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[bookmark: _Toc70716981]Executive Summary


This report aims to analyse some the different Knowledge Management systems employed by Amazon, putting them in a context that enables the reader to gain an understanding on the way Amazon operates and how it uses the vast amount of information it gathers to keep itself at the leading edge of innovation in their industry. The underpinning strategy which guided Amazon through its meteoric growth is analysed, providing insight in the core principles of the company. Lastly we will look at some of the specific knowledge management strategies that Amazon employs with the help of technology and how these shaped the company  in their continuous development.
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The main purpose of this report is to analyse Amazon’s knowledge management practices in order to understand their impact and contribution to its success.
Organisations in the e-commerce industry seek to obtain core competency by developing their own unique processes to collect customers personal data and their purchasing trends.
Amazon is a multinational company, focused on e-commerce that has become the world leading platform for online retailing. It achieved its success in a large part thanks to the  advanced knowledge management techniques developed, which enabled them to provide a large selection of products and build the best customer service experience. It has been called one of the big four of technology due to its market capitalization, disruptive innovation, brand equity and super competitive application process. They strive to be to most customer centred company in the world and are guided by 4 principles: customer obsession rather than competitor focus, passion for invention, commitment to operational excellence and a focus on long term thinking. Amazons serves their customers through their website, which was designed as a one portal interface that enables millions of products to be made available from them and third-party sellers.
The Flywheel Effect is a concept based on the principle of a heavy flywheel that takes energy to turn, gaining momentum and powering a business(Colling, 2018). Amazon has successfully adapted this concept to their business and used it as a long-term strategy to drive growth.
The Nonaka and Takeuchi SECI Knowledge Management Model (Anggraini, 2018) describes how knowledge can be created and converted, from tacit to explicit or the other way around. Organisations usually capture tangible and intangible knowledge and then shape it in what this model understands as tacit or explicit knowledge. Tacit knowledge is not written and is used only by verbalising the information. This can cause difficulties in acceptance for other parties because there is no way to share and use it across time, and only the persons who know about the information can hold it. Explicit knowledge is  written and can be used by other people, but information can be converted in other ways as well. We will use this framework to analyse how Amazon built its web services to extract and manage information, making it accessible for exploitation to provide insight in the customer experience, predict and provide the most relevant products.
The web-based Information Technology Information Library (ITIL) was established in 1988 and is responsible for gathering, analysing, storing and sharing knowledge (Brubacher, 2011). This framework was used to build Amazon Web Services (AWS) and their One portal, one interface system through which Amazon can maintain its large number of customers and products. Another innovative KM system Amazon has developed is the Product Review, where buyers are encouraged to express their opinions about recent purchases, using the socialisation process of knowledge transformation from the Nonaka and Takeuchi model to gather tacit personal knowledge and use it to communicate with customers in a personal way. 
By analysing these processes, an understanding can be formed on how Amazon developed their information management systems and how they work to collect different forms of personal information about their customers and their purchasing trends, then convert it into useful knowledge they use to power their business.
[bookmark: _Toc70716983]Knowledge and Information Management


Amazon was created in 1994 by Jeff Bezos and in its early days it was an online retailer for books but the founder’s vision was to turn it into an ‘everything store’. At first customers would connect to their website trough a dial-up modem where there would find a great selection of books that might not be available in their local stores and have them shipped to their home. Their idea was practical and due to the large selection and low prices made it convenient. The company grew and by 1999 their product range differed from books, video games, toys and home goods. An important innovation was the 1-Click Ordering system introduced in 1997. This enabled them to store customer information and therefore analyse it in order to build a better buying experience and gain insight into customer behaviour and trends. In 2000 the Amazon Marketplace was launched (Allen, 2001) and third-party vendors could now sell products on their website. Amazon provided the tools for sellers to list any number of items and manage orders, while fulfilling them from their own locations. Now Amazon would take a percentage of these sales without the extra costs of having to store and ship the goods. In 2002 Amazon Web Services (AWS) was launched and it offered information on website popularity, internet traffic patterns and other useful statistics for marketers. While initially a data company they opened storage and fulfilment centres and started processing goods and offering premium delivery options. By 2010, the company expanded to other countries and it was launching services and products that gave them new revenue sources. Simple Storage Systems (S3) enabled them to rent data storage over the internet, Amazon Prime offers advantages in a multitude of services in exchange for an annual subscription and is an important strategy in acquiring and retaining new customers. Since then, Amazon has become a world leading platform for all types of ecommerce services, from entertainment, e-books, cloud services to groceries. Today they operate in more than 200 countries and territories and it has become the fourth tech company to pass $1 trillion in market value.

Knowledge management is the process of acquiring, creating, organising, sharing and managing information, with the purpose of benefiting an organisation. It can be described as a set of systematic procedures used to collect, store, distribute and use an organisation information assets. These assets may include databases, documents, policies, procedures, and previously uncaptured experience of individual workers (Duhon, 1998). Knowledge is considered to be of 2 types: explicit and tacit. Tacit is personal knowledge that people have based on their experience that is not written or formalised in any way and is usually shared by face-to-face communication, training, mentoring. Explicit knowledge is written down in a transferable way like journals, books, databases and can be shared and used by other people (Anggraini, 2018). The knowledge management process has 6 basic steps that transform data into knowledge.
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Collecting is the first step and it should be performed under a procedure that defines the collection points, extraction and storage means for the data. It is important that the type data is relevant or further analyses will not be accurate for the purpose. Once collected, the data needs to be organised based on specific rules defined by the company. These might be in the lines of employee information, customer data, sales information, or any category as required. This allows for easy access and retrieval as needed. Once data passes this stage, it becomes information. The next step is to summarise the information, capturing its essence  and consolidating the relevant parts in useful condensed form. Analysing the information exposes relationships, redundancies and patters and can be compiled into meaningful reports. The next step is synthesizing and at this point information becomes knowledge. The results from previous analyses come together and various concepts and conclusions are derived. This makes the knowledge practical and can be used or stored by the organisation. The last step in this process is decision making where this knowledge can be used, and previous results can offer insight into what to expect from future situations (Knowledge Management, 2020). 
A company’s practices and resources are its primary assets. The amount of data organisations can interact with is continuing to grow at great rates. Having a knowledge management system is imperative to navigate and organise this data. Effective implementation of such practices can benefit greatly resulting in faster decision making, improved quality of information, increased collaboration, idea generation, security, and optimization, which in turn help a company prepare better and gain advantages over competitors.
Knowledge management practices help Amazon to integrate interactions between people and information system and align their systems with the company’s strategic goals. Their competitive advantage lies primarily in data mining and their ability to analyse this data with the goal of determining shopping recommendations. It routinely collects any type of information about their customers, from move obvious points like page visits, frequency and previous orders, to more subtle actions like login times, searches and product history, to even the most menial ones like simple clicks on their platform and metadata. By collecting and properly categorising all this data Amazon can analyse and reveal common points growing trends and other useful information that can be used in predicting customer behaviour, and it’s meteoric success in an information-based environment like the internet is a testament to the knowledge management systems they built  and the efficiency with which they make use of it. To summarize, knowledge management is an important asset for Amazon and it helps them reduce cost, save time, innovate and also establish a strategy that focuses on the customer experience they get so much insight on.



Evaluation of Knowledge and Information Management Models

The Nonaka and Takeuchi SECI model provides a framework for other knowledge management strategies and introduces the concepts of tacit and explicit knowledge. It proposes 4 ways in which knowledge can be obtained and converted: 
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Socialisation, where knowledge is converted from tacit to tacit, usually in interactions like training and speaking. Externalisation converts tacit knowledge to explicit, achieved by writing in any forms that can be shared. This is an important step as tacit knowledge must be coded and converted in a way that can be shared to be spread out throughout an organisation. Combination is the process of gathering and converting explicit knowledge from multiple sources into a new form of explicit knowledge like a report or analysis. Lastly, internalisation converts explicit knowledge to tacit. In this process, written knowledge is spread and understood, becoming tacit as time goes by(Anggraini, 2018).
Another variant of the SECI model is the Knowledge Creation Spiral where knowledge is continuously converted and created as users practice, collaborate, interact, and learn. While it follows the same steps, this process is dynamic, and it indicates continuous and overlapping processes, as opposed to the static previous one.
.
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This process applicability has been debated and linked strongly to culture, both organisational and national (Hajric, 2012). For the purpose of this report, the second model is considered to bring no additional value, as there is no need to illustrate continuous activities in the knowledge management systems used by Amazon. Therefore, the first static model will be used to show how this organisation obtains and transforms information.
The Flywheel Effect is a concept based in the idea of a heavy wheel that takes energy to turn. Any action that causes it to turn contribute to it gaining momentum. By continuously taking actions that add spin to the ‘heavy flywheel’, a self-enforcing loop can be created and sustained, that can sustain growth and propel a company forward (Colling, 2018). This concept has been successfully adapted and applied by Amazon and is described as a ‘virtuous cycle’, which is a self-reinforcing loop made up of a few key initiatives that are driven by each other and build long-term success (Haden, 2017).
The Knowledge Chain Model is a based on a Knowledge Management scheme that identifies five knowledge creation activities that occur in management episodes: measurement, control, coordination, and leadership. In addition, there are 4 classes of secondary activities that coordinate the management process: Measure, control, coordination and leadership. The model argues that applying  various combinations of these activities yield organisational learning (Arvin, Akbari and Moghimnejad, 2014). 
The figure below shows how in the knowledge chain model, an organisations environment and resources affect learning and projections of the organisation, and ultimately impacts Competitiveness (Arvin, Akbari and Moghimnejad, 2014).
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These activities must be broken down and explored if they contribute to competitiveness and in what way. For this reason, this knowledge management technique will not be used to analyse Amazon, as the impact of each combination of activities would be hard to measure for this company.
The Information Technology Information Library (ITIL) is the most widely used approach to IT Service Management in the world. It provides a set of the best technology management practices drawn from the public and private sectors globally (Brubacher, 2011). Developed in the 1980’. It is comprised of a library of volumes describing a framework with the best practices for IT services. Originally comprised of 30 books, it has gone through a few updates and iterations and now contains 5 books focused on automatic processes, improving service management and integrating IT with the business. The way it works is by providing a systematic and professional approach to managing IT resources allowing users to improve their services by using the best practices to organise, improve productivity, strengthening customer experience and provide effective and tailored services for them. This system provides great value for a web-based company like Amazon, as it allows for large amount of data to be captured and categorised in a pre-defined library tailored to efficiently store information and make it available for use across the business. It enables Amazon to store and convert explicit information into knowledge ready to be used to improve the customer experience. Without this framework, Amazon would not be able to manage their services in an effective manner.



[bookmark: _Toc70716984]Investigating Knowledge Management Techniques Used by Amazon

Thanks to the advanced Knowledge Management Techniques it uses, Amazon is able to employ a multi levelled ecommerce strategy. It describes itself as a “customer obsessed” company and it believes that if it doesn`t listen to its customers it will fail. During times of unprecedented technological advances, the company tries to take advantage of every opportunity presented. The single most important factor that contributes to its growth is technology and it enabled them to provide a variety of services to their customers. Therefore, adequate knowledge management systems play a big part in Amazons continuous improvement cycle. As a web-based company, Amazon relies on digital information that It gains through their platform to maintain and improve their services, Without the plethora of information that it collects, they would not be able to build web services that are effective for the needs of the customers, and without solid information systems they would not be able to organise and make use of that information in a way that it benefits the customer individually.
The Flywheel Effect is an important concept that has been successfully adapted and implemented by Amazon, forming a long-term strategy that drives growth.
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The concept is based on a few core factors :  a large selection of products improves customer experience, this in turn increases traffic which makes the platform more attractive for new sellers that increase the product selection and lowers the cost structure, improving Amazon’s efficiency and allowing it to gain more from fixed cost expenses like servers and fulfilment centres. The efficiency gained enables them to drive prices down further and contribute to the customer experience. Input on any of these factors contribute to turn the flywheel and generate growth in the company.

The Information Technology Information Library (ITIL) has been a foundational system used by Amazon in organising and predicting consumer needs. Amazon has used this library to build their One Portal, One Interface system. Every interaction with amazon is conducted on their portal, from buying groceries to streaming movies, to buying electronics. The framework provided by ITIL enabled Amazon to not only build efficient services, but also to add and optimise them as needed. Thanks to the automation and organisation of data, the many logs that the portal captures from customer interactions can be stored and categorised efficiently, using pre-set pathways for different points of information. According to the SECI model, this captured information is explicit and goes through the combination phase where it gets analysed and interpreted automatically in a systematic manner using ITIL framework.
In practical terms, the use of ITIL enables Amazon to provide real time recommendations, tailored to each customer by having specific knowledge already categorised and available for use. For example, when a customer looks for a specific product, let’s say a fishing rod on the amazon website, the system uses relevant data, previously captured and stored to give the best product recommendations. In this case, it will analyse data from previous sales of fishing rods, the reviews different products received, any previous history from the customer regarding the subject, feedback scores and a number of other more obscure metrics and provide the customer with a real time result as closely tailored to its needs as possible. Again, the importance of an Information Management System like ITIL in a situation like this is crucial, as the amount of information required would be impossible to be gathered and analysed if it were not already categorised and made available by this system.
Amazon Product Review is a feedback system that encourages customers to share their experience about recent purchases by providing a rating system and a comment box. According to the SECI model, this serves the purpose of capturing tacit knowledge from their customers and through the process of externalisation converting it into explicit knowledge. The knowledge obtained through each review is categorised and through the process of combination gets analysed and transformed in a conclusion that indicates the most and least successful products, seller performance and customer preferences. Therefore, this review system provides Amazon with an invaluable avenue of obtaining tacit knowledge from their customers that otherwise will be nearly impossible to acquire due to the nature of the business. The innovation lies with the fact that they do not have to chase or extract this information from the customers, but by simply providing the means, millions of customers choose to share their tacit knowledge. This has created an important feedback loop where the information available has become invaluable for sellers to gauge their performance on the market, buyers to judge the quality of products and make better shopping decisions, and Amazon to improve their platform and take direct opinions from the customers.
By using these knowledge management techniques and models, Amazon is able to keep itself at the forefront of the industry and continues to provide unparalleled customer experience and continuing to fuel its growth. Thanks to these applied techniques it was able to gain the information needed to make good business decisions and to build a shopping experience that is so successful. Long term strategies enabled them to stay focused and continue working on aspects that drive growth. Information systems allowed for data to be stored and analysed at an unprecedented level, giving them an advantage over the competition. 

[bookmark: _Toc70716985]Conclusion

Knowledge management is an invaluable asset for Amazon. It helps the company reduce cost, save time and innovate. They created a revolutionary marketplace  that is very efficient and continuously improving. They are always expanding using the information they gather as a foundation step in building some of the most effective services available today. It is continuously demonstrating how advanced data analysis techniques can be used to drive growth and innovate in the online retail environment. Besides that, the company demonstrates a clear understanding of the knowledge management life cycle in operating the company. Without these practices, the company will simply not have enough information to make their services usable and are at the forefront of the industry.


[bookmark: _Toc70716986]Recommendations

Social media has become the biggest information exchange medium in the world and Amazon could benefit by integrating information from their sales and services with social media platforms. By combining such information with customers social media accounts, they can promote their products through the power of customers. They could be sharing reviews and using the social environment to interact with the customers and creating a community that propagates and advertises their company organically. Setting up a reward system would promote interactions on social media and for such a popular company like Amazon would be more cost effective than traditional marketing campaigns.
The marketing campaigns could be more aggressive and customised to the needs of the customers. Using existing data to match customers needs they can identify and attract different communities. Offering newsletters for specific categories can promote this practice and gather customers in tighter groups, creating a sense of community and collaboration.
Introducing intelligent virtual agents could benefit Amazon as it is a useful tool for creating trust and bonding with the customers. The use of artificial intelligence for interactions will pave the way for future developments along that way and shape how their information system could look in the future. Due to the advanced nature of these systems, different agents could be set up for different categories, and it would have the added benefit of collecting another point of information directly from the customers. By developing this technology while it is still in an early phase, they could pave the way on how future interactions with artificial intelligence could look like and possibly implement it in other aspects of running the business, like supply and operations management allowing to gain greater benefits along the way.

To summarise, Amazon has built a one stop web service that fulfils a large selection of customer needs. Information and knowledge management systems are at the core of the company, with a large part of their innovative services being based on the data and information from their customers. The strategies they employ to maintain and improve customer relations are based on the collection and interpretation of data and it enables them to adjust to users needs and interests. They routinely gather all the data available and continuously improve upon its interpretation . Knowledge management models help the organisation to have a systematic approach for studying knowledge since with such a large volume of data transforming it in a usable form without them would be very difficult.
The Flywheel Effect is at the basis on Amazons long term strategy and it has been adapted to fulfil the specific needs of the company and its growth goals.
The One portal, One Interface system gathered all of Amazons services under one website, facilitating customer experience and making it easier to collect data from different departments.
1-Click buy Allowed Amazon to store personal information about customers and develop techniques to make use of it.
ITIL provides the framework of storage and categorising the information collected and it is tailored for the needs of Amazon, enabling them to gather and transform knowledge in forms they can use.
Amazon Product Review is a clever innovation that captures tacit knowledge from customers, then transforms it in explicit knowledge that is being used both for the company’s benefit and the users information.
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