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Executive Summary

	The purpose of the following pages was an exploration of Amazon (amazon.com) and their implementation of knowledge management into business operations, leading to the company’s success in adverse conditions. 
	Focusing on the importance of absorbing and transforming tacit knowledge through the lens provided in Nonaka and Takeuchi’s model, the paper opens with a deep exploration of the company’s background, highlighting their global position, economic impact, and information absorption. 
	Through a journey into the pursuit of customer satisfaction through KM and securing a competitive advantage, we then turn our attention to models developed throughout the years to further understand into what category Amazon can be best framed. 
	Furthermore, it is noted how Amazon successfully maintained its KM focus instilled by its founder Jeff Bezos, and how, growing to be the global mammoth it is today, it has perfected a “language” through which knowledge is transformed and absorbed – the Standard Operating Procedures (SOPs). 
	What we discovered in this journey and the theory that we want to put forward is that, as a traditional case study for E-commerce success that Amazon has been and still is, despite being seen as a rigid conversion of tacit into explicit knowledge, the company benefits to a higher extent from a description via the Intelligent Complex Adaptive Systems (ICAS). This accounts better for Amazon’s dynamism and fluidity in the face of expansion and change, and ultimately, serves as an explanation for the record-breaking success they experienced during the Covid19 outbreak. 
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Introduction

 Global Perspective

The year 2019 meant for all of humanity the end of an era, and what may well be something as impactful as either of the two World Wars. This time around, however, the enemy was unseen and unyielding to traditional warfare methods: the coronavirus. The pandemic originating in Wuhan, China will take more than a million lives and as scientists across the world struggle to find a definitive answer to it, it will continue growing. In time, and with the aid of vaccines, the illness will become manageable and easier to contain, however, the changes it brought into being harder, if not impossible, to revert. From people wearing masks to maintaining social distance, and from a ban on social gatherings to outright curfews, Covid draws an everlasting scar of psychological and economical damage on humanity’s history .

 Economic Impact

From a business perspective the damage was considerable, with numerous companies shutting their doors forever. Despite the grim outlook, one company did the opposite: it managed to grow and break records with its sales volumes.  That company was Amazon. Starting as a second-hand book selling company in Jeff Bezos and Mackenzie Scott family garage, it is now for online sales what Google is to online searches . 

 Role of Knowledge Management

This report aims at highlighting a connection between a company’s ability to manage information knowledge and their ability to maintain a healthy profit margin and grow exponentially. One of such companies, Amazon, emerged as a winner in the face of one of the most tumultuous times in our planet’s history. By keeping a close eye on their customers’ needs and demands, a tight grip on information collection and distribution within their organisation, and by adapting to an ever-changing environment, Amazon outranks other online retailers, and despite the increased access to technology to an ever-growing number of competitors, it maintains its lion share of the profits .




Raising Awareness

 Amazon’s Background

	As one of the leading E-commerce companies, with an international presence, and ever-growing global client base, Amazon, is one of the most efficient organizations in manipulating customers’ personal information to secure a competitive edge over their rivals. They draw strength from the ability of collecting, storing, and processing the above information and incorporate it in their routine operations, leading to decentralization of the decision-making process and a more tailored approach to product presentation . 



 Knowledge Management 

	Seen as trailblazer for the online side of retail, Amazon – most specifically here, Jeff Bezos, understands that their system is heavily reliant on knowledge management. This is achieved via two main management tools, the Simple Storage Service (a door into the integrated database) and AWS, Amazon Web Service – the E-commerce platform. This second service revolves around the creation of user accounts for customers, with a focus on personalization. The high level of quality of this system allows for a multi-platform and multi-device presence, promoting effective communication between buyers, sellers, and members of staff, and establishing a Customer Relation Management (CRM) tool that is reliable, safe, efficient, and scalable. These features are implemented through an internal “Smart Analysis Search” system dedicated to security and customer service and “Service Oriented Architecture”, with a focus on scalability . 

 Pursuing Customer Satisfaction Through KM / Competitive Advantage

	Whether we are to attribute the company’s success to the brilliance of Jeff Bezos, or whether this is something that was achieved by constantly adding quality elements to the organization, Amazon is a giant that truly understands and applies KM principles in all its operations, albeit distilled and translated into its internal “language” .
	“One portal, one interface” is one such KM methodology. The company puts value on a customer’s need for familiarity, therefore every interaction one has with their services is done by opening the same door – an unique portal. So, whether a customer wants to buy a book or some gardening equipment, they will be welcomed in the same familiar shop. The same strategy is directed internally, where employees access a single portal for their training and information needs. 
	“Consistent presentation” is a dedication to consistency in product presentation and information, achieved through thorough content management. This establishes further the “common language”, be that for customer, as well as for the employee. 
	“Modular content” refers to distinct and approachable sections of information, favouring ease of use, with a more in-depth presentation available at a press of a button. The advantage here is that a user can quickly skim through large volumes of information and stop and expand based on their preferences. 
	“Distributed upstream content creation” is Amazon’s way of telling their partners that information must be communicated in the same way they would personally do it, respecting that internal language. It is a strategy that besides ensuring standard compliance, reduces internal work volume by shifting responsibility onto the seller. 
	“Almost magical personalization” is the definition of how well the company becomes accustomed to their clients’ preferences and how the website becomes populated with the most relevant information. Although as with most websites the presence of “cookies” enables personalisation, this “magical” (detailed, accurate, relevant, pleasant) interface is a stimulus for account creation. 
	“Crowdsourcing” is a method of building knowledge by grouping customers with similar tastes and providing them with an outlet to express their opinions through the reviews. It can be best described as an informal team of specialists on certain topics that come together to assess the validity of products. 
	“Insanely easy and consistent transactions” lead to repeat transactions and increased sales volumes. Amazon “knows” that often you need more time to think about a purchase, so you have the option to leave it in the “basket”, “save it for later”, or simply add it to a “favourite/wish” list. The company also “knows” that it is cumbersome to type in your bank details every time, so they perfected the “one click” system or “swipe to purchase”. All these features are almost impossible to emulate in a physical shop, thus providing Amazon with a competitive advantage. 
	“Subscriptions, alerts and reminders” serve to further deepen the connection between the company and its customers, leading to an efficient communication between the two, whilst enhancing the fluidity of the KM system, where both parties involved, internal and external, learn and transform one another. 
	“Feedback” is at the centre of Amazon’s operations, be that at product-customer level, company-customer, or customer-customer level. It is the most effective method of assessing the quality of KM implementation, in a manner that is more organic and meaningful than the statistics provided by traffic reports (site visits, product views, purchase volume, etc). 
	“Reduced servicing” comes from the desire to handle knowledge about the user in such a way that lowers the volumes of calls to the company’s call centres. This in turn, lowers operating costs and promotes customer satisfaction, and is achieved through a focus on increased quality of information available on the website. 
	“Performance-centred” is a core belief of Jeff Bezos and as a KM tool represents the streamline approach to performing any desired action, from changing an order to glancing at your purchase history. Once more, this lowers work volumes for employees and promotes retention levels at a customer level. 
	“Great online help” can only be achieved through efficient knowledge management and accounts for a great part of its purpose, leading to an enjoyable customer experience and higher employee efficiency. 
	“Mobility” stems from Amazon’s focus on scalability and adaptability, where the website can be accessed from any browser and the company’s applications being accessible on any device. This feature is in high demand owed greatly to technological advancement and the fact that generations that were born “holding an electronic device capable of internet connection” have matured and are the primary buyer .
	



Knowledge Management Theories

	Knowledge management, or in short KM, has seen a proportionate increase in credibility and adoption across fields, owed mainly to the extensive work poured into expanding the field. From the first widely embraced model, the knowledge spiral model – SECI, the literature has expanded to accommodate better the dynamic nature of the information, alongside putting more focus on the cultural context and influence . 

 Nonaka and Takeuchi

	Best described through their work “The Knowledge-Creating Company”, Ikujiro Nonaka and Hirotaka Takeuchi, two prominent Japanese business specialists, are the first to underline the close link between a company’s success and the ability to generate new knowledge and apply it in product and technology development. 
	Drawing from a philosophical analytical approach, the pair suggest that there are two types of knowledge, namely explicit (manuals, standard operating procedures) and tacit (something grasped through experience and passed on in a less conventional manner). The authors also highlight the difference between Western understanding of knowledge with a clear divide between knower and known, and their own experience in Japan, where the influence of Zen Buddhism led to the perception of humanity as a single entity. This perception shift is what helped the Asian sphere to convert more readily tacit into explicit knowledge.
	Nonaka and Takeuchi’s outlook is that emphasis on this conversion is what will secure a competitive advantage for a company, and that this is favoured by a management style that uses middle-management as a “bridge” between the experiences of the employees and higher management’s vision for the future .

 The von Krogh and Roos

	The model mentioned in this section’s title is proposed through the clear distinction between social and individual knowledge, focusing on finding out how and why knowledge reaches the employees of a business, how and why it permeates the boundaries of an organization, what value does it hold for this ensemble, and what obstacles it may encounter. 
	By embracing the lens of employee perspective, communication, hierarchy, connections within the organization, and HR management, von Krogh and Roos, emphasize the potential issues with implementing knowledge management strategies. The lack of a uniting language to convey the knowledge leads to it being lost, as well as a mistaken conception on behalf of the employee that such knowledge is irrelevant to the organization, will lead to it be disregarded. 
	Their recommendation is for organization to assign people and development groups to ensure valuable knowledge is preserved and enhanced upon . 

 The Choo Sense-Making

	Starting from a basis of focus on decision making, knowledge creation, and, as the name suggests, “sense-making”, Choo identifies “organizations that know” as those centred on using information strategically in the aforementioned fields. 
	The theory’s core tenet of making sense serves to promote an organization that can adapt and thrive in a challenging environment by accurately deciphering the in-flow of information. From there it turns its attention to “knowledge creation”, where the information is passed through the organization’s learning system. Lastly, the decision-making process, relates to selecting the most viable option, in line with the desired strategy.
	In Choo’s view, a satisfactory solution is preferable to a prolonged search for an optimal one, the selection of a path automatically discards the rest and assumes the consequences of such a choice, and making an absolute rational decision implies a processing power beyond the human grasp . 

 The Wiig Model

	Karl Wiig’s model revolves around the need for classification and stratification of knowledge to preserve its value. It describes knowledge from the perspective of “completeness”, “connectedness”, “congruency”, and “perspective and purpose”. 
	When knowledge is complete, it is also relevant and readily available from a source, and it covers all facets of a topic. Connectedness refers to whether knowledge is the missing puzzle piece in an organization’s bigger picture, whilst it becomes congruent when the connections it establishes are stable and consistent. Finally, perspective and purpose, describe our position in relation to the knowledge. 
	This model can be perceived as various levels of knowledge internalization, where we encounter a novice, the one who is unaware of the knowledge available and its usefulness, a beginner, aware of knowledge’s existence and availability, however, lacking in ability to process it, a competent user – has both awareness and processing power, but relies on external context to be able to apply it, and the expert – has the ability to manipulate knowledge to his will, without external aid .
 
 The Boisot I-Space

	Boisot’s model separates a physical good from an informational asset, and furthermore, distinguishes between data and information, stating that the latter is what an observer distils from data. The model’s key concepts are that efficient data conversion and structuring leads to facile distribution, and, that structured data which does not rely heavily on a shared context to be diffused, it is easier distributed.  
	The theory digests knowledge through a proposed “Social Learning Cycle” composed of six stages: “scanning” – gaining insight, “problem-solving” – adding structure to insights and “codifying” knowledge, “abstraction” – creating a relation between codified insights and various situations, “diffusion” – processed insights are distributed within a target audience, “absorption” – explicit knowledge becomes tacit, and “impacting” – knowledge becomes imbedded in standard operating procedures (SOPs) or rules. 
	Most notably, Boisot acknowledges organizations as something living and dynamic, therefore, proposes that the knowledge management (KM) strategy should account for their constant changing nature .

 Complex Adaptive System

	In its full title of “Intelligent Complex Adaptive Systems”, this model is focused on seeing the organization as a living organism, with “agents” that interact at a local level in an independent fashion but come together to form the larger entity. Drawing from the way knowledge is filtered in cybernetics, the function of a complex adaptive system revolves around understanding and predicting what an efficient organization should do . 
	Knowledge management here relies on self-sufficient individuals, who then are part of larger hierarchies, and these unit’s ability to create options and use resources contributes to the total processing and adaptive power of the system . 
	Due to the emphasis on individual competency and learning ability, this model is heavily reliant on creativity, problem solving, decision making, and a varied implementation of solutions . 

 European Foundation for Quality Management

	“Pursuit of excellence” could be another way of naming this model which stems from the 1992 “The European Quality Award” and it is the most encountered organizational framework in Europe, with a main concern on the discipline of organizational self-assessment. 
	It is based on a fluid conceptual approach to knowledge management, with a list that currently includes focus on results, customer appreciation, consistent leadership and purpose, factual and SOP integrated management, people development, constant innovation and improvement, encouragement of inter-organizational partnership, and promotion of corporate social responsibility . 



 Applicability 

	With an objective of understanding the parts as well as the whole, knowledge management models, provide the tools to unlock a higher potential for an organization, by both describing the “event” and, moreover, prescribing the interaction necessary. 




[bookmark: _Toc70194703]Knowledge Management and Amazon

	There are numerous companies that integrate knowledge management in their development and growth, none however, to the degree of success Amazon has had. Bezos’ focus on interaction and culture in the company’s early days, highlights his understanding of what Nonaka and Takeuchi were preaching, and acts as determining factor in the push for new knowledge development. 
	Beginning at the hiring process where Bezos hired people with a wide spectrum of skills rather than specialists, all the way to lending his ear to classic business executives during the same process, there was a strong presence of a need for socialisation. Another way KM was implemented is evident in the selection pool of the candidates, with Bezos eliciting a preference for an online consultation, thus securing candidates that were passionate about the new world he was delving into. More so, new employees were offered stock incentives, therefore making them part-owners and responsible for ensuring success in the business endeavour. By managing context and relationships, Amazon was destined to become a place where tacit-tacit knowledge and tacit-explicit knowledge will be held in high regards (Greguš & Kryvinska, 2021). 

[bookmark: _Toc70194704] Knowledge Inclusion in Amazon’s SOPs

	Although explicit SOPs are not readily available to persons outside a company’s employment, and generally are kept secret, most of them can be inferred from the said company’s pattern of behaviour. 
	As Amazon keeps breaking business records, more and more analysts look at the technology behind it to give a reason for its success. This would be true if technology were proprietary, for instance Apple’s iOS, however, in Amazon’s case, this is greatly owed to the way they utilize those same technologies better than their rivals to manage knowledge, specifically, the way customer information is transferred into company’s possession.  To take it one step further and show how this links into their SOPs, Amazon “behaves” in a manner that emulates the customer, and, by extension, it will keep itself to the same standards as they would keep a partner (Khosrowpour, 2000). 
	“Accurate information” matters most for Amazon, be that relating to products or personal details, and a strong emphasis is placed on updating it. If this is easy to understand when it comes to a product description or any other means of fraud prevention, Amazon keeps the customer interaction to the same tenet: they constantly check the authenticity of the reviews on their website to ensure accuracy. 
	Another set of SOPs stems from the law of “acting fairly”, where the company does its best to ensure sales rank is not manipulated, information is used correctly, prices are not fixed, protecting other parties involved in transactions takes place, or web traffic is diverted.
	To reinforce the above, Amazon refers to “ratings, feedback, and reviews” once more in a specific manner, where any doubt over how they should be handled is dispersed. They forbid incentivization and promote a neutral approach, whilst clearly stating that one cannot pay or offer coupons in exchange of positive feedback, nor should you review your own products. 
	An inference can be made from the “communications” policy that states that messages should be relevant and civil and made through the company’s channel, therefore highlighting an understanding of how important communication is in the transfer and transformation of knowledge. To the same extent, “customer information” gives birth to SOPs relating to privacy that stipulate how and when such information should be used. 
	“Circumventing the sales process” means moving something outside the Amazon ecosystem, while “multiple selling accounts on Amazon” are permitted only if you can prove that you represent more than one brand or company, you are part of a company’s program that requires for you to duplicate your entity, or you are a manufacturer of multiple distinct products. 
	Amazon also establishes how their company interacts with enforcement authorities through their “filing infringement notices as an agent or brand protection agency” – moreover a statement of how important knowledge is to the company’s well-being. 
	 Knowledge inclusion in SOPs is the ability to “institutionalize” the use of a “knowledge repository” that the company has accumulated from its humble inception. It is heavily reliant on being able to define the components of the KM process, selecting the appropriate strategy of aligning company’s objectives to the perceived results, and creating/securing the human resources necessary for the transformational effort. 
	What Amazon succeeds doing through their knowledge inclusion is to build a dynamic classification in a language that a transformational agent (see ICAS, here employee) comprehends, provide introduction and instructions for that agent’s use, and highlight availability. 
	
[bookmark: _Toc70194705] Outcomes of Smarter SOPs

	When analysing the outcomes of smarter SOPs, the main talking points that spring to mind are increased efficiency, higher legal compliance, the definition of a framework for a current and future employee/partner, or broadly a better system design. With Amazon, the outcomes of integrating knowledge are synonymous with something far more complex, and more impactful: rather than contributing to the rigidity of the system, the SOPs are what makes it adaptive (Michalowicz, 2017). 
	The most eloquent supportive argument to the above statement comes from Amazon’s distribution network’s management. The company understood through KM that something that would make them lag behind stores with a physical location is the fact that a customer is able to touch a product as soon as they purchase it, therefore there was a constant need to improve and innovate delivery, reaching an average delivery time today of two days, and some places even same day. 
	Here the SOP promotes the consumer centric model and the problems it aims solving are transportation, inventory management, and availability.  Where most other companies focused less on these aspects, Amazon made it their mission to reduce delivery times, and that led to an expansion of over 288 million acres of space and a diversification of warehouses into 5 distinct facilities: “crossdock centres” (international stock waiting to fulfil local centres), “fulfilment centres” (the closest relative to the standard warehouse where most packaging takes place), “sortation centres” (as per the name, they have been introduced in 2014 and their main purpose is directing parcels on a more local level), “delivery stations” (the “last mile” journey where Amazon partners with delivery companies to keep up with a high volume of orders), and lastly “Amazon Prime Now hubs” (dedicated to items that must be delivered within two hours of purchase).
	
[bookmark: _Toc70194706] Room for Improvement

	The company has established itself as a market leader and an E-commerce titan, however the moment it must take its next evolutionary step is rearing its head. It is ideal that it turns its attention to its main core competencies and enhances their efforts in that direction. Alternatively, as it happened with their attempt at diversification into the tablet world with the Kindle Fire, a world heavily dominated by the iPad, Samsung, or Microsoft products, they will lose capital and their competitive edge. 
	Where Amazon could do some work better is when it comes to targeted marketing and recommendations. This is something that will most definitely improve once AI becomes sentient, however better care should be exercised when once a customer buys a duvet, the next time they are on the company’s website, their recommendation includes another duvet. This could be done by ensuring the same type of product is not suggested again, except if it is a consumable. However, a customer in our example might benefit from pillow covers suggestions, so recommendation should be aimed at the purchased product’s “family” (Hahn, 2017). 
	When it comes to reviews, statistics show that 90% of the negative ones are spontaneous, whilst 90% of the positive ones are incentivised. Being one of the core features of their business model, an enhanced attention should be placed in ensuring neutrality. 
	Lastly, Amazon “sensed” the way the entertaining industry was moving, that is they possessed the knowledge and applied integration to it, however their selection of movies and music is lacklustre and expensive compared with the competition’s. The risk here is a repetition of Nokia’s history, a company who at one time owned 90% of all telephone patents in existence but was driven into oblivion due to their inability to encompass Android OS. 
	



[bookmark: _Toc70194707]Conclusion

[bookmark: _Toc70194708] Findings

	Where on the surface Amazon could be easily described through the Nonaka-Takeuchi lens, and indeed is a company that thrives through knowledge integration, to account for their consistent growth, they would more suitably be looked at through an ICAS perspective. While the first model implies a routine of repetition, the latter highlights dynamism and describes independent agents conspiring for the greater good of the system. It is this dynamic approach that helped Bezos survive through the “Dotcom” bubble and thrive in the context of a world pandemic. 
	
[bookmark: _Toc70194709] Future Framework

	Recently Jeff Bezos took a secondary role to Andy Jassy, CEO elect, thus signalling the desire to expand in areas with a higher profit margin, such as Amazon Web Services, the branch Andy Jassy was originally head of. With a shift into cloud-based services, and a renewed conviction into its core competencies, Amazon must take a closer look at global expansion. Despite dominating the wealthy markets, America and Europe, it must not neglect the advent of Jack Ma’s AliBaba and the sheer size of potential customers remaining in Asia, namely in countries like China and India (Orban, 2018). 
	There is another perspective to consider, not limited to Amazon, but dictated by companies of such a size and influence: the constant growth they demonstrated through their KM implementation, the fact that an increasing number of people “speak these new languages” that the companies create, will at some near point in the future make governments and states redundant. Humans will seek an environment that provides for them and in the face of the Covid crisis, governments provided conflicting messages and questionable solutions, showing little to no understanding of KM, whereas Amazon hired and fed thousands. 
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