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Executive summary

This report investigates the internal and external influences on Amazon’s organisational context and culture and the human resource methods within the organisation. Some of the main findings within the report include Amazon’s use of a hard approach to human resource management. Their use of various different culture types and their use of Hofstede’s and Handy’s models within the organisation. 

This report also includes a SWOT and PESTLE analysis of Amazon highlighting some of their strengths and weaknesses, opportunities and threats. With one of their main threats being data protection and one of their main strengths being how efficient the organisation is, with their tough hierarchical structure in place allowing them to maintain a strict structure. The PESTLE analysis focusing more on the legal side of the organisation taking into consideration, regulations which need to be followed on a global scale, countering in any tax fluctuations in other countries due to it being a global organisation.

It also investigates the turnover of the organisation with regard to human resource management and how they treat their employees, it discusses how human resource management models could be applied to Amazon using the matching model developed by Frombrun. The report suggests recommendations for Amazon to consider including, being more sustainably aware and altering their human resource management. In addition to this it touches on VUCA and how this is incredibly relevant to Amazon, and its ability to move with changes especially with it being an e-commerce business. 

Introduction 

The purpose of this report is to investigate, the organisational context and culture of Amazon and the management of the human resources within this organisation. Whilst looking at relevant theories such as Handy’s four dimensions of organisational culture and Hofstede’s model which includes six dimensions, Hofstede said “Culture is the collective programming of the mind which distinguishes the members of one group from another” (Hofstede, 2011). This report will look at applying these theories to Amazon and its organisational functions. It will also investigate Cameron and Quinn’s cultural types and which ones apply to Amazon, and look at the external and internal factors which influence the organisation, using a SWOT and PESTLE analysis. 

Organisational context

Amazon was founded in 1994 by Jeff Bezos and in its early days specialised in the sales of books online, the company reached 180,000 customer accounts by December 1996 (Hall, 2020). Amazon’s mission statement claims that its mission is to become the most customer centric company, to raise the standards for customers experience by using technology to help their customers to find and buy anything. They also aim to empower businesses to boost their success (Amazon, n.d). Amazon has 175 warehouses around the world but rather than calling them warehouses, they use the term fulfilment centres this name is due to the idea that these warehouses are fulfilling customer needs. This is not the only reason for this name these centres also fulfil, career paths and the vision of the engineers who develop these centres to make them more efficient (Amazon, n.d). 

Amazon adopts a hierarchical organisational structure ,with Jeff Bezos sitting at the top which enables top-down control over e-commerce operations. A hierarchical structure was developed due to the sheer size of the organisation, with it being the largest online retailer and employing 1.6 million people worldwide as of the end of 2021 (Bishop, 2022). The advantage to Amazon using a hierarchical structure is that it allows them to effectively, implement directives from senior management and stakeholders’ business wide. Another advantage to this structure is that there are clear lines of authority within the business which makes reporting much easier. However, a disadvantage to this could include a disconnect of employees at the top and bottom which puts strains on employee manager relationship down to lack of autonomy (Johnson, 2019). They also incorporate geographic divisions, with the first being North America and the second being international, this is done to allow the organisation to manage its business based on economic conditions. The advantage to this is that it allows Amazon to accurately address issues relevant to different regions and isolate any issues which come up for particular regions (Amazon.inc, n.d).  

Organisational culture

Denison defines organisational culture as “the underlying values, beliefs and principles that serve as the foundation for an organization’s management system” (CIPD, 2020). There are multiple theories that address organisational one of which is Charles Handy who suggests four dimensions of organisational structure. These four dimensions are power culture, role culture, task culture and person culture (Chartered Management Institute, 2015). Amazon adopts elements from several of these culture dimensions. It is evident that elements of power culture are adopted within the organisation, Bezos the CEO of Amazon ensures that the Amazon managers have defined goals and that these are met. With the mangers then using their high standards to drive their teams to provide excellent customer service (Yohn, 2018). Thus, showing that power culture has been adopted with control clearly coming from one source, at the centre of the organisation that being Jeff Bezos. However this dimension lacks bureaucracy, which is clearly adopted within Amazon’s culture, therefore elements of role culture are also adopted within the organisation. With Amazon using a clear hierarchical approach with a rigid structure authority is clearly delegated, the reason for this hierarchical rigid structure is what enables Amazon to facilitate managerial control throughout the entire organisation (Shannon et al, 2017). 

Hofstede is another theorist who came up with an organisational model, suggesting six dimensions which consist of means oriented vs goal orientated, internally driven vs externally driven, easy going vs strict, local vs professional, open system vs closed system, employee orientated vs work orientated (Chartered Management Institute, 2015). The first dimension Amazon clearly adopts is goal orientated. Which is evident from their leadership principles, which are given to employees, the first being customer obsession. From their mission statement also it is clear that their main goal is to satisfy the customer and work towards advancing customer service. The entire business is orientated around this goal with constant developments being made in line with what the customer wants next (Vigroux, 2018). The second is externally driven, the organisations main focus is on pleasing the customer there is not ample consideration given to the employees. The Amazon organisation is very much a strict organisation, with employees tracked throughout the day to determine whether their work rate is sufficient, using an algorithm (Swanson, 2021). The extent to which employees interact with each other is extremely professional, as there is little break times given to socialise. The system used is neither open nor closed as individuals are delegated a job role and stick to that job role. Finally, the organisation is very work orientated with well-being of the warehouse workers not being a priority, this is evident in their injury statistics, in 2020 “for every 100 Amazon warehouse workers there were 5.9 serious injuries” (Palmer, 2021) almost 80% higher serious injury rate than other organisations.

Quinn and Cameron came up with four culture types these are clan, market, hierarchy, and adhocracy culture. Clan culture is people orientated where employees are valued and communication is a top priority, market culture prioritises profitability the focus in on external success rather than internal satisfaction. Hierarchy culture focus on internal organisation with a rigid structure and clear chain of command, adhocracy culture value individuality as their focussed on innovation and adaptability (Heinz, 2022). 

Amazon adopts both elements from the market culture and hierarchy culture. Amazon as an organisation is very cost conscious and has run at very small profit and loss, throughout its time as an organisation. The work culture is based on one with lack of employee recognition with intense emotional and physical pressure. With employees expected to pack at impossible rates and facing losing their jobs if these rates aren’t met (Sainato, 2020), it is clear that the organisation lacks internal focus, as employees are fired rather than retrained. Hiring new staff is more cost effective than retraining the staff they already have. Amazon’s turnover rates in 2021 were 150% per year (Scammell, 2021) these turnover rates aren’t just detrimental to the organisation, as such high turnover would suggest that working conditions may not be up to standard. But it is also detrimental to the employee’s morale by causing them to feel demoralised and more likely to leave. There are also some elements of hierarchy culture adopted at Amazon with a clear chain of command and its rigid structure. The CEO even defines the culture as a ‘gladiator culture’ suggesting that the culture there is strict, and there are high levels of control from bodies higher up the hierarchy (Blattberg, 2013).

SWOT Analysis

A SWOT analysis was credited to Albert Humphrey and is a planning tool to understand key factors involved in an organisation. The benefit of a SWOT analysis is that it offers a way of self-assessment and encourages strategic thinking. It also enables an organisation to identify any threats and take relevant action to minimise the impacts. A disadvantage however is that key elements can be missed, and changes are occurring all the time which makes it difficult to identify all opportunities and threats (CIPD, 2021). 

	Strengths: 
· Wide range of products on offer – attracts customers.
· Efficient organisational structures – structures ensure goals are met.
· Customer focussed business incentives – caters to variety of customers.

	Weaknesses:
· Product failure. 
· Employee strike – due to unfair work conditions stops operations. 
· Easily replicable model – imitating their business model isn’t difficult.

	Opportunities:
· Expanding stores – by creating stores customers can engage more.
· Improve technological measures – making the business more efficient.

	Threats:
· Data security – affects security system.
· Competition – some retailers giving them a tough time. 
· Government regulations – changing regulations. 
· Fake reviews – critical for authenticity and customer confidence.



(S&P, 2020). 

From this SWOT analysis it is evident that Amazon have multiple threats. With it being an online e-commerce business and using personal details cyber threats are a serious concern, and possibly one of their biggest threats. This causing the threat of losing customers in the case of a data leak which could be hugely detrimental to Amazon. Though constant improvements to their privacy settings could help reduce this threat. However, it does have some strengths due to it being such a customer focussed business, it is constantly finding new and innovative ways to please the customer. Which makes the business more desirable over its competitors. This also allowing opportunities for the business to improve their technology making the business more efficient. Overall, the balance of strengths and weaknesses, opportunities and threats of this SWOT analysis are reasonably weighed out. 

PESTLE Analysis

A PESTLE analysis focuses on key external factors which influence an organisation. It helps to understand the context of change the advantages to a PESTLE analysis are it enables an understanding of the wider business environment and helps to determine whether a product fulfils its need in the market. A disadvantage however is that data that is used could later be found to be unfounded, and to be effective it needs to be repeated on a regular basis (CIPD, 2021). 

Political factors: 
· Operating overseas means regulations need to be abided by in each location. 
· Taxes in certain countries can also pose a threat to the organisation and staying up to date with any fluctuating taxes is also really important.

Economic factors:
· Disposable income is increasing, which is an advantage to Amazon, with a higher disposable income people are more likely to shop products of their choice. 
· Economic recession is a major factor which could also affect the organisation. 

Social factors: 
· It has made people lazy with the ability to receive such a variety of products without leaving the house, thus affecting people’s health by them becoming less active.
· Online shopping preferred by elderly generation expanding their customer base. 

Technological factors:
· These can greatly impact Amazon and their relationship with the customer, they use email to send customers reminders to buy products in their basket.
· Cybercrime, the business relies on third party sellers who may be concerned about their data.

Environmental factors: 
· Prime delivery increases emissions as parcels are delivered between one and two days.
· Ordering online uses less energy than driving to physical stores. 

Legal factors: 
· Counterfeit regulations are in place with an anti-counterfeit policy for the third-party sellers. 
· General data protection regulations affect them as they collect customer data.
(Greenspan, 2019). 

From this PESTLE analysis it is clear to see that Amazon have lots of factors they need to carefully monitor and take into consideration. Some of which could benefit the organisation for example looking at some of the economic factors, due to Amazon being an online business this enables them to reach a wider customer base therefore increasing their sales. However, there are some negatives due to the organisation being used globally there are, regulations to be met and keeping on top of this can be difficult and time consuming. Overall, the positives and negatives of each section of this PESTLE analysis are relatively weighed out which is what makes the organisation the success it is. 

Human resource management 

Human resource management can be defined as “the organizational function that manages all of the issues related to the people in an organization” (Heathfield, 2021). Within human resource management there lies two different types according to Foot et al hard and soft human resource management. Hard human resource management focuses on the quantitative aspects, and the profits, the employees are seen as sources of business no different to a tool or machine. The second type of human resource management is soft which puts more of a focus on developing its employees, the employees are considered valuable assets to the business and sources of competitive advantage for the organisation (Coventry University, n.d). 

Amazon uses a mixture of both hard and soft human resource management techniques. The hard techniques are more evident in the treatment of the warehouse workers, with staff being treat more like robots than humans. Every employee is given a set of fourteen leadership principles with ‘customer obsession’ being one of them, “Leaders start with the customer and work backwards” (Amazon, n.d). Amazon’s obsession with customer service takes priority over any employee satisfaction and well-being. Amazon uses “time off task” which measures how long employees have not engaged with the software tools at their station. This technology tracks employees down to the second with penalties given to those who underperform (Wakefield, 2021). Although the warehouse conditions are controversial Amazon do adopt some soft methods of human resource management, an example of this is their development plans to help underperforming employees. The organisation has developed a retraining program called ‘Pivot’ it assigns any struggling employees to a career ambassador who provide process guidance and support (Kim, 2019). 

There are also multiple models which can be used in human resource management one of which is called the Matching model which was developed by Frombrun et al 1984 and it uses hard human resource management as it has less of a humanistic view. The main emphasis is on how the organisations uses the resources available to respond to its external environment (Coventry University, n.d). Amazon adopts aspects of the matching model of human resource management, as there is little regard for employees and working there has been described as ‘human automation’ with the use of GPS to allow them to find the quickest route around the warehouses. If the employees are moving too slow a text message is sent to them. The organisation is solely focused on efficiency and their cost control clearly adopting elements from the matching model (Whiteley, 2013). This human resource method is congruent with the organisational strategy adopted by Amazon, one of which is a hierarchical approach where employees are seen to be tools to meet the organisations targets.  

Amazon refers to its employees as Amazonians, which attempts to make employees feel valued but has been viewed as controversial. It has been seen to remove the employee’s individuality by putting them in this umbrella category, in which everyone is under. Another thing to be considered when using an umbrella term for your employees, is that although you may believe it is considered inclusive you have to be careful that no one is excluded. For example does the term Amazonian stretch out to every person who plays a role in the business, from the warehouse right down to the delivery team (Altman, 2019).

VUCA which stands for volatility, uncertainty, complexity, and ambiguity this was first used in 1987 and was based on theories from Warren Bennis and Burt Nanus. It is a way to approach solutions to the ever-changing world (VUCA world, n.d). VUCA provides a model that helps organisations understand challenges, they feel as though they have minimal control over. It has an impact on any decision making that is undertaken by an organisation, and can affect how risks are mitigated and change is adapted to (Wood, 2020). VUCA is extremely relevant to Amazon, with it being an e-commerce business. Using all kinds of technology, so change is inevitable especially now when technological change is thriving. Robots are one of the massive technological advances that the world is facing, and Amazon have already taken this on board. By creating robots to do most of the heavy lifting in their fulfilment centres this making it a safer working environment for their staff (Amazon, n.d.).

Conclusion 

To conclude this report has explored the internal and external factors that influence the context, culture, and human resources of Amazon. From the research conducted into the human resource management of Amazon, it is clear the employees in the fulfilment centres are mistreated and unfairly dismissed. This leads to poor staff retention and an excessive yearly staff turnover. Amazon proves that a hierarchical structure can be used in a successful business model because it provides clear lines of communication between each level of the hierarchy. Each level knows who to report to as there is clear structure throughout, meaning issues get resolved in an efficient manner. Another factor which has come to light through researching Amazon is how relevant VUCA is in the modern age and how beneficial it can be to continually analyse changes using the VUCA model. This enables the organisation to make changes smoothly without too much disruption occurring. 

Recommendations

The first recommendation for Amazon to consider is to give more recognition to their employees, this would result in a boost of morale and lessen the chance of employee strikes which was mentioned as a weakness in the SWOT analysis. It is understandable that Amazon wishes their staff to be as efficient as possible, but by being strict on their allowance of breaks and monitoring of their staff this results in injuries and illnesses. Which in hand means more employees of on sick and reduced workforce in the fulfilment centre meaning Amazon is worse off. By recognising the basic needs of the staff, and that they are not just machines Amazon would boost their employee’s willingness to work hard for the company, without need of being chased up. 

The second recommendation for Amazon would be to consider is their emissions. As mentioned in the PESTLE analysis above their prime membership has increased emissions, although Amazon is an online business, so no emissions are used from the customers driving to shop with them. Their delivery services do however use significant amounts of emissions, especially with their next day delivery option with their prime membership. “Amazon's emissions from fossil fuels soared 69% last year” (Pisani, 2021). To try and reduce their emissions they could switch to electric delivery vans, rather than using standard vans which run off fossil fuels.
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