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Executive Summary 
In this report, Amazon’s Inc operation is evaluated from the Five-Operations Performance objectives perspective by Slack (2013). These are quality, speed, flexibility, dependability, costs. Quality objectives for Amazon are obtained from its vision and mission statement. Best selection, low prices and utmost convenience accompanied with customer centricity forms the baseline of qualitative service for the company. In order to achieve these objectives and to provide high service levels, an increased emphasis on the operations performance objectives such as speed, flexibility, dependability and cost-effectiveness is a necessity. This report attempts to identify Amazon’s services from each operations performance objective perspective, and discuss potential weakness areas. Ultimately, these weakness areas are identified as trade-offs between operations objectives which may be cautiously handled by a company thus can impact on the reputation or the position on the future market. 















Table of Contents

Introduction to operations management	4
Amazon Inc. 	5
Operation Performance Objectives	6
Quality	6
Speed	7
Dependability	8
Flexibility	9
Costs	10
  Conclusion	11

References









1. Introduction to operations management
Operations management (OM) is defined as the planning and organisation of the production of manufactured goods and delivery of services (Jones and Robinson, 2012). It is one of the primary functions within an organisation - the others generally being human resources, marketing, accounting, and finance (Pride et al., 2009). 
Originally OM was referred to as production management, which differed in its essence by primarily focusing on internal activities of an organisation, such as how best to organise employees, equipment and work in a factory setting. However, over time it became evident that an organisation’s performance did not depend only on the procedures in a factory but also on how well products are distributed to customers and how well suppliers perform (Jones and Robinson, 2012). This broadened the focus to include supply chain ‘upstream’ from the production point and onwards distribution ‘downstream’ from the manufacturer. At the same time, this coincided with the growth of large-scale service organisations, such as banks, retailers and hotel chains, who did not own any factories (Jones and Robinson, 2012). Consequently, operations within an organization could not be defined through production and this resulted in the adoption of OM. 
Presently, due to the competitive nature of the market, OM plays a vital role in delivering profitability and growth for the organisations. (Hill and Hill, 2012). Successful companies sustain their reputation mostly because of the performance of their operation. Obviously, every firm wants to provide services and products right the first time, rapidly, on time and at a price that surpasses or matches competition. However, arranging activities and resources in the most efficient and effective way may well be challenging for most of the organisations. More specifically, being efficient means producing required goods and delivering services as low cost and effort possible and being effective means producing the goods and services that customers really demand. The efficiency and effectiveness of the operations within an organisation can be judged by how operations perform. According to Slack (2013), there are five basic ‘operations performance objectives’. These are quality, speed, dependability, flexibility, and cost. Clearly, these performance objectives are closely related to customer satisfaction requirements. 
In the next subsections, following an introduction of Amazon Inc., the five performance objectives will be evaluated in the company’s operation. 
2. Amazon Inc.
Amazon as the world’s largest online retailer prides itself on offerings in a variety of categories that satisfy the vast majority of customers (Sutherland, 2016). The company has exponentially grown throughout its 17-year history and from selling books online has expanded to become an e-commerce and tech giant. 
When Amazon.com launched in 1995, stated as a vision “to be Earth’s most customer-centric company, where customers can find and discover anything they might want to buy online, […at] the lowest possible prices.” (Amazon.com, n.d)
In Amazon’s vision statement the following characteristics or components are emphasised: global reach, customer prioritisation and most extensive selection of products. The company states the “Earth” as the market which highlights the aim of being an international leader in the e-commerce market. Furthermore, Amazon’s customer centricity indicates that customers are the most critical stakeholder in the business. Customer centricity means not just providing excellent customer service but offering a great experience from the awareness stage through the purchasing process and finally the post purchasing process (Cundari, 2015). However, to provide this type of customer experience through all the steps, the company must excel in its operations.
Moreover, Amazon’s mission statement further suggests that the firms’ operations are critical to achieving success.  Therefore, the mission statement declares the following: “We strive to offer our customers the lowest possible prices, the best available selection, and the utmost convenience” (Amazon.com, n.d). In either case, the lowest prices, best selection are emphasised along with utmost convenience in the mission statement. According to Slack et al. (2010) an OM can either make or break a business, and the history has proved that Amazon has been one of those businesses that have made through it.

3. Operation Performance Objectives

3.1 . Quality 
Quality means doing things right. In other words, it is about consistently producing goods and services that meet expectations. Quality, as an objective can be achieved by providing error-free products and services that match customer requirements (Slack et al., 2013).
In Amazon’s case, quality is first, providing the greatest product selection anywhere. Secondly, is providing the best service to its clients by offering rich customer and service reviews, abundant product information, timely fulfilment of their orders and hassle-free returns (Laseter and Rabinovich, 2016). Thirdly, as the mission statement declared, Amazon aims to provide the lowest prices for all the products it sells. In the objectives mentioned above, Amazon’s fulfilment operations play a vital a role. In 1997, the company understood that the only way to make sure that customer receives a quality service was to operate his own warehouses so that he can control the transaction from start to finish (Luce, 2003).
Consequently, Amazon built a vertically integrated network that will keep inventory and use it to assemble and ship orders that the customer placed through its website. In its warehouses, the company employs the latest technologies in selecting and storing products, where employees called pickers and stowers perform these functions (Laseter and Rabinovich, 2016). In order to maximise the use of storage space, they use random storage, as opposed to having goods take up a certain space in the centre of the shelves. Furthermore, Amazon also uses robots, for picking and stowing operations. They have purchased Kiva Systems Inc., a robot manufacturer to increase efficiency in their operations and to design machines according to their exact needs (Crandall and Crandall, 2013).
In sum, Amazon is paying attention to every little detail and increasingly exploits opportunities which can assure a higher level of quality and efficiency in their operations. This has also been demonstrated by not focusing on profits, but on customer experience first. The company since its existence regularly had slim profit margins due to relentlessly investing, innovating, and expanding to differentiate itself from the competition and be the most customer-centric company in the world (Solomon et al., 2006).
3.2. Speed
Speed is about delivering in a timely fashion and constantly meeting proposed times. Additionally, it means delivering goods and services to customers as rapidly as possible (Slack et al., 2013). One of the areas that Amazon utterly dominated as an online retailer is shipping. The company from its early days realised that fast and dependable delivery is key to its future successes. In the beginning Amazon, predominantly relied on the expertise of third-party logistics companies in terms of deliveries which is still the case to some extent. 
In 2004, Amazon launched its Prime service which offers one-day deliveries in the UK for an unlimited number of orders at a charge of £79/year (Amazon.co.uk). However, the one-day delivery service was not the final goal for Amazon. In 2015, the company introduced its two-hour delivery service under the name Prime-Now in the UK, starting in the capital of London (PrimeNow, n.d). Since then, the service has expanded to nine cities in the UK.  Amazon managed to achieve this level of service excellence by complementing established logistics providers under the name Amazon Logistics (Goodfellow, 2012). The company states that they are not wishing to replace third-party carriers, instead just expanding the total capacity in the UK for fast delivery. However, few signs may provide a hint that Amazon is quietly rolling out its own delivery network (Coyle et al., 2015). According to Business Insider (2014), ‘The company is currently testing the use of Amazon trucks driven by Amazon-supervised contractors to bring customers' packages "the last mile" to their doorsteps in San Francisco, Los Angeles, and New York.’ That is certainly an immense threat to the whole retail and logistics industry.
Due to the speed that Amazon provides by its Prime service irreversibly transformed shopper’s expectations and, spearheaded an all-out arms race for faster shipping (Smith, 2015).
Unquestionably, this influences the competition. Customer expectations changed and firms who do not own sufficient resources to provide same or similar service levels as Amazon, might not be succeeding in the future market (Smith, 2015).  
3.3. Dependability
Dependability is defined as the quality of being able to be counted on or relied upon. A company must never make promises to customers that cannot keep. (Slack et al., 2013). Trustworthiness also a part of it. 
Timely delivery for Amazon is one of the main ways to differentiate itself from the competition, especially for Amazon Prime members, who pay a membership fee. Any potential data suggesting that the company does not meet promise may hurt its image. A study by Reuters revealed that customer satisfaction regarding Prime service was extremely high with 96 percent of the respondents answering that they are happy with the service (Duryee, 2015). On the other hand, Stella Service found that over the same period, for the top 40 retailer’s deliveries were late on an average of 1.8 days, whereas Amazon’s packages only arrived late by 1.3 days (Duryee, 2015).  These studies show that the top 40 retailers were roughly on par with Amazon. However, Amazon’s in-house fulfilment operations and the development of its own delivery service may result to providing higher and more dependable service levels than its competitors in the future.  
Another aspect which may affect dependability, is that on Amazon website there are millions of items that are not sold by Amazon but by legions of independent sellers (Rankin, 2015). These may be small traders working from their shops or retailers such as Debenhams, Clarks and others. Certainly, this method helps to achieve Amazon to fulfil its mission of providing the best selection anywhere, thus 44 percent of all items on Amazon worldwide are sold by independent sellers (Rankin, 2015). However, the dependability of these sellers is based on reviews and feedback on the website (Shepard, 2017). Considering past occurrences, there have been several situations when third parties on Amazon, proved to be fake sellers or selling ingenuine products (Shepard, 2017). Therefore, Amazon operates a program which is protecting shoppers on its website, named A-to-Z Safe Buying Guarantee (SCHEPP and SCHEPP, 2009). On the other hand, here are procedures to advance through in order to acquire a full refund which may be time-consuming and may lead to disappointment of the customer. Allowing, third-party sellers to sell on the website might always be carrying in itself a certain amount of vulnerability for Amazon. Consequently, it is a compromise in their operation between the vast selection and dependability.
3.4. Flexibility
Flexibility is about being capable of changing operations corresponding new requirements (Slack et al., 2013). This may necessitate changing what the operations do, when and how it is doing it. 
Flexibility in operations involves product/service flexibility (the ability to introduce new or modified products/services) volume flexibility (the ability change volume of output), delivery flexibility (the ability to change delivery times) and mix flexibility (the ability to produce wide or mix ranged products/services) (Slack et al., 2013).
In the next two paragraphs, flexibility will be considered from a volume and product/service perspective.
Volume flexibility in Amazon’s case positively reflects the ability to cope with the increased customer demand in peak times. This year, the company claimed between 45 percent and 50 percent of all online Black Friday sales, according to a report from GBH Insights (Green, 2017). Therefore, Amazon UK hires 20 thousand seasonal staff as fulfilment centre associates this year to cope with the shopping peak (Wilson, 2017). Moreover, the significance of seasonal workers in Amazon operations has been demonstrated by offering them an increased salary rate and a signing bonus during peak times. 
Amazon has also managed to show flexibility in shifting its business and even to step into manufacturing electronics. In 2007, the company brought out the first Kindle e-reader.  Since Amazon launched a variety of products including the Echo family (Price, 2017). The new edition of the Eco series the ‘Look’ does exactly what the name suggests, watches its user and through its built-in camera analyse outfits and fashion sense. Furthermore, the gadget can make suggestions and find clothes and apparel corresponding to its users’ style (Price, 2017). Obviously, those findings will be suggested from Amazon website. Thought-provoking how the company takes every opportunity in its operation to lead shoppers to their business and make their company present in everyday lives. 
3.5. Costs
Costs as an objective are about doing things economically. Therefore, the lower the cost of producing goods and services, the lower the prices can be for customers (Slack et al., 2013). 
Amazon made a strategic decision to operate its own warehouses. These investments generated significant cost efficiencies that have elevated Amazon to an industry-leading position and provided a high level of control over its operations planning. For instance, Amazon can provide information to customers about cut off times for ordering to receive deliveries next day (Laseter and Rabinovich, 2016). The company is the only online retailer who can offer this service. Furthermore, Amazon is not only exploring different ways to provide high-level of service efficiencies but to cut costs and broaden the variety of inventory. The company decided to store its best-selling products in its warehouses in order to ensure quick inventory rotation. This resulted in Amazon to be at the top of the industry regarding inventory effectiveness, with a total $2.1 billion in inventory and 12 inventories turned in 2009 (Laseter and Rabinovich, 2016). Simultaneously, Amazon found a method to also sell less popular products through the use of drop shipping arrangements with thousands of suppliers. Through these agreements, suppliers are responsible for storing their products in their inventory and shipping those when customers place an order, while Amazon just markets the inventory through its website. While suppliers can keep most of the revenue, Amazon earns a commission per every product sold. In 2009, drop shipping arrangements accounted for 30% of Amazon’s unit sales.  
In 2008, the company introduced another innovative program called Fulfilment by Amazon (Laseter and Rabinovich, 2016, Alanders, 2016). Through these arrangements, Amazon offers to handle storage and shipping for its suppliers. Vendors in this program, send their goods to Amazon warehouses for storage. Once customers, order the products Amazon fulfils the orders on the vendor’s behalf (Laseter and Rabinovich, 2016). These orders can be then combined with other items ordered from Amazon or another vendor. Furthermore, these orders are supported by Amazon customer service, tracking information and returns (Alanders, 2016).  Consequently, this program resulted for Amazon in a significant boost of order volumes, maximising facility utilisation and earning revenue from storage and fulfilment service charges from its vendors. 
In addition, the company is also notorious for corporate tax avoidance in the UK. Amazon is using a controversial structure that allowed all UK sales and profits to be declared through a subsidiary in low-tax Luxembourg (Sweney, 2017). This has permitted Amazon that almost three-quarters of the company’s profits to go untaxed allowing it to pay four times less tax than local rivals. 
4. Conclusion 
Undoubtedly, Amazon is a hugely successful company, and their excellence in operations contributed significantly to achieving the world’s leading online retail position. Their day to day operations aims to achieve the following outcomes: lowest prices, best selection and utmost convenience, simultaneously providing excellent customer service at all stages. Therefore, these strategic goals are the standard for a qualitative service for Amazon. Furthermore, the quality of the service depends on the overall effectiveness achieved in speed, dependability, flexibility and costs. As the analysis demonstrated, Amazon is reasonably efficient in obtaining a right balance between the objectives. However, trade-offs are inevitable. In order to provide the best selection, it allowed third-party sellers to market its products on its website. This carries a risk for customers of purchasing from untrusted sellers, leading to the potential of customer disappointment. 
In terms of costs, Amazon has taken shortcuts for years and not paying the full corporate tax. This amount of money could have supported schools and lifesaving healthcare instead of increasing Amazon profits. 
Performing well in operations it is unquestionably vital for a company, but also compromises were taken. Therefore, a company is not mindful of the trade-offs may severely damage its reputation and impact future business. 
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