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[bookmark: _Toc76127661]1. Introduction
The purpose of this report is to look into knowledge management at Amazon.  How Amazon collects knowledge and utilizes it for its own benefit.  A S.W.O.T. Analysis will determine the strength, weaknesses, opportunities, and threats of Amazons knowledge management system.

The Knowledge value chain will be discussed along with knowledge management typologies to establish how effective Amazon is.  

According to Thomas Davenport (Davenport H, 1994) "Knowledge management is the process of capturing, distributing, and effectively using knowledge."

The above definition of knowledge management gives a brief overview of what the process of knowledge management involves. However, to get deeper insight of knowledge management one must have the knowledge to distinguish between data, information and knowledge. They are all interlinked and interdependent on each other, below the diagram shows the definitions of data, information and knowledge
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The Data-Information-Knowledge Pyramid (LinkedIn, 2008)
The concept of data is mainly referred to as ‘raw’ data, which means a collection of text, numbers and symbols with no meaning.  Therefore, data has to be processed, or provided with a context, so it can have a meaning.


Peter Drucker, a management expert, was the first the term ‘knowledge workers’ in 1950’s.  During that period there was a need for knowledge experts who were required to find the best way to perform a technical task as there was a transition from mostly manual labour to more specialist jobs.  But now between 25-50% require people to be creative, and know how to use knowledge (Mindtools, 2021)

The key drivers for managing knowledge in an organisation is to establish efficiency, maximise the potential of a company, establish and maintain specialist knowledge within the company, and be competitive with other businesses.

Every company has knowledge that’s been acquired and the knowledge is used on a daily basis to run the company and be competitive.  A business must be competitive in order to survive and the best manner in which to do this is by having a sustainable and competitive advantage and according to Nanaka et al (2000) this can be obtained through knowledge management.
Knowledge can include process and procedures on how to do things, customer details and buying habits, the most popular products etc.  This knowledge needs to be used in an appropriate manner.
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Amazon Inc. began life as an online bookstore and was founded 1994 by its current CEO, Jeff Bezos (CH, 2021).  Amazon is the world largest online retailer (AWS, 2014).  Amazon has a market share of 49.1 percent of e-commerce sales in the USA (Financesonline, 2021) and is amongst the leading global e-commerce companies.  Its headquarters is in Seattle, USA but it operates globally in over 180 countries including the USA, UK, Europe, Australia, India, and China (Craft, 2021).
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Amazon Important Milestones (SEPA, 2018)


Above is a brief timeline of significant events in the history of Amazon.  Some of the notable events were in 2005, when Amazon Prime was launched and in November 2007 when Amazon Kindle was launched.  2017 is very interesting and a new direction for the company in which they acquired Whole Foods, who sell fresh produce from a physical location direct to the customer.
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Amazon Services (Gary Fox, 2020)

Primary areas of Amazons business model is illustrated above and they can be generalized as the following:
· E-commerce – Amazon itself, third party (amazon fulfillment), market place for sellers. Majority of Amazons revenue is generated in this segment.

· Prime – media based platform which includes subscription service for videos, ebooks, and fast free deliveries.  It also includes partners who create contents.

· Amazon Web Services (AWS) – provides services for businesses in cloud computing and AI.  This sector is Amazons biggest profit generator 

· Advertising – digital advertising brought in $6.9 billion dollars in the first quarter of 2021 (CNBC, 2021).






Amazon has a very successful business model and the result of that success can be seen in the graph below.
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Amazon Sales Revenue (Statista, 2021)

The above graph provides an insight into how quickly Amazons fortunes changed dramatically in correlation to the timeline.  Since 2005 (introduction of Amazon Prime and onwards) Amazon net sales have drastically increased to a point where in 2020 they were generating sales income of $386 billion dollars. 

In order to have such a successful company, an organized and functional organizational hierarchy is required.  Below is an organizational chart of the top level of Amazons Hierarchy.
[image: ]
Amazon Hierarchy (Organimi, 2021)


In addition to the executive level employees, Amazon employs around 1.3 million workers worldwide (Amazona, 2021).  According to Business Insider the average age of Amazon workers is 31 compared to an average age of a HP or IBM worker which is 39 years of age (Insider, 2017).  The age difference reflects the nature of the work; Amazon requires it warehouse workers to be young and fit as they will be constantly fulfilling customer orders from the warehouse whereas in the case of IBM and HP; their employees are lively to be highly educated and trained and required to do less physical work.  Amazon has over 175 fulfillment centres (warehouses) from which orders are sent out to the customer and these are largely based in North America and Europe (Amazonb, 2021).
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· Builds Talent – investing in knowledge allows employees to develop their skills and empowers them
· Allows combination of tacit and explicit knowledge – both types of knowledge are essential for success of a business and having a KMS in place allows for such knowledge database to exist.
· Essential Business Asset – knowledge is vital to any successful business.  Simply knowing which product is selling most can help the supply line gather further supplies.  This is where technology and HR work together.
· Culture of sharing – when knowledge is available and shared it creates a positive culture where each employee is working for the other and increases motivation and productivity.
· Price – where knowledge has been acquired of a popular product then bulk buying could result in cheaper product for the customer and adhere to Jeff Zebos’s Flying wheel.
· Patents – knowledge acquirement of how to do something first can lead to patents on products.  These are intellectual properties of a business and can be classified as an intangible asset of the RBV model.  This along with the brand image would also fully adhere to the VRIO Framework.
· Brand Image – as knowledge can be used for the smooth running of a company an ensuring customers are always happy the brand image of the company becomes positive and customers want to be associated with that company.







	


· Some knowledge is abstract – some knowledge is tacit and cannot be written down.
· Internet Access - knowledge is usually stored on IT systems and accessed over the Web.  If the servers go down then that knowledge could go down with it
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· Quality maximization and cost reduction – having the correct knowledge can mean having the best possible product through continuous product development and cost result in lower cost as production has been made more efficient through knowledge.
· Application of unique knowledge to gain market advantage - knowledge is all about gaining a competitive advantage.  When a business has access to specialist knowledge and they can predict the future they will have a huge advantage over their competitors. 
· Possibility of expansion –knowledge always provides opportunities for business to expand.  For example, Amazon has been continuously expanding through new knowledge acquisition.  They have also expanded into food business which has physical stores. 





	· Employees with relevant knowledge can leave the company and join a competitor – they could then pass this knowledge onto their new employers and this could have a negative impact on the competitiveness of the former company.

· Security – knowledge which is stored must be kept secure as it is always at risk of being hacked / stolen.  This can include customers email addresses, credit card details, purchase histories etc. 


· Government Regulations – government can introduce different sets of rules and regulation with regards to how knowledge is stored and for how long.










[bookmark: _Toc76127668]4.  Knowledge Management System
Knowledge is created dynamically in a work environment.  In order to understand how it is created one must look at a few knowledge creation theories.


[bookmark: _Toc76127669]4.1. SECI Model

An important contributor to knowledge management was Ikujiro Nonaka in 1996.  Nonaka introduced the SECI model which has become an important model for knowledge creation and the transfer of knowledge (KMT, 2012).
There are two types of knowledge which Nonaka focused on:

· Explicit knowledge – can be written down in documents or stored in databases.  It is codified and easily communicated in the form of books, archives, documents.  An example would be an instruction manual for a product.

· Tacit knowledge – are information which cannot be codified and it’s in peoples mind.  It’s generally more valuable as it difficult to obtain and may give a company a greater advantage.   An example could be the Amazon brand.  It cannot be copied but the brand image gives customers confidence to buy from Amazon.

There are 4 ways in which knowledge can be combined and converted and these are as follows:

· Socialization: Tacit to tacit. Knowledge is passed on through practice, guidance, imitation, and observation. 
· Externalization: Tacit to explicit. This form of conversion can be important to companies.  If one is able to convert tacit knowledge into documents or manuals then it would reduce the importance of the individual delivering the tacit knowledge but would be hugely beneficial for the organisation.
· Combination: Explicit to explicit. Documents are combined to create better knowledge.
· Internalization: Explicit to tacit. Here the knowledge that is documented is learned and then kept within the organisation hence adding to the organisations tacit knowledge. 


[bookmark: _Toc76127670]4.2. Nevis (1995)
Nevis et al (1995) described the knowledge management process in 3 stages and these are as follows:
Knowledge Acquisition – the development or creation of skills, insights, relationships.  
Knowledge Sharing – the dissemination of what has been learned.
Knowledge Utilisation -  the intergration of learning so it is broadly available and can also be generalized to new situations.

The above systems will be applied to the knowledge management chain in Amazon.
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4.3. Knowledge Management Chain
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Knowledge Acquisition – knowledge acquisition is the process of obtaining information from external and internal sources.  These sources can be employees, suppliers, customers, competitors, partners, and external experts (KMT, 2010).  Amazon strives to hire highly skilled and talented employees who fit their cultural values of being customer obsessed, ownership, and invent and simplify (Amazonc, 2021).  Amazon uses their highly skilled employees, who are customer obsessed, to develop their E-commerce commerce system which has been simplified to use.  

In doing so Amazon has developed a highly effective Customer Relations Management System (CRMS) in place and its use is clearly identifiable throughout the KMVC.  CRMS is a valued component of the Knowledge Management System.

Amazon does implement the socialisation stage of the SECI model as manual workers can observe how work is carried in the distribution centres.  Knowledge Acquisition from Nevis (1995) is similar to above where knowledge is created in this stage where staff may be trained to work in distribution centres. 
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IRAS (AWS, 2020)

Above is a diagram illustrating how Amazon uses its technology infrastructure as well as it Human Resources to achieve the ultimate goal of sustainable competitive advantage over its competitors. 

Bezos is driving the digital interface forward as he believes it allows Amazon to have limitless stock on hand at all times, it allows Amazon to collect high profit margins while providing low prices.  It also advances customer care (University of Richmond, 2012)

 Amazon uses some of the data collection methods below to acquire knowledge.

· Transaction Processing Systems (TPS) – is used in organisations to record sales data (Paginas, 2006), this in the case of Amazon is in the form of a database.  This customer database becomes a central part of information gathering and is updated in real time.

· Cookies – Amazon uses cookies to store specific information about customers.  These include the products they look for, products they put in their basket etc (Amazon, 2021).  Amazon then uses this data to prompt customers with relevant services or products.   



· Customer Feedback - Amazon is a data driven company that collects vast amount of data and customer feedback becomes a high priority.  Acquiring knowledge of how the customer feels about the entire experience from browsing to delivery as well as the product itself is important to Amazon.   

· Social media is also used to identify what products the customers are looking at.


Majority of this knowledge is explicit knowledge.





Knowledge storage – once the knowledge has been acquired it must be stored by the organisation.  For explicit knowledge this can be in the form of database, documents, or any other forms of storage where it can be later retrieved for the purposes of the employee.  Storage of tacit knowledge can be something as simple as retaining employees who posses such knowledge. 
Amazon uses it sales data (TPS), CRM Systems, and social media amongst others to store the relevant data so it can be analysed as and when required.
Nevis (1995) does not mention as to how or where this knowledge is stored and therefore it can be a bit ambiguous and incomplete.  This not should be stored securely so it doesn’t get to the hands of competitors.  Employees can also leave a business and pass this knowledge onto Amazon’s competitors.  In this case tacit knowledge would be preferable if employees can be kept in the organisation by making them feel valued.

For example, Amazon’s Executive team have been with the company long term and are also customer driven, just like Jeff Bezos, and this helps in the development of the culture of the company.  Jeff Bezos has early basic salary of $81, 840.00 and that has been the case for decades and in comparison Apple Inc CEO  Tim Cooks 2019 salary was $3 million.  However, Mr Bezos also received additional benefits including security and added shares as bonuses (Market Watch, 2020).  In addition to that many members of the high level management take low basic pay and further company shares as an incentive and this aligns them with the overall success of the company.  For example, Amazon Web Services (AWS) CEO, Andrew Jassy, which is a $12 billion dollar enterprise took a basic wage of $175,000 in 2016 but was awarded shares to the value of $35.4 million dollars (GeekWire, 2017).  Pay structures where an individual is rewarded with shares in the company encourages individuals to be more connected to the company and creates a situation where the success of the company becomes their own success and that tacit knowledge remains in the company.




Knowledge dissemination –  now that the knowledge has been stored, this knowledge must be distributed to the appropriate people this can be via email, company portals, intranet, group chats, search engines etc.  Amazon used its internal specialist software system like Sagemaker, to forecast demands of products.  Amazon Quicksights can then be used to compile a report of the required level of stock.  

Nevis (1995) calls this process knowledge sharing and I essence the same process.  Whereas the SECI Model this process it is not clear which stage this would be as the model is largely about conversion of conversion of knowledge from one state to another.


Knowledge application -  As per the Knowledge Value Chain above, if the knowledge is not shared and applied then it will not add any value.  But if the knowledge is used as part of a decision making process then it adds value to the organisation.  Amazon purchasing department would have tacit knowledge of the best processes for acquiring the required products.

Amazon Quicksight reports can then be passed on to purchasing manager to purchase the appropriate levels of stock.  The entire process is a smooth flowing process and it allows a sustainable competitive advantage to be gained and maintained over it closest competitors.  

This stage is of equivalent of knowledge utilization of the Nevis (1995) topology where knowledge that is now available should be made available to whom it may be useful to.  For example the IT department could release documents to HR department advising them to employ more workers as the business activity is gathering pace during certain periods.
The SECI Model externalization process can be considered here as tacit knowledge,  for example customer feedback, could result in ascertaining which customers shop on the Amazon website simply for its brand image. 

Customer feedback could also be looked into as feedback is a key aspect of Jeff Bezos’ customer experience. 
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Amazon Flywheel (AWS, 2021)


Amazon Flywheel was created by Jeff Bezos on a napkin back in 2001 (Channel Key, 2021).  It emphasizes the fact that Amazon is driven by positive customer experience and that is why Jeff Bezos was able to expand the company so rapidly.  This approach starts with the customer and then focuses on the product rather than the alternative method of focusing onto the product or service first.  This model focuses on providing the widest range of products at the lowest price possible with the fastest delivery available.  This also emphasis the fact that knowledge creation is a continuous cycle.

Feedback from customers has resulted in Amazon growing rapidly and offering services such as:

· One click order – simply order with click as amazon already has the payment details.
· Fast delivery service – including same day and next day delivery.
· Drone delivery service – drones can deliver fast and to difficult terrains.

[bookmark: _Toc76127672]4. Conclusion

Amazon uses knowledge management extensively within it organisation.  It uses Amazon Prime as well as cookies to gather customer browsing data and utilises them to produce relevant reports or emails for the relevant departments.  This is a prime example of how IT and HR work together to make the company competitive.

Amazon uses the knowledge management value chain to gain value from raw data to useable data. Amazon Extensively uses AWS to manage knowledge including Amazons CRM system.  Customer details and product information like what is selling well and what is not can be made and Amazon insight is then used to produce reports for the purchasing department.  

Amazon’s culture of putting customers first and utilizing the Amazon Flywheel further helps in the development of knowledge as the process requires continuous feedback from customers and this helps keep drive costs down and improve product quality and customer satisfaction.  Amazon has through knowledge gained provided customers with same day and one day delivery service as well as one click purchasing mechanism on their website.

Amazon also focuses on its employee by making them company shareholders and this further establishes the work culture they have which includes taking ownership and being customer obsessed.

There are many areas within the orgainsation that can benefit from further knowledge acquirement and these include the whole food sector.  Content development within Amazon Prime can also be improved through knowledge development.



















[bookmark: _Toc76127673]6. Recommendation

1. Opening more physical stores for the food business - Increase its limited presence through expanding more physical stores.

2. Enhance network security – to decrease consumers’ data expose, identity theft and hacking.



3. Monitor Government Data Protection Guidelines as they can change.

4.  Offer employees company shares to make them feel valued so they stay and keep the knowledge within the company.
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