Forester Research, as well as high-

priced research reports based on small samples, often with little geographic discrimination.

Although the Internet has diffused around the world with remarkable rapidity, there are still

significant variations in access to the online world across space and within different segments of

society with the costs of getting online varying greatly (Hoffman & Novak 1998, McConnaughey &

Lader 1998, Petrazzini & Kibati 1999). Despite growing numbers of users outside of the US, the

States is still the overwhelmingly powerful force in the online world. The US is naturally leveraging

this power to dominate global e-commerce. The structure of the Internet’s network infrastructure and

bandwidth costs continue to give the US unfair advantages, what Cukier has termed “bandwidth

colonialism” (Cukier 1999). The US also has the benefit that all the most popular web sites are

owned and located within its borders. The OECD found in 1997 that 94 of the top 100 sites were

based in the US, with 40 of these in California (Cukier 1999). This pattern can also be seen from the

top-ten web sites listed in table 5.

Evidence of the US’s dominance of online shopping is provided by the OECD’s analysis of the

geography of secure web servers used for electronic commerce (OECD 1999b). Figure 5 shows a bar

chart of secure web servers per capita for the OECD countries for August 1999. (The data comes

from Netcraft - http://www.netcraft.co.uk/). Some twenty-two thousand secure web servers were

located in OECD countries, but sixteen thousand of these were in the US, yielding a per capita

measure of 6.1. This was three times the OECD average and considerably ahead of the second place

country - Iceland. 

Fig 5: Secure web servers per 100,000 inhabitants, August 1998 (source: OECD 1999b)
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technologies for powerful comparative shopping. A good example in the field of books is the Acses

comparative shopping site (Sullivan 1999a) which is powerful and easy to use, enabling one to find

the best price deal from twenty plus online retailers. Acses has certainly reduced the amount I spend

with Amazon.com. There are also the dangers of weakening the Amazon brand through too rapid

and diverse expansion.  

Some have argued that despite the early lead of the online pioneers like Amazon.com, they are

inherently vulnerable because the barriers to entry are supposedly much lower than in the material

world. This is in fact far from true. It is relatively easy and cheap to set up an e-commerce web site,

but crucially it is difficult and very costly to get customers through the door (Rosenberg 1999).

Getting people to visit your web site is harder than it might look. The majority of web users, like

consumers in the real-world, take the path of least resistance, which means they will end up at the

doors of the online retailer who pays the portals and search engines the highest amount for prominent

advertising and links. Only the largest will survive and make a profit online.

So the malls may suffer serious flood damage, but in the end Amazon.com may yet run dry.
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