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Statement of purpose: Given the turnover rate problem at Amazon, we have conducted
some research on empirical articles regarding the impact of leadership behavior on followers’
needs satisfaction, leader-member exchange (LMX) quality and job satisfaction. From that
background, we suggest practical solutions to increase employees’ job satisfaction, affective
commitment and work engagement in order to decrease Amazon’s turnover rate.

Organization’s Background: Amazon, founded in 1994 by current CEQ Jeff Bezos, is
one of the largest online retailers in the world. The company, which is headquartered in Seattle,
Washington, USA, has retail websites and offers shipping in 75 countries around the world. In
twenty-one years, Amazon has expanded its industry from selling books to merchandising music,
movies, games, electronics, clothing, groceries, toys, jewelry, health & beauty care products and
sports equipment online. The company also offers its own line of products such as the Amazon
Kindle and the Fire Tablet in an effort to reduce extra costs of middlemen. Amazon is taking steps
to accomplish its mission “[to] be the Earth's most customer-centric company where people can
find and discover anything they want to buy online.” To reach that goal, Amazon utilizes growth
as its corporate strategy to expand to new markets including China and India and provide new
innovative services such as cloud computing. In addition, Amazon focuses on a cost leadership
business strategy as it offers higher quality brand name products for lower prices. Furthermore,
Amazon employs differentiation because the company offers its products including the Amazon
Kindle with a unique e-ink display and the Amazon Echo with a cloud-based voice service. In the
third quarter of 2015, Amazon’s net sales increased 23% ($25.4 billion). In quarter 3, 2015,
Amazon reportedly hired 222,400 employees (a 49% increase compared to the third quarter in
2014). However, with the median employment tenure of 1.0 year (PayScale.com), Amazon has

the second least loyal employees among the Fortune 500 companies.
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Conclusion: Nine empirical articles highlight the importance of the leader-follower
relationship and leadership style on followers’ engagement and commitment to the organization.

First of all, leader-follower relationship is confirmed by a study to be an indispensable part
in a friendly work environment that promotes commitment. Leaders’ prototypic perceptions of
followers are positively related to a high leader-follower relationship quality which can increase
followers' job satisfaction. Followers who exude prototypic characteristics such as hardworking,
loyal, reliable and excited are perceived as effective followers and are likely to develop a high
quality LMX relationship. This relationship benefits followers as they will receive more support
and more opportunities for professional development like challenging and interesting
assignments. Moreover, their potential will be more easily recognized and their needs will be
better satisfied. In addition, during hard times of such as pregnancy or critical events, good
leaders tend to sympathize with followers and respond with support, and thus enhance the leader-
follower relationship. Because these leaders create emotionally comfortable environments and
provide encouragement and guidance, followers display deeper commitment as they feel the need
to reciprocate the beneficial treatment they have received. By enhancing employees’ motivation,
helping them achieve their goals and providing optimism, transformational leaders have a
significant effect on follower behavior and can thus reinforce employees’ loyalty.

In addition to leader-follower relationship, peer-relationship is also important in increasing
the followers’ organizational commitment. A theory on this relationship is core self-evaluations
(CSE), which refers to appraisals individuals make about their competence and capabilities.
Individuals who demonstrate high CSE present themselves with positive manners and evaluate
themselves as competent. In addition, high CSE followers believe that they have control of their

jobs and openly express their skills. Because they have control, these individuals are more likely
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to view their organizational environment on a more positive perspective. CSE effects can be
amplified by transformational leadership behaviors. Transformational leaders are able to
intellectually stimulate these followers and thus improve their commitment and job satisfaction. In
addition, peer relationships also help strengthen CSE. High friendship centrality is an important
aspect in creating a comfortable environment in which employees are more committed.
Friendships in the workplace provide employees with support, reassurance and encouragement
against adverse effects of jobs. Unlike in a hostile working environment where employees are
constantly critiquing each other, in a friendly work environment, employees can assist their peers
in professional development and tasks accomplishment.

Another perspective regarding turnover rate can be drawn upon the self-determination
theory and transformational leadership (TFL). TFL refers to leaders who inspire followers and get
them engaged in their jobs. Transformational leaders empower their followers through four
components: idealized influence (serving as a compelling person that followers respect),
inspirational motivation (expressing the vision of the organization to empower followers),
intellectual stimulation (encouraging followers to come up with novel solutions) and individual
consideration (responding to followers’ individual differences). Self-determination theory is a
well-supported motivational theory developed upon three basic needs of followers: autonomy,
competence and relatedness. This theory highlights tremendous motivational effects of the
satisfactions of the needs for autonomy (a sense of freedom in completing the tasks), for
competence (a sense of mastery and efficaciousness) and for relatedness (a sense of significance).
The research results confirm that TFL positively mediates the satisfaction of all three needs
(autonomy, competence, relatedness), which then affects job satisfaction and consequently work

engagement.
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A notion derived from the framework of self-determination theory is self-concordance,
which describes the extent to which people's genuine interests align with their career objectives.
Two studies confirm positive effects of TFL on employees' self-concordance. If leaders
effectively convey organizational cultures, missions and visions, their employees will better
understand the significance of their work in relation to the company's goals, have a better self-
concordant awareness and thus contribute more willingly. This effect is directly related to the
need for relatedness, which is even more important as companies nowadays make every effort to
promote diversity by recruiting from all over the world. Organizational cultures, missions and
visions can efficaciously bond people from different backgrounds. Moreover, high self-
concordance perceptions between the organizations and the employees will tie the employees to
the companies even when the leaders leave. As the studies affirm, improved self-concordance can
increase the employees' autonomous motivation, job satisfaction and organizational commitment.

Other studies also shed new light on the self-determination theory with specific effects of
each of the three basic needs on followers. The needs for competence and relatedness are
empirically confirmed to substantially relate to job satisfaction and work engagement.
Specifically, the satisfaction of the need for competence is positively associated with the self-
efficacy beliefs, in which employees feel confident in their capability to accomplish the task.
When leaders give employees opportunities to explore their abilities, these followers will feel
trusted and empowered to try harder. As followers attempt to complete more challenging tasks,
they will harness their job-related skillsets and improve their self-efficacy beliefs. Consequently,
followers will feel more competent in performing the tasks and engage in the tasks more
effectively and confidently. Furthermore, the fulfilment of the need for relatedness directly

impacts affective commitment to the leaders. Transformational leaders possess a high level of
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individual consideration which leads to a strengthened connection between leaders and their
followers. The employees’ needs for relatedness, as a consequence, are better fulfilled and hence
promote their affective commitment to the leaders and the organizations. All conducted studies
confirm the two distinct effects of the satisfaction of the needs for competence and relatedness on
self-efficacy beliefs and affective commitment, respectively.

Recommendations: From the body of evidence, we put forth the following solutions to
improve Amazon employees’ job satisfaction and reduce the company’s turnover rates.

The current management policy at Amazon is detrimental to the leader-follower
relationship and consequently the turnover rate. Every year, Amazon managers have to fire the
least efficient members, who can still be pretty effective workers. Although this practice
maximizes Amazon’s productivity in the short run, it may lead to employees’ distrust of their
leaders and loss of productivity in the long run. This policy also prevents leaders from building
friendships with their employees as employees are afraid of creating bad images. The stressful
condition, as a result, may easily trigger employees’ intentions to quit if critical events impact
them. Even worse, this practice can cause employees to engage in destructive behaviors that lower
Amazon productivity like hiding important information or deadlines from their colleagues.
Therefore, we suggest Amazon abolishes the annual staff comparing to alleviate the stress on
employees and help managers build better relationships with their team members. Also, if
Amazon continues to carry out this scheme, the number of people who are fired annually will add
up to that of voluntary quitters and increase Amazon’s turnover rate.

In addition, we suggest Amazon alters Anytime Feedback Tool with a better approach to
improve peer-relationship. Amazon is utilizing the Anytime Feedback Tool with which

employees can make anonymous comments about their colleagues. Although this system possibly
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increases the efficiency with truthful and accurate assessments from co-workers, it can incubate
discrimination and result in a hostile working environment. Among diverse communities of
Amazon’s employees, people can be confronted by clashes of values which result in biased and
inaccurate peer-ratings. Furthermore, Amazon’s culture which encourages functional conflict can
lead to personal conflict between employees of different races, colors, genders or religions.
Managers may base their decisions to fire some members of their team on this stack ranking
system, costing Amazon a great deal if they weed out the wrong ones. Also, this system can
trigger hostility in the company as employees are always suspicious of criticism from their peers.
However, friendships among colleagues, according to the empirical study, provide emotional as
well as physical assistance and reduce turnover intentions. Therefore, if Amazon wants to take
advantage of the ranking system, we recommend that Amazon should utilize the 360 degree
feedback tool instead of the current one. Furthermore, the company should organize bonding
events to enhance relationships between employees and create a close-knit work environment.
Moreover, known for placing tremendous pressure on their workers, Amazon should
implement transformational leadership in which leaders can recognize the CSE quality and needs
of its workers. Employees who are not working up to the high standards of their managers
because of overwhelming workload or external factors (health issues, pregnancy, etc.) are added
to a performance improvement list. Employees leave the company with low job satisfaction and
motivation because leaders fail to understand their followers or recognize their potential. Hence,
we suggest Amazon strive to improve job satisfaction by hiring transformational leaders or
implementing a strategy to train existing managers into transformational leaders who can

effectively distribute tasks in a fair and organized fashion benefiting all the followers.
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Another major issue found at Amazon is its “customer obsession” and employee
negligence. In order to provide customers fast shipping and great services, the company asked
employees to work for long periods of time. While Amazon tries hard to please every customer, it
neglects unexpected critical events happening to employees, who are also integral to its success.
Regardless of what happens and whether they are usually good employees or not, anyone failing
to work effectively enough for a period of time will be put under constant observance and
confronted with the threat of being fired. One article shows that if leaders are supportive of their
employees during the time of critical events, employees will develop loyalty and contribute more
willingly to organizations. Hence, to increase retention rates, we recommend that Amazon
increase employees’ benefits like enabling them to leave temporarily and care for the illness of
their beloved ones without putting them under pressure.

From frameworks of TFL and self-determination theory, Amazon can improve
employees’ self-concordance via low-cost policies. A large portion of Amazon's turnover rate
comes from the warehouses where all the packaging processes happen. Employees in this part of
the supply chain tend to view their work as tedious and exhausting. This low self-concordance is
worsened by their perception that their job is not important to the company. At first, it may not
seem important to resolve this issue as these employees are low-skilled workers and easy to
replace. However, the cost of executing policies to improve these employees’ self-congruent
perspectives is so much cheaper than the cost of bringing in new employees. The policy to
improve self-concordance can be implemented by direct supervisors and team managers of the
warehouse employees. The direct supervisors can regularly come to talk to employees about the
importance of their job to the company as a whole. Without its employees, Amazon products

would never come to the hand of consumers. These employees' productivity also directly affects
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Amazon's profit which can then affect their income. All these integral roles of the employees in
the process of realizing Amazon’s vision should be regularly discussed with the workers through
quarterly workshops. Bringing in customers to share good experiences they have with Amazon’s
employees or giving small rewards to encourage employees’ morale can also be great policies that
Amazon can execute to increase employees’ self-concordance. These steps, if implemented,
would increase employees' commitment and reduce the turnover rate.

Another major problem in Amazon’s management system is the lack of support for
employees' professional development. When new employees are confused about how to deal with
the work and ask for help, their supervisors are not responsive. They let these employees struggle
through this transition process on their own. This style of management causes imbalance in the
satisfaction of the three basic needs. The employees are given excessive amounts of autonomy
while the needs for competence and relatedness are not fulfilled. Everybody wants freedom, but
only to an appropriate amount. As newcomers to a company need directions to fit in easily, their
needs for competence and relatedness are more demanding than those of autonomy. Hence,
Amazon's managers should encourage the culture of supporting employees to decrease turnover
rates. Being helped, employees will feel more related to the company as well as more competent
to develop their work skills. The supportive culture can be implemented through internal
communication without much extra costs. Amazon's leaders can release official announcements
from the executive board, monthly reminding emails and discussions on supporting coworkers
during general meetings to develop this culture. A foreseeable consequence can be improved

organizational commitment and reduced turnover rates.
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