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• Amazon being an unconventional company has most of its initiatives criticized, even derided 

as folly.   

• Though many organizations have adopted Amazon’s famous principles and practices, none 

of them have been able to duplicate the culture of innovation of Amazon 

• They believe that though shareholder value is an outcome of growth in profit, long term 

growth is best produced by putting the customer first – “Think long term”, “Obsess over 

customers” 

• According to Jeff, culture of Amazon is about four things 

o Customer obsession instead of competitor obsession 

o Willingness to think long term, with a longer investment horizon than most peers 

o Eagerness to invent – that goes hand in hand with failure 

o Take professional pride in operational excellence 

• Jeff and his leadership team came up with a set of 14 Leadership principles and a broad set 

of methodologies that reinforce their cultural goals 

• Though Amazon faces the same set of business problems faced by other big organizations, 

the differentiator has been how they come up with unique solutions to their problems.  

“Work hard, have fun, make history” – is their motto 

Being Amazonian 

• Amazon’s Leadership principles, or their ways of working, have enabled their efficiency and 

growth 

• In the initial days, they did not feel the need for Leadership principles as Jeff was involved in 

almost everything in the organization.  However, with rapid expansion, a need was felt to 

have some Leadership principles in place 

• Along with Leadership principles, they established consistent repeated processes to ensure 

that the Leadership principles are reinforced. 

Building Blocks – Leadership Principles and Mechanisms 

• Jeff had read a report that the projected annual internet usage growth was 2300 percent – 

and decided getting into the web was a once in a life time opportunity 

•  In his business plan, Jeff identified many reasons why the book category was underserved 

and well suited to online commerce and how he could create a compelling experience for 

book buying customers – aspects like lightweight, easy and inexpensive to warehouse, pack 

and ship – besides the fact that the biggest book store could only stock tens of thousands of 

titles 

• Initially since his team was small, Jeff was keen on looking at every aspect of the company 

and began to instill guiding principles like customer obsession and setting very high 
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standards – believing that one bad customer experience would undo the goodwill of 

hundreds of perfect ones. 

• “Under promise and over deliver and ensure customer expectations were exceeded” – was 

his mantra.  Similarly, Jeff was supposed to have said, “You can work long, hard or smart, but 

at Amazon.com, you can’t choose two out of three” 

• With a small team, Jeff used to interact with them on a daily or weekly basis, be present for 

any important decisions and was able to formulate principles such as customer obsession, 

innovation, frugality, personal ownership, bias for action and high standards 

• Amazon’s Leadership principles are ingrained in every significant process and function at the 

company – and new hires go through a challenging period of learning and adapting to these 

methods 

• Amazon’s Leadership principles evolved over time – starting with 9, then added an 

additional one, and one more – now they have 14 Leadership principles.  Every candidate 

who interviews for a job at Amazon is evaluated in the light of these principles – they are the 

company’s living and breathing constitution 

• Amazon’s Leadership Principles 

o Customer Obsession – leaders start with the customers and work backwards.  They 

are obsessed over customers 

o Ownership – Leaders are owners – they think long term, act on behalf of the entire 

company 

o Invent and simplify – Leaders are expected to innovate and invent and look for new 

ideas from everywhere 

o Are right, a lot – Leaders are right, a lot, have strong judgement skills and seek 

diverse perspectives 

o Learn and be curious – Leaders are never done learning and always seek to improve. 

Always curious about new possibilities and act to explore them 

o Hire and develop the best – leaders raise the bar with every hire and promotion, 

recognize exceptional talent and develop leaders and coaching them 

o Insist on highest standards – leaders have relentlessly high standards, continually 

raising the bar and driving their teams to deliver high quality products, services and 

processes 

o Think Big – leaders create and communicate a bold direction that inspires results, 

they think differently and look for ways to serve customers better 

o Bias for action – Speed matters in business and leaders are encouraged to take 

calculated risk taking 

o Frugality – Accomplish more with less – constraints breed resourcefulness, self-

sufficiency and invention 

o Earn Trust - Leaders listen attentively, speak candidly and treat others respectfully.  

They are vocally self-critical even if it is awkward or embarrassing.  Leaders do not 

believe that their or their team’s body odor smells of perfume 

o Dive Deep – leaders operate at all levels, stay connected to the details, audit 

frequently and are skeptical when metrics and anecdotes differ 

o Have Backbone, Disagree and Commit – leaders are obligated to respectfully 

challenge decisions when they disagree even if they are uncomfortable.  Leaders 

have conviction, tenacious and do not compromise for the sake of social cohesion.  

Once a decision is determined, they commit wholly 
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o Deliver results – leaders focus on the key inputs for their business and deliver them 

with the right quality and in a timely fashion 

• The nature of the Leadership principles is borne out in practices and processes throughout 

the company e.g. 

o 6-page narratives – requires one to Dive Deep and Insist on high standards 

o PR/FAQ reinforces customer obsession, starting with customer needs and working 

backwards 

o Door Desk award goes to a person who exemplifies Frugality and Invention 

o Just Do It award for the employee who exhibits a Bias For Action 

• Amazon realized early on that if you don’t change the underlying condition that created a 

problem, you should expect the problem to recur 

• Three foundational mechanisms ensure that the leadership principles translate into action 

o Annual Planning process   

o S -Team goals process  

o Amazon’s compensation plan which aligns incentives to what is best for customers 

and the company over the long term 

•   The Annual Planning process requires four to eight weeks of intense deliberations and 

works on a granular operating plan called OP1 which is the individual group’s “bottom up” 

proposal– based on the high-level expectations set by the S Team (SVPs and Jeff’s direct 

reports).  They also work in close coordination with the finance and human resources to 

create a detailed plan – presented to the S team. 

• OP2 make it clear and what each group has committed to do and how they intend to achieve 

those goals and what resources they need to get the work done 

• During OP1, the S-Team reviews the various operating plans and select those initiatives they 

consider most important to achieve – these are the S Team goals 

• The OP planning process aligns the entire company on what’s truly important to accomplish 

for the year.  S-team goals refine that alignment by giving top priority to the company’s 

biggest or most pressing objectives. 

• The S-team goals are mainly input focused metrics that measure specific activities teams 

need to perform during the year and if achieved, will yield desired business results.  These 

goals are aggressive enough that Amazon only expects about three quarters of them to be 

fully achieved during the year.   

• S-team goals for the entire company are aggregated and their metrics tracked with 

centralized tools by the finance team – through color coding – Green, Yellow and Red 

• Amazon believes that the “performance” in performance-based compensation must refer to 

the company’s overall performance, the best interest of shareholders, which in turn are 

aligned with the best interests of customers.  Accordingly, the compensation of the S-team 

members is heavily weighted towards equity earned over a period of several years.  The 

maximum salary itself is set well below that of industry peers in the United States 

• Amazon’s compensation is simple and oriented towards the long term.  And so as one gets 

promoted, the ratio of cash to equity compensation becomes more skewed towards long 

term equity. A downside to this is that other companies with deep pockets can hire away 

your best employees with big cash offers 

• Strong leadership principles represent a company’s vision and enable good and fast 

decisions. It is also important to embed these principles in every core process of the 
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company such as hiring, performance management, operating cadence, career development 

etc. 

Hiring 

• In hiring new recruits, Jeff was believed to have said “We want missionaries, not 

mercenaries” – those who have the organization’s best interests at heart and stick with the 

company through thick and thin 

• Amazon’s “Bar Raiser” was a significant aspect of their hiring – more or less eliminating poor 

hiring decisions 

• Typically, we find interviewers ask questions without a clear objective, feedback is not 

captured in clear terms, evaluation process based on gut feel and were prone to bias and 

group think – which could potentially lead to disastrous consequences.   

• A bad hire is a weak link who can bring the entire team down to their standards, a long-term 

cost that would linger long after they leave the company 

• According to Sequoia Capital, an average startup in Silicon Valley spends close to 1000 hours 

in hiring 12 software engineers! 

• The Bar Raiser program has the goal of creating a scalable, repeatable formal process for 

minimizing the variability of ad-hoc hiring processes and consistently making appropriate 

and successful hiring decisions 

• Amazon Bar Raisers received special training in the process – the name intended to signal 

that every new hire should “raise the bar” – be better in one important way than the other 

members in the team they join – hence making it an even stronger team 

• The Bar Raiser was granted the extraordinary power to veto any hire and override the hiring 

manager 

• There are eight steps in the Bar Raiser Hiring process 

o Job Description  

o Resume review 

o Phone Screen 

o In-House interview 

o Written Feedback 

o Debrief/Hiring meeting 

o Reference Check 

o Offer through Onboarding 

• Job Description  

o A good job description must be specific and focused, clearly articulating the job 

responsibilities and required skills – so that they can ask the right questions and 

collect information needed to make the right decision 

o It is the responsibility of the hiring manager to write the description, further 

reviewed by the Bar Raiser 

•  Resume Review 

o The recruiter (usually not an Amazonian) and the hiring manager search for 

candidates and review the resumes collected – only those are selected that meets 

the hiring managers expectations 

o If the selected candidates are off target, the JD needs rework 

• Phone Screen 
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o The Hiring manager conducts a one-hour phone interview – designed to solicit 

examples of the candidate’s past behavior (“Tell me about a time when”) and focus 

on a subset of Amazon Leadership principles.  The last15 minutes are reserved for 

the candidate to ask questions 

o If the hiring manager is inclined to hire a person, they will be invited for an in-person 

interview – on an average, one in four get through this stage to the In-House 

interview 

• In-House Interview 

o This typically takes 5-7 hours to complete and requires participation of several 

people. 

o The hiring manager decides how many interviewers would be needed, the mixture 

of roles and disciplines, job levels, expertise needed – typically this would be 5-7 

interviewers 

o These interviewers are already trained in the Amazon interview process and no 

interviewer should be one level below the position the candidate will hold  

o The interviewer wants the candidate to provide detailed examples of what they 

personally contributed to solving hard problems and how they will be performed in 

work situations.  Also understand how the candidate accomplished their goals and 

whether their methods align to the Leadership principles 

o Interviewers use the STAR method for drilling candidates – Situation, Task, Action, 

Result  

▪ What was the Situation? 

▪ What were you Tasked with? 

▪ What Actions did you take? 

▪ What was the Result? 

o Amazon interviewers are reminded to keep in mind that every candidate, whether 

qualified for the job or not, is a potential customer of the company and a source of 

the leads 

o The Bar Raiser is involved in every step of the interview loop and ensures the 

process is followed and bad hiring decisions are avoided.  He/she also coaches 

others on interviewing techniques, asks probing questions in the debrief, makes sure 

personal biases do not affect the hiring decision and determines whether the 

candidate meets or exceeds the hiring bar set by the company 

o There is a set of senior Bar Raisers that manages the program – Bar Raiser Core 

consisting of VPs and Directors – those who have demonstrated the mastery of 

interviewing, offering feedback, managing debriefs and making decisions.  The Core 

group offers training to other potential Bar Raisers 

• Written Feedback 

o Every interviewer must take detailed notes as close to a verbatim record as possible 

o Written feedback is expected to be specific, detailed and filled with examples from 

the interview to address the Leadership principles – and should be filled in shortly 

after the interview is complete so that nothing is forgotten 

o Written feedback includes the interviewer’s vote on the candidate – 

▪ Strongly Inclined to Hire,  

▪ Inclined to Hire  

▪ Not Inclined to Hire  



  Brief Summary of Working Backwards 

 

 

S r i n a t h  R a m a k r i s h n a n                                           P a g e  6 | 15 

 

▪ Strongly Not Inclined to Hire 

o To avoid bias, the interviewer may not see or discuss other members’ votes 

comments or feedback until their own feedback has been submitted 

• Debrief/Hiring meeting 

o The Bar Raiser leads the meeting, usually held within a few days after the interviews 

have been completed 

o The meeting begins with every one reading all the interview feedback – and any one 

could change their vote based on the feedback from others.   

o The meeting ends with the decision from the hiring manager to hire or not to hire. 

o If the hiring manager or the Bar Raiser feel that they don’t have enough information 

to make a decision, then there was a failure in the process upstream 

o The role of the interviewers is to help the hiring manager gather data and make an 

informed decision. 

o The debrief meeting is an opportunity for each interviewer to learn from others and 

develop their ability to assess talent.  A good Bar Raiser sometimes spends more 

time coaching and teaching in a debrief meeting than assessing a candidate 

• Reference Check 

o Once the candidate is identified to be hired, he is asked to give 4-5 references – 

former managers, peers, subordinates etc.   

o The hiring manager calls up the reference and confirms the candidate’s skills and 

past performance  

o The references are typically asked questions like – “If given a chance, would you hire 

this person again” and “Of all the people you have managed or worked with, in what 

percentile would you place this candidate” 

• Offer through Onboarding 

o Once the offer is made, the hiring manager checks in with the candidate at least 

once a week till he/she makes a final decision 

o Sometimes a set of books or DVDs are sent to the candidate or they could even 

meet over lunch – just to ensure the candidate is kept “warm” till he joined Amazon 

• The Bar Raiser process is designed to minimize personal bias and maximize data-based hiring 

decisions based on the substance of each candidate’s work and how that work maps to a set 

of principles 

• Bar Raiser steps such as preparing a set of behavior based interview questions in advance of 

the interview, having written transcripts of the interview, conducting debriefs and making 

assessments are all based on well understood principles and seeks to eliminate individual 

biases – reinforcing the Amazon leadership principle – “Hire and Develop the best” 

Organizing Separable, Single Threaded Leadership 

• When an organization becomes large and unwieldy, speed of decision making and 

innovation takes a hit due to bureaucratic bottlenecks, dependencies and time spent on 

coordination. 

• Amazon came up with “Single Threaded Leadership” in which a single person, 

unencumbered by competing responsibilities, owns a single major initiative and heads up a 

separable, largely autonomous team to deliver its goals 
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•  When a team is tasked with solving a particular problem and is judged by their solution, 

they should expect to have the tools and authority to complete their job – dependencies of 

any kind slow down the pace of innovation and results in creating disempowered teams 

• Resolving dependencies can be done through coordination and communication.  However 

Jeff felt that if we wanted Amazon to be a place where builders can build, we need to 

eliminate communication not encourage it 

• Jeff’s vision was that we needed to focus on loosely coupled interaction via machines 

through well defined APIs rather than via humans through emails and meetings.  This would 

free each team to act autonomously and move faster 

• They came up with a process called “New Project Initiatives” (NPI) whose job was to 

prioritize – comparing every project under consideration to decide which of those had to be 

done immediately and which of those could wait 

• Once every quarter, teams submitted projects they thought were worth doing that would 

require resources from outside the team – they had to submit an NPI request – a One pager 

with a written summary of the idea, initial rough estimate of which teams would be 

impacted, a consumer adoption model, P&L and reasons why it was strategic for Amazon to 

embark on the initiative immediately 

• A small group would screen all NPI submissions thoroughly and only approved submissions 

would be resourced 

• For those NPI requests not approved, you would be assigned to support another team’s 

project and take it to completion 

• One of the ways to remove dependencies was to reorganize engineers into smaller 

autonomous independent teams – where they could coordinate less and build more.   

• They came up with the experiment of a two pizza team which would be small, be evaluated 

by a well-defined fitness function, be self-funding, be approved in advance by the S-team, be 

monitored real time and be responsible for all aspects in focus - design, technology, business 

results 

• They looked at Service Oriented Architecture that would give a level of isolation and build 

many software components rapidly and independently.  Service orientation was about 

encapsulating data with the business logic that operates on the data with the only access 

through a service interface – one team would have ownership of a piece of code and any 

one who wants to access them should make it through a documented request via an API 

• The switch to microservices removed the shackles that had prevented Amazon software 

teams from moving fast and enabled the transition to small, autonomous teams. 

• Autonomous teams with a well-defined purpose, clear boundaries of ownership and a clear 

understanding of how to measure progress (metrics) - are built for speed and when aligned 

to a common destination they can go a long way in a short time. 

• According to Jeff, most decisions should probably be made with around 70% of the 

information you wish you had.  If you wait for 90%, in most cases, you are probably being 

slow 

• Over time, they tried to fit the two-pizza team into a matrix organization model where each 

member would have a solid line reporting relationship to a functional manager who 

matched their job description and a dotted line relationship to their two-pizza manager.  

• They also realized that success of a team depended not on the team size – but on whether it 

had a leader with appropriate skills, authority and experience to manage with a sole focus to 
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get the job done – this led to their “single threaded leaders” – those who work only on one 

thing at a time 

• The Single Threaded Leader extends the basic model of separable teams to deliver their key 

benefits at any scale the project demands.   Separable single threaded teams have fewer 

organizational dependencies than conventional teams 

• Single Threaded means that they don’t work on anything else.  These teams have clean 

unambiguous ownership of features or functionality and can drive innovations with a 

minimum of reliance or impact upon others. 

• A good rule of thumb to see if a team has sufficient autonomy is deployment – can the team 

build and roll out their changes without coupling, coordination and approvals from other 

teams?  If the answer is no, then one solution is to carve out a small piece of functionality 

that can be autonomous and repeat 

• The Single Threaded Leader delivers high velocity innovation, which in turn makes Amazon 

nimble and responsive – it allows innovators to innovate and experiment faster, leading to 

creating great products and higher level of engagement for their creators 

Communicating - Narratives and the Six Pager 

•  Amazon relies far more on the written word to develop and communicate ideas than most 

companies and this difference makes for a huge competitive advantage 

• Amazon uses two main forms of the narrative – the “Six Pager” – used to describe, review or 

propose any type of idea, process or business and the other narrative, “PR/FAQ” – which is 

linked to the Working backwards process for new product development 

• In the early days, the weekly S-team meetings, which went on for 4 hours – would begin 

with a presentation by the relevant team on the status of the work towards the goal using 

PowerPoint slides as an anchor.  They found the presentations did not serve the purpose for 

which they were intended – the format made it difficult to evaluate the actual progress and 

prevented the presentations from proceeding as planned 

• With cryptic bullet points, PowerPoint presentations can strip the discussion of important 

nuance. Besides the presenter was asked a lot of questions through the presentation – 

losing focus on the key items to be discussed 

• Also, a dynamic presenter could lead a group approve a dismal idea.  A poorly organized 

presentation could confuse people, produce unfocused discussion and rob good ideas of 

serious consideration they deserved  

• They felt that replacing PowerPoint slides with paper handouts showing word, numbers, 

graphics and images would help viewers to contextualize, compare and narrate the idea 

better – hence they decided they would ban PowerPoint hence forth 

• Jeff felt writing a good 4 page memo is harder than writing a 20 slide PowerPoint because 

the narrative structure of a good memo forces better thought and better understanding of 

what’s more important than what and how things are related 

• Though the initial narratives were long and verbose, they settled down on a standard format 

of a maximum length of 6 pages – with additional information or supporting documentation 

as attachments 

• The 6-Pager can be used to explore any argument or idea you want to present to a group of 

people – an investment, a potential acquisition, a new product or feature, business update 

or an operating plan 
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• The first 20 minutes of a 1-hour meeting is spent reading the 6 pager and the rest of the 

time spent in discussing it asking questions, seeking clarifications, offering insights or 

suggesting changes.  The key goal of the meeting is to seek the truth about the proposed 

idea or topic 

• Narratives are designed to increase the quantity and quality of effective communication in 

your organization – creating such solid narratives requires hard work.  The team writing the 

narrative toils over the topic, writes its first draft, circulates and reviews, iterates and 

repeats, then finally takes the vulnerable step of presenting it to the management 

• The audience is expected to objectively and thoroughly evaluate the idea and suggest ways 

to improve it – making it a truly  joint exercise. 

Working backwards – Start with the desired customer experience 

• Working backwards is a systematic way to vet ideas and create new products.  Its key tenet 

is to start by defining the customer experience, then iteratively work backwards from that 

point until the team achieves the clarity of thought around what to build 

• Its principal tool is a narrative called PR/FAQ – Press Release / Frequently Asked Questions 

• Writing up ideas is hard work – it required one to be thorough and precise.  Half-baked 

thinking could easily be found on a written page 

• A Press Release – typically done at the end of the product development process by the 

marketing and sales people.   

•  Jeff’s hypothetical example of Sony introducing a new flat screen TV.  The Sales and 

Marketing group would look at selling it at a price point of under $2000.  However, the 

Engineering team working internally is focused on picture quality, which would jack up the 

price.  If these two organizations had started the process of writing a press release, agree on 

features, cost, customer experience and price – they could have worked backwards to figure 

out what to build at what price point etc. 

• The FAQ section is where the writer shares the details of the plan from a customer point of 

view and addresses various risks and challenges from internal operations, technical, product, 

marketing, legal, business development and financial points of view  

• The PR gives the reader the highlights of customer experience.  The FAQ provides all the 

salient details of customer experience as well as a clear eyed and thorough assessment of 

how expensive or challenging it would be for the company to build the product or service 

• The PR/FAQ process creates a framework for rapidly iterating and incorporating feedback 

and reinforces a detailed, data oriented and fact-based method of decision making 

• Typically, the Press Release is one page long and the FAQ should be five pages or less 

• The creation of PR/FAQ starts with the person who originated the idea set up a 1 hour 

meeting with stakeholders to review the document.  The documented is shared in hard /soft 

copy – and once every one has read, the writer asks for general feedback.  The most senior 

attendees tend to speak last to avoid influencing others 

• The PR/FAQ review process can be stressful and however constructive or unbiased the 

feedback is – gaps would be found. 

• Senior managers, directors and other leaders oversee the authors of PR/FAQs and become 

skilled evaluators and contributors to the process 

• Often there are multiple revisions to the PR/FAQ process – sometimes even after the project 

has started to reflect any changes 
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• Many PR/FAQs do not get approved – but spending time up front to think through all details 

and determine which product not to build – preserves company’s resources to build 

products that will yield maximum impact for the customers.  For PR/FAQs that are approved, 

there is no guarantee that this idea will move forward and become a great product.  

Generating and evaluating great ideas is the real benefit of the working backwards process 

Metrics 

• Amazon feels it is important to focus on the “controllable input metrics” – the activities that 

you directly control which ultimately affect output metrics such as share price 

• Input metrics measure things that, if done right, bring out desired results in output metrics 

• For their Weekly Business Review (WBR), they followed the DMAIC – a 6 sigma improvement 

process  

o Define – select and define the metrics you want to measure. – the right choice of 

metrics will deliver clear, actionable guidance.  The focus was on controllable input 

metrics or leading indicators rather than output metrics or lagging indicators.  The 

right input metrics get the entire organization focused on the things that matter the 

most – and finding the right one is an iterative process 

o Measure – leaders were to be provided with unvarnished, unbiased information 

from both perspectives – Operations and Customers, to enable them to make the 

right decisions.   

o Analyze - developing a comprehensive understanding of what drives your metrics.  

The objective in this stage is to separate signals from noise and then identifying and 

addressing root causes – using the Five Why method  

o Improve – With a focus on continuous improvement, they talk of what other 

experiments can they run to further improve the process 

o Control – this is about ensuring the processes are operating normally and 

performance is not degrading over time.  Here you also try to identify processes that 

can be automated 

• The Weekly Business Review is the place where the metrics are put to action.  Each meeting 

begins with the distribution of the “deck” or the data package – graphs, tables, notes for all 

metrics 

• The deck represents a data driven view of business and presents a consistent end to end 

review of the business each week that is designed to follow the customer experience at 

Amazon. Graphs plot results against comparable prior periods e.g., trailing 6 week or trailing 

12 month timelines.  Anecdotes and exception reporting are woven into the deck. 

• A good deck uses a consistent format throughout – graph design, time periods covered, 

color palettes, number of charts on a page etc. so that one looks at the same set of data 

every week and spots trends / anomalies if any 

• A well run WBR meeting is defined by intense customer focus, deep dives into complex 

challenges and insistence on high standards and operational excellence.  The goal of the 

meeting is to discuss exceptions and what is being done about them.  Mistakes are 

acknowledged as a opportunity to take ownership, understand the root cause and learn 

from the experience. 

• Numerical data become more powerful when combined with real life customer stories.  The 

customer service department routinely collects and summarizes customer feedback” Voice 

of the Customer” and presents it during the WBR 
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• Every two years, an employee is required to become a customer service agent for a few days 

after getting some basic refresher training as a CS agent.  He listens in on calls, watches 

email and chat interactions and handles customer contacts directly 

• Amazon had their own version of the Andon cord – any serious issues were surfaced as soon 

as they were noticed.   

• Amazon’s approach to metrics embodied the Customer Obsession leadership principle – 

with the focus on input vs output metrics.  Input metrics could be low prices, lots of 

available products, fast shipping, fewer customer service contacts, speedy website or app 

etc. and the output metrics would be revenue, cash flow etc.   

• Controllable input metrics are a quantitative and qualitative way of measuring how well the 

organization is satisfying customer interests so that the output metrics trend the way the 

company desires 

Part 2 

• Jeff is believed to have said “We are the best place in the world to fail (we have plenty of 

practice) and failure and invention are inseparable twins.  To invent you have to experiment, 

and if you know in advance that it is going to work, it is not an experiment” 

• Being Amazonian means approaching invention with a long-term thinking and customer 

obsession, ensuring that the Leadership principles guide the way, deploying the practice to 

drive execution.  If we can identify a customer need and if we can further develop conviction 

that the need is meaningful and durable, our approach permits us to work patiently for 

multiple years to deliver a solution 

• Another key aspect is frugality – you cannot pursue inventions for very long if you spend 

money on things that don’t lead to better customer experience such as trade show booths, 

splashy marketing campaigns etc.  Patience and carefully managed investment over many 

years can pay off greatly 

• Differentiation with customers is one of the key reasons to invent.  According to Jeff, “we 

exercise new muscles, never mind how uncomfortable and awkward feeling those first steps 

might be”.  A small number of big winners can pay for a large number of experiments that 

fail or succeed only modestly 

• Jeff classified decisions into Type 1 and Type 2 – Type 1 decisions are consequential and 

irreversible, one ways doors, which require lot of consultation and deliberation.  Type 2 

decisions should be made quickly by high judgement individuals or groups – they are two-

way doors, reversible.  Companies applying Type 1 deliberations on Type 2 decisions often 

end result in reduced speed impaired idea generation, stifled innovation and longer 

development cycles 

Kindle 

•  To build the digital business, it required exceptionally patient and unwavering leadership to 

persevere through the prolonged process of building a new business and navigating it 

through transformative times in an established industry with entrenched interests – it was 

here that Amazonian principles of thinking big, think long term, being customer obsessed 

and being frugal helped them through these tough initial periods 

• There are two fundamental approaches that each company can choose to be when 

developing new products or services – One is being a fast follower, make a close copy of 
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successful products that other companies had built and the other, invent a new product on 

behalf of customers.  Jeff wanted Amazon to be the latter. 

• On the e-book business, Amazon wanted to have the e-book equivalent of iTunes/iPod 

experience: an app paired with a mobile device that offered consumers any book ever 

written, content available at a low price they could buy, download and start reading in 

seconds 

• The next question was on the hardware device – whether to build it, or buy it – each of 

which had its own pros and cons. 

• In 2005, Amazon acquired Mobipocket, a company in France that had built a software 

application for viewing and reading books on PCs and mobile devices. Mobipocket software 

was used as the software for the first Kindle 

• With the Mobipocket team and Amazon’s leadership, Jeff espoused an audacious goal of 

improving on an invention that stood the test of time, over five hundred years, without 

much change – the book.  Jeff gambled on the success of Kindle – despite the ever-

increasing costs in trying to build a device 

• Inspired by Blackberry’s constant connectivity, Jeff wanted Kindle to have a 3G modem that 

could connect to a wireless carrier network and automatically download new e-books as 

soon as they were available – this was Whispernet 

• The other key feature debated was the use of E-Ink – which was developed in MIT labs, E-ink 

screen was easier on the eye and was readable even in direct sunlight. Additionally, it had a 

much longer battery life enabling the device to stay on up – up to a week without recharge. 

• These two features – wireless delivery and E-Ink screen provide to be two of the keys to 

make Kindle a great product.  

• There were other challenges too – in terms of the availability of books in digital format and 

the pricing of the books – a price point that would make the consumers buy and read e-

books. 

• Kindle went on sale for the first time on November 19 2007 – and retailed for $399 and 

featured a 6-inch screen, a keyboard and 250 MB of memory enough to hold 200 non 

illustrated books 

• In October 2008, Oprah devoted an entire episode of her show on Kindle – and then sales 

exploded 

Prime 

• In October 2004, Jeff sent out a message to all leaders that they would need to dramatically 

improve the customer experience around shipping and the need for a shipping membership 

program – and have it ready by the year end. 

• It was felt that two-day shipping and later a one day / same day shipping would become the 

norm – and the entire team wanted to go ahead with this audacious goal – driven by 

Customer Obsession and Deliver Results 

• Amazon Prime launched in February 2005, was one of the best decisions that Amazon ever 

made and became a key driver of its explosive growth over the next decade 

• Customers of Amazon cared about three things  

o Price – Is the price low enough? 

o Selection – Do you have a wide selection of products? 

o Convenience – is the product in stock and can I get it quickly? 
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• Amazon felt that the first two were taken care of – it was the third, convenience which was 

the bottleneck and this had to do with shipping 

• They realized that shipping promotions drove significantly higher growth than any other 

type of promotion. The perceived value of free shipping was higher than straight discounting 

of product prices.  They had to figure out a sustainable way to offer free shipping 

• They launched with Super Saver Shipping in January 2002 with a minimum order of $99, 

which was later lowered to $49 and later $25.  Customers took advantage of these offers 

and drove up the gross merchandise value.  Customers were delighted with the free shipping 

option, even if the trade off was “slow and free” or “fast and expensive” 

• Amazon realized that Super Saver Shipping, though was popular, could not be a driver of 

significant growth for the retail business – the “big ticket” customers were not willing for 3-5 

days to ship and the price sensitive customers were not willing to up their order to $25 just 

to qualify for Super Saver shipping.   From “slow and free” and “fast and expensive” – they 

needed to be “fast and free” – which led them to think about Loyalty programs 

• However, loyalty programs had to be affordable, drive right customer behavior and better 

use of funds to improve customer experience 

• One Amazonian came up with an idea “Why couldn’t we have customers pay an annual 

subscription fee that would include free shipping for a year?  The purpose of the program 

was to drive incremental buying behavior not for Amazon to pick up the shipping tab as 

away of saying thanks to our big customers 

• Amazon Prime was launched on February 2005 – and the initial customers were the heavy 

buyers who had already spent more than $79 dollars on expedited delivery.  Over time, 

Prime transformed Amazon from a fairly successful company in the e-commerce space to a 

top player in the retail space. 

•  Prime Is a great example of the tremendous value you can unlock by ruthlessly applying the 

principles of customer obsession and long-term thinking to a problem – in this case 

increasing revenue growth. 

Prime Video 

• In February 2011, Amazon launched Prime Instant video which offered streaming of five 

thousand movies and TV shows as part of Prime membership at no extra charge. 

• Amazon wanted to make Prime a most compelling and irresistible value for customers 

• The journey to launch took close to 6 years of work, lots of hurdles, making the right 

investments in streaming technology, creating devices and investments in movies and TV 

shows 

• Unbox was Amazon’s first digital video service – however the customer experience was a 

failure due to constraints on bandwidth, hardware and software.  It also required you to 

download the movie in times when the bandwidth was extremely slow. 

• With the failure of Unbox, they launched Unbox on TiVo where they had the movies 

downloaded to a TiVo set-top box – though the download took time, a feature called 

progressive download enabled them to watch the movie after downloading a portion of it, 

which downloading the rest of the movie on the set top box 

• In 2008, they launched Amazon Video on Demand – streaming video which enabled 

customers to watch movies and TV shows on the television rather than the small screen. 

• Despite moderate success initially, they soon realized that Amazon Video on Demand was 

stuck in the middle of the value chain – neither control of the upstream content 
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development nor the downstream playback devices – being essentially a digital distribution 

system. 

•  With tough competition from Netflix, who was the market leader, and lots of deliberations 

among the Amazon leadership (aspects such as have movies and shows that Netflix didn’t 

have, specialize on horror or comedy or documentaries, offering one movie free a week to 

attract subscription) – they finally they came up with the idea of offering videos free for 

Prime members 

AWS 

• A program called Amazon associates allowed third parties to place links to Amazon products 

on their websites.  E.g., a site about mountain climbing might include a curated list of 

recommended mountain climbing books with links to Amazon.  If a link to the affiliate web 

site was clicked, and the customer bought a book, the affiliate would earn a referral fee 

• The number of affiliates grew to 1 million – Amazon felt that they could experiment with the 

way they shared information with the affiliates – where they could choose to receive 

product data in XML and write software around the XML and incorporate that into the 

website 

• These new changes required technical expertise on the part of the affiliates – and hence the 

need to create user manuals, technical specifications, sample code into a software 

development kit.   This initiative really took off – and developers were creating applications 

that used the features in ways Amazon had never imagined 

• In July 2002, Amazon launched the first version of Amazon Web services – which included 

some search and shopping capabilities and a full software development kit. 

• This opened up a new set of customers – besides buyers and sellers – the software 

developers – and surprisingly the biggest customers were not outsiders, but Amazon 

software engineers, who found it easier to use web services than some of the internal tools. 

• Within a year, over 25000 developers enrolled into the program and were building some 

amazing stuff. Programs such as Amazon Associates Product API, Amazon Anywhere, the 3 

Ring Binder, Seller Central based on AWS became very popular. 

• Amazon came up with a thought “Why don’t we build a set of tools that any developer can 

use to build anything they want, even if it has nothing to do with our core business?”  By 

that time, they had built the capability to store massive amounts of data, perform 

computations on that data and quickly and reliably deliver results to end users. 

• Amazon S3 (Simple Storage Service) and Amazon EC2 (Elastic Compute Cloud) were hugely 

successful.  

• AWS today was quite different from what it was when it began as an experiment – in 2019 it 

was one of Amazon’s major divisions bringing in $35 billion in revenue  

Conclusion 

• It is not easy to follow the Amazonian way – the culture, the leadership principles, Bar Raiser 

hiring, single threaded leaders, working backwards, written narratives, focusing on input 

metrics and look long term etc. can be intense and very difficult to follow.     
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