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Executive Summary

The purpose of this report is to focus on the biggest ecommerce platform which is Amazon. Amazon was found in 1995 by Jeff Bezos in the US, and initially worked as a book only selling website. Today Amazon is selling billions of products including clothing, electronics, books, personal hygiene products and many others. During Covid-19 Amazon has managed to significantly increase their profits due to their availability of products and good customer service. This report will examine Amazon’s management processes and will also focus in more detail on Amazon’s background and how successful it has become over the last years. 



























Introduction

The main purpose of this report is to focus on and analyse knowledge management theories in general and also knowledge management theories that Amazon has been using all these years since it was first created and how these theories and application of the theories has brought such a huge success to the platform especially during a global pandemic crisis like the one we are facing during the last year. The report will also provide an in-depth introduction and presentation of the company, when and how it was created and how its founders made it what it is today. Finally, the report will also provide recommendations on challenges the company might face on how they can strengthen their knowledge management practices in times like this where COVID-19 has affected all businesses worldwide. 
Amazon is the biggest ecommerce website today thanks to the vision and work of Jeff Bezos, its founder. Amazon was found in 1995 and started as a website that sold only books. However, Bezos wanted to make Amazon a platform that would sell every product, which eventually he did (Hartmans, 2021). Today, Amazon operates in many countries worldwide and is selling millions of different products including clothing, food, electronics, books and even online services like Amazon Prime.
 Despite the many issues that Amazon faced during its first years, from dangerous warehouses to power outages, it managed to become the biggest ecommerce platform, making billions of dollars and having many loyal customers in many countries. These problems, however, were mostly solved thanks to the right management choices and knowledge practices that the company implemented through the years. In the next section of the report, the background of Amazon and its history will be more thoroughly analysed and examined in order to see what made the company so successful and why people chose Amazon over other platforms in times of global pandemic, what Amazon offers that others do not and why it is important to offer specific things or services to customers.
In addition, this report will analyse knowledge management theories that Amazon has implemented during the past and why they are essential to companies like Amazon. One definition of knowledge management systems suggests that these systems are information technology systems which are designed in order to support activities that are related to knowledge (Magnusson, Nilsson & Valentin, 2002). More generally however, knowledge management is the process of acquiring, sharing and using knowledge in an effective way (Koenig, 2018). More details on knowledge management definition and the types will be presented in the next part of the report. 
Finally, this report will analyse different knowledge techniques that Amazon has used and is still using like the Amazon web and the S3 or the Simple Storage Service and will also discuss different models and theories including the SECI model by Ikujiro Nonaka and Takeuchi. The report will also focus on what is explicit and tacit knowledge and how they are used. These are important definitions to explain in order to examine how companies use them and apply them in order to evolve and succeed. In addition, more models like the Inukshuk model, which is also a knowledge management model, will be discussed. Other models that will be described and discussed are the EFQM model which is related to the excellence of companies and how they create effective and successful strategies and also the von Krogh and Roos model of organizational epistemology which relates to knowledge management but distinguishes between social and personal knowledge. 
The expectations of this report are to understand better how Amazon operates and what knowledge management theories it has implemented. Moreover, understanding the usefulness of such theories is the main outcome in order to examine why they are important in today’s world and businesses and how new businesses can imitate and implement them to succeed and become like Amazon or at least build a strong foundation with a stable customer database. Since the report is based on Amazon and its practices, it will mostly concentrate on what it can do with regards to knowledge management in order to enrich its practices and become an even more effective platform in the future.


Amazon’s background 

Amazon is without a doubt one of the most successful companies worldwide and definitely the most successful e-commerce website at this moment. During the last few months of 2020, the profit that Amazon made was unfathomable. Moreover, Amazon spent more than 4 billion dollars in order to invest in salary increases and provide protective gear and sanitary measures and still had a significant increase in profit (37%) which was triple its normal profits (Helmore, 2020). The overall revenue that the company made was more than 96 billion dollars, with a significant increase also on its web services (29%) (Helmore, 2020). 
What Amazon has managed to achieve is impressive and has definitely influenced global economy more than any other e-commerce platform during the last years. In addition, during the last year, almost every business has been significantly affected by Covid-19. Some have been positively affected and some negatively. Amazon has obviously benefited a lot from the pandemic crisis we are facing, however, it is important to understand why this has happened and how is it possible for a company to become so resilient even in times of extreme uncertainty like in the case of a pandemic. While many businesses are struggling and are closing down, Amazon has built a very strong network that is not just surviving, it is creating a very strong foundation for many years to come.
However, Amazon was not always the very successful company that it is today. As most companies do, Amazon started very small and evolved to be the biggest in the world. While its founder, Jeff Bezos, had other names in mind initially, he named the company this way eventually because he liked the idea of having a name that referred to the biggest river in the world and as it turns out, the name was fitting and represents the company perfectly (Hartmans, 2021). While Amazon was initially created in 1995 with the intention of selling only books, Jeff Bezos always intended to make Amazon a platform that would sell everything as it is doing today. In the beginning, the company was so small that they had a bell that would ring every time a purchase was made so everyone would gather around in order to see if they knew the person that made the purchase. However, they soon had to turn of the bell because orders started becoming very frequent (Hartmans, 2021). 
While other companies were selling books even earlier than Amazon, the promise that Jeff Bezos made to the customers was that their books could reach everyone, everywhere (Hall, 2020). As mentioned above, he also viewed Amazon as a company that would sell other things as well besides books so in the late 90’s, Amazon started selling other things like video games and music. While the company did not have a profit as a private company that was supported by private investors, it became public in only two years after its creation, and it managed to raise 54 million dollars on the NASDAQ (Hall, 2020). In 1997, the platform had 1 million customers registered online and by 1999 Jeff Bezos became person of the year in the Time’s magazine (Hall, 2020) making him a very important figure not only for the company but also for the competition. 
Amazon managed to become even more popular and gain more customers by allowing other web sites to sell their products through their platform but the availability and the amount of the products they had was not the only thing that led them to success. According to Hall (2020), what made Amazon really stand out from other web sites was the fact that it was so personalised and offered great service to customers including reviews of the products that buyers could post on the web site for others to see in order to be able to find the best product available for themselves. 

Knowledge Management 

As stated in the introduction, there is a broad definition for knowledge management. However, before discussing what knowledge management is and what knowledge management systems are, it is important to try and define knowledge in general. According to Bhatt (2002) it is not very easy to define what knowledge is because it is something that does not have a physical presence, it is something that we are not able to touch. Moreover, he mentions that things that might be knowledge for some, might be just simple useless information for others. For example, when businesses implemented various techniques in the past and have now changed their techniques, viewed them once as knowledge and not as simple information. Today though, this old knowledge is not knowledge anymore, it is just information that is not useful to the organisation (Bhatt, 2002). 
However, there is a more commonly used definition which suggests that knowledge is a set or combination of ideas, information, procedures or rules (Bhatt, 2002). In addition, knowledge management is therefore the process of creating activities that help use, store, create and retrieve knowledge more easily. The management more specifically refers to the managing of the knowledge by using various information systems like for the example the internet. This definition is similar to definitions that have been proposed by others like the definition by Koenig (2018) as mentioned in the introduction which suggests that knowledge management is the process of using knowledge in various ways which include sharing knowledge, capturing it etc. 

Types of knowledge

Explicit Knowledge
When referring to business knowledge however, there are two different types of knowledge that need to be discussed. The first type of knowledge is explicit knowledge. The second type of knowledge is tacit knowledge. Knowledge management includes both types because they both are important for the organisation. Explicit knowledge refers to the knowledge that is easy to communicate with others inside an organisation. For example, if a sales team creates a sales guide, all of the processes they used, the reasons why the used specific tools and techniques and the platform they used are all explicit knowledge (Hajric, 2021). This type of knowledge is easy to communicate and share with others.

Tacit Knowledge
This type of knowledge is different from explicit in the sense that it is not easy to communicate immediately with others. Tacit knowledge refers to the knowledge that a salesperson for example, has gained over the years and their experiences in the sales industry, the ability to make a sale, not by using a specific tool or technique, but by using the knowledge they have acquired in sales all these years (Hajric, 2021). Tacit knowledge is difficult to transfer to others, but it is not impossible to do so. According to Hajric (2021), tacit knowledge cannot be explained in words like explicit knowledge, but it can be demonstrated, for example by observing or recording an employer while they are doing a specific process, in this case a salesperson making a sale, and later showing it to others and trying to identify why the sale was successful by examining closely the behaviour of the person who made the sale. While it is not possible to say with words why exactly they were successful, by using observation, it is easier to break down to smaller parts the selling process and investigate them one by one and why they were successful. 
These two types of knowledge are found in every business or organisation and they need a larger system to manage them. This is where knowledge management and knowledge management systems are useful in an organisation like Amazon. A knowledge management system is defined as the system that is used in the application of knowledge or its usage by employees or customers in order to be able to access knowledge and information, share it and create it in a fast manner (KPS, 2021). Moreover, it is not only the application of knowledge. A knowledge management system is also a tool that helps with the documentation, its organisation and being up to date, and the organisation of frequently asked questions for example which helps customers find answers to what they are looking for (Freshdesk, n.d). 
The importance of a good knowledge management system is strictly related to the satisfaction of external and internal customers and the effectiveness of the employees when they need to find information. Rather than having a huge file that contains of all the information that a company needs, which would be catastrophic for big and small companies, smaller systems are selected in order to store information. For example, Amazon which is a huge company stores its information in different sections of the web page. If a buyer or user needs to find information on the company’s careers and apply for a position, they can do so on a different platform from the one that is being used to contact customer service for example and ask about deliveries. It would be impossible for Amazon and other companies to be so successful if they had their information unorganised and not easy to find. 
There are many benefits to having a good and well-organised knowledge management system. One of the benefits is having lower costs in customer support. If for example a customer is having various problems, if the knowledge database is full of information and is up to date, then there is no need to have many employees working as customer service agents because the customers are able to find the information they need, on their own. Also, there is no need to hire staff in order to train those in customer service because the knowledge database also helps the employees find manuals and information on what they need to know when interacting with customers (Herothemes, 2021). Another benefit is the training. Having a big knowledge database makes it easier for people to train by attending courses, seminars and studying guides. Moreover, as with training, saving time is a very important benefit of knowledge management systems. It is easier and faster to solve problems if the information is all stored in the knowledge database and the answer is available by a simple search. Finally, an organisation or business that uses its public knowledge database effectively, can achieve better SEO and be higher on the results page, increasing their web site traffic and customers. (Herothemes, 2021).
 Amazon for example is always on the top of the results page because of their extremely well-designed knowledge database, and the huge selection of products and very detailed description. Also, Amazon has a feature that very few websites have, which is not only that buyers review the product they bought, but they also can answer questions made by other buyers inside the Amazon site. A customer who has bought the product, received a notification on their Amazon phone application or an email, that another person has a question about item X. They can then answer the question and help the other customer by giving their genuine opinion. This is good for two reasons. 
The first reason relates to faster and cheaper customer service and problem solving as mentioned before. People ask other people about the details of an item without having to contact Amazon or the specific seller of the product, thus eliminating costs and time from the employees in customer service. Final and most important, it creates the sense that Amazon is a genuine platform that cares for the customer more than other web sites. By having customers communicate with each other inside their web site, this shows honesty and that they are not trying to sell any product no matter what. They are trying to help customers find what exactly what they are looking for and be completely satisfied. If for example a customer wants to buy a toothbrush that is expensive but does not have a feature they want, for example many different brush heads included inside, they might be disappointed that they paid so much money for something that does not have everything inside. If, however, the customer has the option to ask others about the contents of the product, they will not simply buy the first thing they come across and they will try to find the best product for them. 
This is what makes a customer satisfied and decreases mistakes and returns of products too. This is how Amazon achieves competitive advantage, by showing to the customer that they are honest and that they care about how they spend their money. Their knowledge sharing system is better than many other websites and businesses because of how direct it is and the question/answers between customers are honest and truthful, it is not a machine answering or an Amazon employee trying to make a sale. 


Knowledge Managament theories/models

SECI Model
One of the first and most important theories that will be discussed in this report is the SECI model proposed by Nonaka and Takeuchi in the 1990’s. This model focuses on explicit and tacit knowledge and they came up with it because they found that western companies and organisations tended to focus more on explicit knowledge and not so much on tacit when both are equally important (KMT, 2012). The reason why this model is so important, and it is the most popular knowledge model during the last decades, is because it views knowledge generation, both tacit and explicit, as a process that is changing with time, an interaction between the two that creates even more new knowledge in the organisation, the employees, the clients etc. (Farnese, et al., 2019). Moreover, it is a model that provides a more formal theory of creating knowledge that also distinguishes between explicit and tacit and is able to be used as a tool for the evaluation of knowledge no matter what type of knowledge it is (Farnese et al., 2019). 
Moving on from the theoretical level to a more practical, Nonaka and Takeuchi did not only focus on explicit and tacit knowledge. Through their model, they also focused on how the two different knowledge types can be shared and combined within an organisation by providing four different combinations of knowledge. These four combination types are the following: 
Combination
Socialisation
Internalisation
Externalisation (KMT, 2012).
The first one which is combination, refers to the combination of taking explicit knowledge and combining it with other explicit knowledge to create even more explicit knowledge, for example documents of the organisation. This is said to be the simplest type of knowledge combination (KMT, 2012). 
The second type is socialisation. Socialisation is in a way the opposite of combination. It involves only tacit knowledge, and it happens only through the transferring of experiences, observation, practice and imitation (KMT, 2012). As noted before, tacit knowledge can only be transferred by observation and such methods because it is not something tangible like explicit knowledge.
The other type is internalisation. In this type of knowledge, explicit knowledge is created, and it is learned by an individual, so it becomes tacit knowledge (KMT, 2012), something that is stored in the user’s experiences and information and changes their tacit knowledge. For example, a salesperson that reads and attends courses for sales, does not only use one specific method that they learned in the course, rather, they take in explicit knowledge and apply it as tacit knowledge.
The final one is externalisation which is the opposite of internalisation. This is thought to be the most difficult method because the person must take their tacit knowledge, which is difficult to put in words, and translate it to explicit knowledge, for example create guides or manuals (explicit) but this is a very debatable method because it is almost impossible and very difficult to do (KMT, 2012). 
The reason why the SECI model is so important is because it is something which proposes that knowledge is not something that remains the same across time, organisations and individuals, it is something that changes as people collaborate, share knowledge, learn new things and interact with each other (KMT, 2012). The following pictures demonstrates how the SECI model proposes that knowledge is a spiral that always moves and changes. [image: Graphical user interface
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We the help of the SECI model, we can therefore answer the question of how tacit knowledge is embedded in service for example. An employee related to customer service always learns new explicit knowledge which he then combines with tacit knowledge in order to provide the best possible customer service. In addition, inside the organisation, this knowledge management theory is a system that is applied when employees share their knowledge with each other when training for example, when working in teams having same goals or when they interact with different customers and they have to adapt to different needs in order to provide satisfactory service. This is done through successful acquisition of explicit knowledge and the application of tacit knowledge to the appropriate situation. 



Inukshuk model
Among other theories that are mentioned in the introduction of the report, is the Inukshuk model. This model is a knowledge management model that was created in Canada and is thought to be a successful way for managers to solve problem and fight challenges and difficulties the organisation might be facing. It looks like an arrangement of stones that the natives used in order to plan hunting etc. (Girard, 2005). The model also distinguishes between tacit and explicit knowledge and is found to be helpful in Canada. 
[image: Diagram

Description automatically generated]

EFQM Excellence model
This model was created in the 1990’s in order to help companies understand better how effective their strategies are and how effective their implementations are as well (Fagan, 2017). This model is a model that also aids people in understanding better what causes their company to do what it does and the effects it has, and what are the results of the company’s actions. This in turn helps organisations find even more successful formulas and become excellent. 

Von Krogh and Roos model of Organisational Epistemology 
This model is important because it suggest that social knowledge and individual knowledge are different and it examines how knowledges reaches the employees, the organisation, and what the knowledge means to the individual or the organisation. The model explores various aspects of the organisation’s knowledge management but most importantly it is used for understanding better communication skills, the structure of the organisation etc. (Patel, 2021). 

KM models used by Amazon
Amazon has put a lot of effort in creating a good knowledge management system that is strongly based on explicit knowledge. What that means is that Amazon has lots of knowledge available both for its customers and its employees. KM has become so important in Amazon’s standard operating procedures in a few ways. First of all, it has the same portal for every product, foods, books, electronics etc., which makes the user familiar with the portal (Rosenberg, 2014) and the user does not have to learn many different portals like other websites do. Also, the presentation of the products is consistent, meaning that there is always the same information available including specifications and reviews for every product, and also the content is easy to read so it makes it easier and faster for the customers to find what they are looking for and also for the employees to find information faster (Rosenberg, 2014). Another important practice is the personalisation that Amazon uses. It suggests similar products to buyers, it also suggests things that the buyer might like that are different, so the customer might discover new products that are more expensive or of better quality. 
The outcomes that Amazon has been achieving through these processes are mostly customer related, meaning that they win the trust of their clients. They have also managed to utilise their knowledge they have gained in order to make their platform more client friendly and also solve problems faster and more efficiently (Harper, 2019). Amazon has also been using the push-and-pull method with different products meaning that they make forecasts for various products but are demand-driven for other products and only provide them when needed (Koo, 2019). This is especially important during the Covid-19 situation because some products like sanitary, are more necessary than others at this time and have higher demand. 
One of the things that amazon could improve is definitely related to their internal system and not so much with their clients. While Amazon is very client-driven and serves customers almost perfectly, employees have a hard time adapting to knowledge management systems because of how quickly the company changes them. Amazon seems to be focusing too much on pleasing their customers and less on satisfying its employees which is very important in times like this. By replacing employees at such a fast pace, tacit knowledge is not promoted among teams and therefore there is not such a great development in terms of experience at a personal level and organisational level. 
In conclusion, Amazon has been in the ecommerce business for a long time and has been one of the first to serve customers globally and even more at a global crisis like the Covid-19 one. Thanks to their knowledge they have managed to create a database that serves millions of people in many countries and also their various services like Amazon Simple Storage Service (Amazon S3) are able to store the data of many customers online, on a safe environment (Amazon S3, 2021). They have managed not only to keep their older customers but as mentioned previously, to gain even more customers and increase profits significantly at times where other businesses have a very hard time doing the same. They have managed to do so thanks to knowledge management systems, more specifically by using systems like Nonaka’s SECI model. The model describes tacit and explicit knowledge and how they are different. Other models presented in the paper focus also on these two types of knowledge, like the Inukshuk, and excellence like the EFQM. Finally, the von Krogh and Roos model of Organisational Epistemology is discussed in order to examine the differences between social knowledge and individual knowledge.
 Amazon has utilised some of these knowledge management models in order to create a very big and trustworthy platform that will gain them even more customers and maintain their reputation as the best online retailer. However, it is no secret that Amazon has internal problems with their employees. From very dangerous working spaces, to employees being replaced at a very fast rate, they are having many different people passing through the company and therefore tacit knowledge, which is based on experience, observation, etc. is not promoted as much as it should. That is one of the reasons why Amazon feels like a cold, sales driven place, which even though respects their clients does not really do much for their employees. One recommendation for Amazon would be to pay more attention to Nonaka’s socialisation approach. This means that tacit to tacit knowledge would be promoted more. In addition, during times like Covid-19, where everything works much faster and mistakes can happen even more, Amazon could start by providing their employees with more opportunities to observe and learn from co-workers, while also promoting an environment where tacit knowledge is important in order to have satisfied customers. This will benefit Amazon in the future in order for customers to stay loyal to the platform. While Amazon is having great profits right now because of the situation, things could change for the worse in the future if more dissatisfaction with the employees is increased. Moreover, Nonaka’s SECI model could potentially help Amazon avoid their usual stressful seasonal periods where employees are being recycled every day. By focusing on promoting tacit knowledge and sharing this type of knowledge, Amazon could build an even stronger foundation with more knowledgeable employees. This will create the sense of a company that respects their employees too and not only its customers. 
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