


Executive Summary 
This report will be identifying the internal and external factors that will influence the environment that personnel professionals work within by conducting a SWOT and PESTLE analysis. We will also be looking at how the outcomes of these analyses will impact the management of human resourcing within Amazon. It has become clear throughout this report that there are many internal and external factors that make both a positive and a negative impact on the management of HR within Amazon. 
Main findings indicate that Amazon are a well-established company through their effective use of strategies and policies, one of them being their cost leadership strategy. However, to increase the effectiveness of their HRM, Amazon should consider employing a mentor or introducing agile working to decrease the dissatisfaction employees have with their jobs.
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1.0 Introduction 
A PESTLE and SWOT analysis are two models that are going to be used as a form of examining both the internal and external environment of Amazon and how the outcomes could impact on the management of Human Resources. 
Amazon is a Fortune 500 e-commerce company based in Seattle, Washington and has been recognised as one of the large companies to sell goods over the internet, with eBay being another one. It was founded in 1994 by Jeff Bezos and launched by the following year, starting out as an online bookstore and then quickly diversifying by adding other items including DVDs, music, video games, electronics and clothing (Schneider, 2017). 
 HRM[footnoteRef:1] is a distinctive approach to employment management which seeks to achieve competitive advantage through the strategic deployment of a highly committed and capable workforce using an array of cultural, structural and personnel techniques (Storey, 1995) cited by (Evans , 2017). [1:  Human Resource Management] 

2.0 Main Findings
The main strength that has kept Amazon present is the fact they are satisfying a wide range of consumer needs through one website, whether it be for mechanics or students. They have also expanded tremendously since they were first founded and have the potential to expand even further, providing they take strategic approaches. Also, the fact that Amazon is now worth over $500 billion proves the strength of their brand image and gives them the access to train and develop employees as a strategic approach to expansion.
Human Capital is the application of intellectual capital (knowledge, skills and talent) plus relational capital (connections and relationships with customers, peers and external associates) in the pursuit of an organisations goals, to innovate (Burud and Tumlo (2005)), cited by (Echdar, 2013). Therefore, I think that Amazon’s use of leadership principles (see appendix A) is an effective strategy and positively impacts the development and management of Human Resources and Human Capital within Amazon as it can increase job satisfaction and retention. 
Although appendix A indicated that a weakness of Amazon is their high employee turnover rate it has been stated by a lead economist that a high employee turnover rate isn’t always because the company isn’t a good one to work for; workers might be job-hopping meaning that the industry is hot, and the economy is improving. Therefore, some of the firms with a high staff turnover are simply a hot market (Katie Bardaro) cited by (Mahapatra, 2013). This indicates that most of the high turnover rate can be recognised as more of a threat than a weakness as the recruitment process can be costly. To turn this threat into an opportunity Amazon could offer mentoring to staff to ensure they don’t feel over-worked and discuss ways to improve overall performance and working conditions.
 Amazon have clearly noticed that they are a company that can easily diversify, as they sell many products and services on their website alongside their Amazon Prime tv service and their newly introduced Amazon Fresh service. Consequently, by introducing their “in the community” programme they are enabling themselves early development of intellectual capital to those that may be interested in a career in technology. This would then again result in a positive impact on the HRM of Amazon as they offer apprenticeships which is a scheme that encourages young people to work from a young age and gain qualifications through the company as well as working on Amazon’s business development at the same time.  
As a result of the political and legal issues (see appendix B), Amazon needs to take precautionary measures by allocating specific resources to minimise the threat Brexit can have on the effectiveness of HRM within the UK sector of the company. The UK is only a small part of Amazon as it is an international business, therefore this wouldn’t make a huge impact on the total effectiveness of their HRM, but Burt (2017) has also stated that experts say employers should be developing a long-term strategy for uncertainty.
Uncertaintly also comes with economic factors as in 2008 was one of the worst financial crisis making it the worst economic disasters since the Great Depression of 1929 which made it hard for businesses to take out a loan with any bank (Amadeo , 2017). In order for a business to overcome the economic downturn they need to have thought of a strategy beforehand to iplement when it happens. This would then minimise any affect it could have had.
In relation to the social aspect of appendix B a solution would be policies to reduce the occurrence of health conditions where adaptions can be made, e.g. shorter working shifts to enable people to work for longer (Science, 2017). Amazon have also already implemented a solution regarding sharing industry-specific knowledge through their “in the community” programme which as previously stated has the aim of helping children and young people reach their potential in today’s digital world.
Although the PAYE system could end up being an added cost to Amazon the revolution of technology is not all that bad as internal costs are being saved. Shead (2017) has stated that the e-commerce giant now has 45,000 robots across 20 fulfillment centres, which in return would work out to be a huge savings on wages as it is the equivalent of paying 45,000 employees the number of hours they’ve worked. Therefore, this also increases the effectiveness of HRM as there are less employees to manage, making it easier on Amazon to increase the productivity of the employees they already have.
All companies need to keep up-to-date with government legislations. Referring to the political factors that impact Amazon Brexit also applies under the legal aspect of PESTLE as companies will need to be extra aware of any changes that could occur and ensure they have the correct resources needed to minimise the impact these changes can have as previously said.
Competitors appear to be one of the main external factors that have an impact on the effectiveness of HRM, especially if they are offering better working conditions. EBay is Amazon’s absolute main rivalry as they have the same business model as them and the only way Amazon stands out is through their extra services they have to offer. Therefore, it is important that the HRM within Amazon work to set policies and procedures to retain these employees. One of the ways they already do is by offering benefits such as: healthcare, finance (savings plan), employee assistance programme, time off and the opportunity to receive Amazon restricted stock units.

2.1 Internal Analysis 
A SWOT analysis is a useful technique used by businesses to help understand their strengths and weaknesses and to identify their potential opportunities and threats. Strengths and weaknesses can be looked at from an internal perspective in terms of what makes your company unique? or what could be improved? When it comes to identifying opportunities it is a useful approach to look at your strengths to see if any opportunities have opened, and the same for weaknesses, could there be opportunities by eliminating these weaknesses? Lastly, threats can be portrayed as obstacles the company may face, however there are external opportunities and threats that can arise such as new government regulations or any technological changes (Tools, 2017).
2.1.1 SWOT Analysis (appendix A)
[bookmark: _Hlk501022241]Strengths
Amazon’s mission was to be the Earth’s most customer-centric company, where customers can find literally anything they may want to buy online, with the aim to offer lowest possible prices. This is still their goal today, however their customers are now worldwide and include millions of consumers, sellers, content creators, and developers and enterprises. Each group have different needs and Amazon works to meet those needs by innovating solutions to make things easier and more cost-effective (Amazon, 2017).
Amazon also has the strongest brand in the online retail market and this strength is partly responsible for the rapid growth of the business in its early years. In addition, having the highest revenues in the industry is another strength as it allows them to invest in new business ventures or product developments (Greenspan, 2017).
Leadership principles are adopted by Amazonians and are used daily; from discussing ideas for new projects or deciding on the best solution to a customer’s problem to interviewing potential employees. A few of these principles can be recognised as; 
· Customer obsession – leaders work with customers to earn and keep trust
· Ownership – leaders are owners; they act on behalf of the entire company
· Hire and develop the best – leaders raise the performance bar with every hire and promotion and Amazon work with their employees to invent mechanism for development like Career Choice
· Have a backbone; disagree and commit 
· Insist on the Highest Standards
These principles can be recognised as a strength when it comes to employee retention (Amazon, 2017).
Weaknesses 
A high staff turnover rate is recognised as a weakness for Amazon, coming second place alongside American Family Life Assurance Company for the companies with the least loyal employees. Amazon has transformed retail, however big changes requires a workforce of talented software engineers which is a job where demand exceeds supply, so many employees feel like they are being over-worked and leave or are wooed by another companies working conditions (Payscale, 2017).
Amazon’s business model is a weakness as it can be easily copied. It can be easy to set up an online retail website that sells anything like competitors “eBay” have done which is very similar with only slight differentiations.
Another weakness of Amazon is that they are an online retailer with no physical presence, as there are many customers that like to “try before you buy” which could be a potential opportunity in the future.
Opportunities 
As Greenspan (2017) previously stated Amazon has rapidly grown since they were founded and have the highest revenues in the industry giving them the ability to invest in new business ventures and product development. Which is exactly what they have done by launching the “Amazon Fresh” grocery service in parts of the UK last summer. According to a retail analyst at Planet Retail as well as expanding in groceries, Amazon is also pushing into fashion; thus, creating thousands of new full-time jobs and apprenticeships in the UK this year (NEWS, 2017).
Business development needs to be continuous for a company to stand out and attain a good reputation. Amazon aims to make a positive impact on their community with a programme they have called “in the community” which seeks to help children and young people reach their potential in today’s digital world. This can open many opportunities for both Amazon and those in the programme as they will have the support to develop incredible skills from a young age; which could benefit Amazon further down the line.
For example; Amazon invited children from across Cambridgeshire to play their part in the future of science and technology where they were asked to build their own interpretation of a model delivery drone using materials found in their every day lives. This then requires the creator to be innovative and use many transferable skills to make it successful. (Amazon, 2017)
Threats 
Competitors are the main threat for all businesses as they have the potential to steal your customers and revenue which could end up negatively affecting any business. For Amazon, eBay is their main competitor as their core business activities are not far of Amazon’s which is to sell a range of products from one website at a relatively low price. 
Another way eBay can be identified as a threat is if they offer better working conditions to employees, for example, a higher pay as this can result in Amazon losing out on several skilled employees and innovative ideas that have led them to where they are today. 
2.2 External Analysis
A PESTLE analysis is an analytical tool for strategic business planning and can also be defined as a strategic framework for understanding the external influences on a business. Macro-environment factors include all those that influence the organisation but are out of direct control and they tend to have a long-term impact. 
PESTLE stands for; political, economic, social, technological, legal and environmental and by understanding these external environments organisations like Amazon can maximise opportunities and minimise threats (Policy, 2017).
2.2.1 PESTLE Analysis (appendix B)
[bookmark: _Hlk501022227]Political 
Brexit is a political issue that will make an impact on the HRM of Amazon as there will be few changes to regulations and policies. Therefore, it is important for HR teams to allocate resources to look at all the unique ramifications for their businesses. It has been said that once the Brexit is complete the government could decide to repeal or revise a significant proportion of the UK’s employment laws. However, when it comes to migration it still isn’t clear yet as to what the decision means for EU nationals working in the UK. 
The job market is another factor that comes with Brexit as it means employers are dealing with uncertainty and are resorting to hiring fewer full-time employees and are relying on part-time/temporary workers instead; Thus, this is likely to continue as Brexit is a lengthy process. 
Experts have warned that the impact from Brexit on both defined benefit (DB) and defined contribution (DC) could be instability (Frith, 2016).
Economic
One of the biggest external influences is the shape of the current economy as it might affect a company’s ability to hire anyone. However, one of the biggest ways to prepare against economic conditions is to not only know what’s happening in the world but to create a plan for when there is an economic downturn. All companies can survive the downturn providing they have a plan in place (Friedman, 2013).
Social
People in the UK are living longer than ever before which is a major achievement of modern science and healthcare. Retaining older workers is likely to be increasingly important for employers. Employees that have been in a certain company for a long period of time have gained the industry-specific knowledge and networks and this asset is now readily available from new hires. However, there will be barriers that come with an ageing workforce in relation to health as it has been suggested that poor health among older people may already be affecting the size of the UK workforce (Science, 2017). 
Technological 
The Pay As You Earn (PAYE) system is a way of paying income tax and national insurance contributions. The employer deducts tax and national insurance from your wages or pension before this is paid out (Advice, 2017). As technology is accelerating faster than before it is important companies keep up to date with this, a change in the PAYE system is something that could end up being an unexpected cost to the organisation. 
Legal 
This aspect of PESTLE crosses with political issues as Brexit could result in a change to a few laws including the anti-discrimination rights, collective consultation obligations, duties to agency workers or working time regulations, transfer of undertakings regulations and family leave entitlements. 
Environmental 
Again, competitors play a big role in this as they could have an impact on Amazon as previously stated if eBay are offering better working conditions it is more likely the expertise will be with them. 
3.0 Conclusion
To conclude, the PESTLE and SWOT analysis indicated that there are many internal and external factors that can have an impact on the effectiveness of HRM within Amazon. However, the results also indicated that there are many solutions to these factors, one of them being pre-planning. These analyses tools are a form of pre-planning therefore by doing this in advance you are eliminating the impact the results could have on the company by thinking of solutions in advance. Many solutions consist of strategies such as the cost leadership strategy Amazon already have in place which has helped them get to where they are today.
4.0 Recommendations
Besides recommending solutions in the main findings, one of the main problems that stood out for Amazon was their high turnover, and the only reason this could be is the fact employees feel over-worked or have found a company that suits their needs better. One-way Amazon could solve this would be to consider introducing agile working. Agile working is a way of working in which an organisation empowers its people to work where, when and how they choose, with maximum flexibility and minimum constraints. This then helps to optimise their performance and deliver the best value in products and customer services (Employers, 2017). Besides these two benefits there are many more including reduced property costs and increased innovation which would overall encourage the effectiveness of HRM. 
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