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A I Y E S H A  D E Y  

A N U  A T L U R U  

Board Diversity at Amazon (A) 

On April 27, 2018, activist shareholder CtW investment group sent a letter to the shareholders of e-
commerce giant Amazon urging them to vote in favor of a proposal aimed at increasing Amazon’s 
board diversity.1 The shareholder proposal requested that the initial list of candidates from which 
director nominees were chosen included, but was not limited to, qualified women and minority 
candidates.2 In the proposal, the shareholders noted “a significant positive relationship between firm 
value and the presence of women and minorities on boards,” and argued that the process through 
which board members were chosen had a significant impact on board diversity.3 

Amazon’s board formally recommended voting against the proposal in the upcoming annual 
shareholder meeting on May 30. The board argued that Amazon’s “commitment to diversity [was 
already] reflected in its existing director recruitment and evaluation process.”4 The board’s stance 
ignited an internal debate at Amazon. Several employees sent e-mails questioning the diversity of 
Amazon’s leadership relative to other high-profile technology companies, and demanding further 
action.5 Two top advisory firms to public company stockholders—Institutional Shareholder Services 
and Glass Lewis—remained divided on the issue, offering conflicting recommendations to the Board.6 

It was now close to the annual meeting, and the pressure from escalating media scrutiny was 
mounting. Amazon’s board needed to decide whether to stick with their recommendation or to 
reconsider their stance. They also needed to decipher how to approach the issue of diversity in 
nominating and selecting directors going forward. Their decisions were likely to hinge on the answers 
to several bigger questions. As a powerful multinational company, what role should Amazon play in 
promoting diversity in technology and business? What were the potential economic, legal, and social 
implications of the outcome? More fundamentally, how should organizations measure diversity? 

Amazon’s History 1994 - 1997 

Inception & Early Strategy 

In July 1994, Jeff Bezos and his wife MacKenzie left their Wall Street jobs, picked up their lives in 
New York, and moved to Seattle to start an online bookstore out of their garage.7 Bezos selected both 
the location and the product to give his budding online business a competitive edge. He chose Seattle 
so he could charge sales tax on only the small fraction of customers residing in Washington, since he 
would not be required to charge sales tax on out-of-state sales.8 Bezos chose to sell books, after 
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considering many potential products, because he felt they were most suited to online shopping. 
Customers, who at that time were usually skeptical about online shopping, knew that a book purchased 
online would be the same as a book found in a store. Amazon also had an advantage over brick-and-
mortar stores, who were not physically capable of offering the variety of books that Bezos could offer 
to his customers over the Internet.9 In July 1995 Bezos officially launched Amazon.com, an online 
bookselling site that promoted itself as “Earth’s Biggest Bookstore.”10 Bezos initially financed the 
company with $10,000 in personal savings and handled everything from sales to order assembly and 
delivery.11 

Prior to founding Amazon, Bezos was a vice president of D. E. Shaw & Co. (DESCO), a quantitative 
hedge fund founded in 1988 by computer science PhD David Shaw. DESCO specialized in applying 
high-tech methods to finance, so employees at DESCO were tech-savvy and often talked amongst 
themselves about how to harness the power of the Internet for online business.12 The idea behind 
Amazon originated from a conversation between Bezos and Shaw about how the Internet opened up 
the possibility of an online “everything store.”13 In a 1999 interview, Shaw reiterated what he and Bezos 
had discussed: “The idea was always that someone would be allowed to make a profit as an 
intermediary. The key question is: Who will get to be that middleman?”14 

Amazon’s early strategy centered on making e-commerce appealing for its first-time consumers, 
many of whom would have rarely or never made an online purchase before.15 Towards this end, 
Amazon sought to offer large product selection by listing over 1 million titles at heavily discounted 
prices in comparison to offline retailers. Amazon also made the purchase process simple and 
transparent by developing a check-out system, called One-Click, that allowed customers to create an 
account that saved their credit card and shipping information.16 Importantly, Amazon did not hold 
any inventory, as Bezos had exploited a loophole that allowed them to order one book at a time from 
distributors. As a result, they could offer a large title database while avoiding traditional order-to-cash 
cycle issues and high inventory risk.17 Within two months of launch, Amazon had shipped books to 
customers in all 50 U.S. states and 45 countries, and year-end sales had topped $500,000.18  

By 1997, internet companies were growing rapidly and attaining lofty valuations from investors.19 

In May of that year, Amazon issued its initial public offering, listing on the NASDAQ (ticker: AMZN) 
with an opening share price of $18 and market capitalization of approximately $438 million.20  Despite 
year-end revenues totaling $148 million, Amazon was still unprofitable with operating losses totaling 
$29 million. The IPO prospectus warned of continued unprofitability given anticipated investments in 
growth.21  

First Board of Directors 

On March 17, 1997, Amazon filed its S-1 prospectus in advance of its initial public offering, which 
included the proposed five-person Board of Directors:22 Jeff Bezos would serve as President, Chief 
Executive Officer, and Chairman of the Board.23 The four additional board members were pedigreed 
business leaders: Tom Alberg, Scott Cook, John Doerr, and Patricia Stonesifer.24 

• Alberg: a lawyer and business executive, with experience in finance, technology, media, and 
telecommunications, and Amazon.com’s first investor and board member.25 

• Cook: a Harvard MBA who was co-founder, President, and Chairman of the Board of Intuit, a 
financial software company.  

• Doerr: also a Harvard MBA, who was general partner at venture capital firm Kleiner Perkins 
and a director of Netscape, Intuit, and Sun Microsystems.  
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• Stonesifer: previously an executive in the media and consumer divisions at Microsoft and a 
director of Kinko’s.  

Alberg had been referred to Bezos by a friend of his who had heard about Amazon.com through an 
investment group while Bezos was contacting Seattle investors for the company’s first seed round.26 
Alberg was originally skeptical of the business plan because he loved walking around in brick-and-
mortar bookstores, but changed his mind after he failed to find a specific book for his son in stores.27 
Alberg claimed that while he had not anticipated what Amazon would become, he had immediately 
recognized Bezos as a great entrepreneur.28 Alberg was intimately involved with Amazon at the 
beginning, serving an advisory role in the early company. 

Doerr had heard about the company soon thereafter through a friend of Alberg’s, and flew up to 
Seattle to meet Bezos.29 He noted that Bezos’s personality was what made him decide to bet big on the 
fledgling company: “I walked in the door and this guy with a boisterous laugh who was just exuding 
energy comes bounding down the steps. In that moment, I wanted to be in business with Jeff.”30 Doerr 
would later go on to be one of Google’s first investors and board members in 1999.31 

Cook, the Chairman and CEO of Intuit, joined the board as Amazon’s fourth director in January 
1997.32 Both Intuit and Amazon were portfolio companies of Kleiner Perkins, so Cook was brought on 
to cross-populate its companies’ board directors in order to foster a collaborative, incubator 
environment.33 Since Cook also served on eBay’s board, he later left Amazon after it came into conflict 
with eBay while developing its auction platform.34 

Amazon’s fifth and final original board appointee was announced in February 1997.35 Patty 
Stonesifer, a Microsoft executive prominent in the Seattle technology community, announced her 
departure from Microsoft in late 1996.36 According to her, Jeff Bezos was among the first to reach out 
to her about potentially joining Amazon’s board.37 At the time of announcement, Bezos had remarked, 
“She brings a rare set of experiences to our board. Her exceptional success using technology to build 
leading consumer products and services, coupled with her knowledge of publishing, will be of great 
benefit to Amazon.com.”38  

The board had two committees.39 The Audit Committee, consisting of Alberg and Stonesifer, 
oversaw the selection of independent auditors and their work, reviewed company financial statements, 
and assessed internal controls.40 The Compensation Committee, consisting of Doerr and Stonesifer, 
presided over compensation and benefits for executive officers and employee stock options.41 

Growth & Expansion, 1997 - 2018 
By the time of its IPO in 1997, Amazon had several in-house initiatives to fuel growth. It introduced 

programs serving independent authors and publishers.42 Amazon Associates, launched in 1996, was 
the “first online affiliate program of its kind,” offering referral fees to ‘associates’ to drive traffic to 
Amazon’s website.43 By 1999, Amazon had become an e-retailer for movies, music, toys, electronics, 
apparel, and home goods; that year, sales were $1.6 billion on operating losses of $606 million.44 
Amazon continued to invest heavily in product assortment, customer service, fulfillment, and 
distribution; by 2000, it had opened 10 facilities spanning 4.5 million square feet.45  

By late 2000, the bust of the Dot.com bubble forced many e-retailers into bankruptcy; Amazon’s 
share price dropped from $100 to below $20.46 Bezos called for a formal strategic planning process and 
restructured operations—laying off 15% of employees, closing poorly performing distribution centers, 
and cutting unprofitable products. In the fourth quarter of 2001, the company finally turned a profit of 
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$5 million on sales over $1 billion. In 2002, sales reached $3.9 billion and Amazon posted its first yearly 
operating profit of $64 million.47 In 2003, Amazon posted its first full-year net profit of $35.5 million 
and operating profits of $267 million on revenues of $5.2 billion, with shares rising to $55.48 

As Amazon grew, its strategy evolved in two major ways.49 First, it aggressively expanded product 
lines, using the retail marketplace model and strategic partnerships to accelerate growth.50 Second, 
Amazon moved beyond a “sell all, carry few” strategy, also acting as a distributor.51 It continued to 
build out warehousing and self-distribution capabilities, seeking lower cost of goods via direct 
relationships with publishers and greater control over order fulfilment and thus over customer 
service.52 Bezos believed that leveraging its internet platform, growing customer base, brand, 
distribution strength, and technological innovations could allow Amazon to launch new e-commerce 
businesses quickly while maintaining high quality products and low incremental costs.53  

The next decade witnessed rapid growth in the breadth and depth of Amazon’s businesses. In 
apparel, Amazon acquired complementary e-retailers, launched private labels, and recruited leading 
brands such as Nike to the platform.54 In 2007, AmazonFresh was launched as a subscription fresh 
grocery delivery service.55 Amazon began expanding into digital media in 2005 with e-book 
publishing. In 2006, it began partnering with film studios to distribute content online. In 2010, it 
launched Amazon Studios to make original content, in 2011 Prime Video, and in 2014 Prime Music. 
That same year, former MTV executive Judith McGrath joined Amazon’s board, signaling Amazon’s 
serious entry into entertainment.56 Amazon also moved into hardware with the Kindle reader in 2007 
and later into devices for video, gaming, Internet, and even mobile phones. 57,58 Jon Rubinstein, an 
Amazon board member since 2010, had extensive experience in hardware, having served as CEO of 
smart-phone-maker Palm and having been intimately involved in the creation of the iPod while 
working at Apple.59 (See Exhibit 1 for a timeline of Amazon’s director appointments and some key 
strategic initiatives.) 

Amazon also introduced innovative business models and service offerings for both sellers and 
consumers. Amazon Marketplace, launched in 2000, had more than 1 million third-party retailers by 
the end of 2005.60 In 2005, the company had also launched Amazon Prime, an annual membership that 
offered 2-day delivery for over 1 million products, priced at $79.61 In 2006, Fulfillment by Amazon was 
launched, offering services to stock and fulfill orders for sellers and make products eligible for Prime 
2-day shipping.62 By 2009, there were nearly 2 million active sellers, accounting for 30% of units sold.63 
By 2013, Prime had over 10 million subscribers and over 20 million items listed.  

As sales and customers grew rapidly, Amazon pushed further outside its core retail business. It 
moved to vertically integrate further in areas such as fulfillment, distribution, and delivery. In 2012, it 
acquired robotic systems maker Kiva for $775 million to improve warehouse productivity.64,65 In 2015, 
Amazon moved to lease aircraft in order to fully own and operate its logistics network rather than rely 
solely on FedEx and USPS.66 In 2016, Amazon’s drone delivery service, Amazon Prime Air, was 
announced.67 Amazon also entered the infrastructure-as-a-service space, launching Amazon Web 
Services (AWS) in 2006. The cloud infrastructure service enabled websites and developers to defer large 
upfront investments, instead paying per usage for server and computing space.68 

In 2015, Amazon returned to its roots as a bookseller, opening its first physical bookstore in Seattle.69 
The stores used data from online purchases to decide which books to display on shelves.70 In addition, 
Amazon began experimenting with several other types of physical retail concepts: Amazon lockers 
(self-service Amazon package pick-up), pop-up shops in malls (to display new gadgets), and airport 
vending machines.71,72 By year-end 2017 and early 2018, Amazon was positioned as a leader in several 
categories:  
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• Amazon had become the largest U.S. apparel retailer.73 (See Exhibit 2 for a comparison of 
Amazon and Walmart’s market capitalization over time). 

• Amazon held 83% of the U.S. e-book market, was the second most popular video streaming 
service after Netflix, and the seventh largest music streaming service.74  

• There were over 100 million Prime members paying an annual fee of $119.75,76 More than 5 
billion Prime-eligible items were shipped worldwide annually, and 70% of Americans with 
incomes above $150,000 had Prime memberships.77 78 

• Amazon Marketplace unit sales exceeded 50% of all sales.79 
• Amazon had 15 physical bookstores in major U.S. cities totaling $1.3 billion in sales.80  
• Amazon was the largest cloud infrastructure company in the world, beating out its rivals 

Microsoft, IBM, and Google.81  
• Revenues from AWS, estimated to comprise over 40% of its Amazon’s total value, had 

surpassed $17.5 billion (10% of total sales).  
• By April 2018, Amazon’s share price peaked above $1,570, valuing the company at over $780 

billion.82 (See Exhibit 3 for Amazon’s Income Statements from 2013 through 2018.) 

Creation of the Amazon Culture  

Bezos took much of what he had learned at DESCO for his own startup, notably its hiring practices, 
which prioritized recruiting tech-savvy people from prestigious schools. Bezos recruited his first 
employees by posting a Usenet bulletin board, saying that he was looking for “extremely talented 
C/C++/Unix developers to help pioneer commerce on the Internet.” 83 He asked that potential recruits 
be able to work “in about one-third the time that most competent people think possible.”84 

Before Amazon’s IPO, Bezos poached high-powered executives from DESCO, Barnes & Noble, and 
Microsoft.85 The most notable employee added during this time was chief financial officer Joy Covey, 
who was described by Bezos’s biographer as Bezos’s “intellectual foil” and a “key architect of 
Amazon’s early expansion.”86 Covey epitomized Bezos’s hiring strategy: having run away from home 
and dropped out of high school to work as a grocery clerk, before eventually getting her joint J.D.-
M.B.A. from Harvard, she was only 33 when she guided Amazon through its IPO as its first CFO.  

However not all hires by Amazon turned out to be compatible to the corporate culture. In light of 
Amazon’s increased spending and losses shortly after their IPO, the board of directors suspected that 
the company needed a chief operating officer to balance out Bezos’s risk-oriented management style.87 
Although it was difficult to get Bezos on board with the idea at first, he eventually agreed, and the 
directors chose Joseph Galli Jr., who had been hired as a PepsiCo executive the day before Amazon’s 
poached him.88 Bezos planned to withdraw a bit to focus on his family and philanthropic efforts, so he 
restructured the company so everyone reported to Galli, who would in turn report to Bezos.89 In reality, 
Bezos never handed the reigns to Galli, who had expected more control rather than remaining in the 
shadow of Bezos and was sorely disappointed.90 , 91  

In addition to clashing with Bezos, Galli was tech illiterate and employees found him abrasive.92 As 
an example, just three months after he joined Amazon, Galli caused an outrage among staff by deciding 
to get rid of all of the Advil, Tylenol and Aspirin that were stocked in headquarters for Amazon 
employees.93 Galli deemed these painkillers to be an unnecessary expense for the firm and suggested 
that employees buy their own medicine. 94 However, he agreed to replace these products with a generic 
painkiller in the next employee meeting having conceded that he had misunderstood the company 
culture.95 It seemed that in an attempt to steer Amazon towards profitability, the board had created a 
mess in upper management; Galli left the firm after only 13 months, and Bezos was reinstated as the 
company president.96   
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While Bezos had an easygoing attitude – he often made jokes as he strolled the corporate hallways 
and was known for his booming laugh – he designed the company culture to keep employees 
motivated to meet his high expectations.97 Early Amazon employees especially had to prioritize the 
company’s success. Bezos expected employees to come in on the weekends, and awarded the ‘Just Do 
It’ award to employees who went beyond their typical job responsibilities to attempt something 
inventive, regardless of whether or not that attempt was successful.98 Many early executives left to 
have children, citing the company’s family unfriendly culture.99  

However, the ultimate boss at Amazon went by the internal nickname “the empty chair.”100 Bezos 
occasionally left one seat open at a conference table and told attendees that the seat was occupied by 
their customer, who was “the most important person in the room.” 101 Bezos enforced this customer-
centric focus in the company by following what he called the “culture of metrics” which gave that 
inanimate object a loud, clear voice.102 Amazon tracked its performance against about 500 measurable 
goals and nearly 80% related to customer objectives. 103 Bezos’s data-driven customer focus allowed 
him to take risks to innovate: “We are comfortable planting seeds and waiting for them to grow into 
trees,” he noted. “We don’t focus on the optics of the next quarter; we focus on what is going to be 
good for customers. I think this aspect of our culture is rare.” 104 

Considered required reading on Wall Street, Bezos’s letters to shareholders offered another window 
into the company’s culture and strategic outlook.105 In his 1997 letter, he predicted that Amazon’s high 
bar for employees would be the single most important element of its success.106 In the 1998 letter, Bezos 
said, “I constantly remind our employees to be afraid, to wake up every morning terrified. Not of our 
competition, but of our customers”.107 Frugality was as much a part of the Amazon culture as was the 
focus on customers. In his 2009 letter to shareholders, Bezos declared that Amazon had started a war 
on muda, the Japanese word for waste. 108 Bezos would always maintain an eerily tight rein on employee 
expenses, eschewing color printers in favor of trusty old black-and-white models. 109 Executives did 
not fly first class (though Bezos would sometimes rent private jets at his own expense). 110 Bezos also 
instituted a “two-pizza rule” for working teams: if it took more than two pizzas to feed the group, then 
the team was too big.111 Bezos realized that the more he could get rid of needless costs, the easier it 
would be to deliver rock-bottom prices to customers. 112 The strategy paid off, as evident by Amazon’s 
#1 ranking in the American Customer Satisfaction Index for the eighth year in a row. Bezos celebrated 
this achievement in his 2017 letter by thanking Amazon’s 560,000 employees for their “unrelenting 
customer obsession, ingenuity, and commitment to operational excellence.”113  

Future Strategies and Challenges 

By the mid-2010s, Amazon’s business consisted of 3 pillars: Amazon Prime, Amazon Web Services, 
and Marketplace, its third-party seller.114  In the 2017 letter to shareholders, Bezos outlined several 
additional key business units: voice, devices, video, music, fashion, grocery, convenience stores, and 
more. Industry analysts continued to speculate what would become the next ‘pillar.’ Many believed it 
would be platform opportunities in voice and voice-enabled apps (i.e. Alexa platform) and AI-as-a-
Service serving the cloud computing and developer community.115  Amazon’s foray into healthcare 
also drew attention, particularly with its partnership with JP Morgan and Berkshire Hathaway to 
improve employee health insurance and investment in genomics startup GRAIL.116 

In addition to developing new priorities, Amazon continued to build on its strengths in retail—not 
only with e-commerce but also with physical retail and consumer goods more broadly. In January 2018, 
Amazon opened its first cashier-less convenience store, branded AmazonGo, in Seattle, with plans to 
expand nationwide.117 Along with further expansion into food and grocery with the Whole Foods 
acquisition, Amazon continued to test its restaurant delivery service for Prime members.118 Amazon 
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also continued launching new apparel and consumer goods brands such as Good Threads, Paris 
Sunday, and more products under AmazonBasics.119  

Amazon’s growth strategy was also evolving. In 2017, Amazon had acquired 10 startups, more than 
any other year in its history.120  Many of the new acquisitions were geared towards supporting the 
rapidly growing AWS and cloud services business, voice devices, and AI offerings. Amazon’s overseas 
presence expanded through acquisitions of foreign competitors such as Dubai-based Souq.com, and 
through entry into foreign markets, such as India, where Amazon faced stiff competition from Flipkart 
(funded by Softbank, Tencent, and Microsoft among others that compete with Amazon in different 
ways).121 Amazon was also doubling-down on corporate investments with the launch of the Alexa 
Accelerator and an additional $100M committed to its Alexa Fund.122 

Amazon had held true to Bezos’s motto—“get big fast”— changing the way consumers shopped 
and becoming the largest e-commerce marketplace in the world.123 However, despite overwhelming 
business success—or perhaps because of it—criticism of Amazon mounted. Government regulators 
began publicly voicing concerns about corporate tax loopholes enjoyed by large tech companies, and 
about potentially monopolistic behavior amongst the likes of Amazon, Google, Apple, and 
Facebook.124 To maintain a positive public image, the company also had to confront sociocultural shifts 
and movements, including the topics of gender and racial equality.125 

Board Composition & Controversy 

Selection, Role and Composition of the Board at Amazon 

Amazon’s guidelines on ‘significant corporate governance issues’ stated that the Board of Directors 
is “responsible for the control and direction of the Company. It represents and is accountable only to 
shareowners. The Board’s primary purpose is to build long-term shareholder value.”126 Amazon’s 
commitment to board diversity was reflected in its director selection process, which it described as 
follows: 127 

(1) The full Board nominated candidates for election to the board based on the 
recommendation of the Nominating and Corporate Governance Committee. The 
Committee consisted of at least two directors meeting NASDAQ requirements for 
independence.  

(2) The Committee annually reviewed tenure, performance, and contributions of current 
Board members and considered each director’s qualifications and skills relative to 
Company needs with the goal of creating a “Board with a diversity of experience and 
perspectives, including diversity with respect to race, gender, geography, and areas of 
expertise.”  

(3) The Committee “includes, and has any search firm that it engages include, women and 
minority candidates in the pool from which the Committee selects director candidates.” 

The Committee looked for several skills and qualifications in an individual that they deemed 
important in a member of Amazon’s board. These included, “a commitment to representing the long-
term interests of the shareowners; customer experience skills; Internet savvy; an inquisitive and 
objective perspective; the willingness to take appropriate risks; leadership ability; human capital 
management; personal and professional ethics, integrity and values; practical wisdom and sound 
judgment; and business and professional experience in fields such as operations, technology, 
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finance/accounting, or marketing.”128Between 1997 and 2018, 18 different people had served on 
Amazon’s board during the company’s lifetime, including Bezos as Chairman, Alberg, and Stonesifer, 
all three serving for the entirety of the 30-year period.129 The board at its smallest had five directors, 
and at its largest had 11 directors.130 Of the 13 additional directors that rotated through the board 
during this time period, only three were female.131 Myrtle Potter, an executive at Genentech, was 
appointed to the board in 2004, serving a five-year term. She was also the only non-Caucasian board 
member ever appointed as of 2018, the year of the shareholder vote on board diversity.132 Jamie 
Gorelick, a former U.S. deputy attorney general, was appointed in 2012, and Judith McGrath, a media 
executive, was appointed in 2014. With Stonesifer, Gorelick, and McGrath all active board directors in 
2017, female representation on Amazon’s board peaked at 30%.133 At the same time, all 10 directors 
were Caucasian.134 (See Exhibits 4 and 5 for board director biographies in 1997 and 2018). 

As of 2017, median pay for board directors of 100 of the largest U.S. companies was $290,000.135 
Amazon’s board directors however were not salaried and received no cash compensation, though 
“reasonable expenses” for attending meetings were covered.136 Stock grants were also awarded per the 
1997 Stock Incentive Plan at the discretion of the board.137 The stated purpose of this plan was to 
“enhance the long-term stockholder value of Amazon.com, Inc.” by offering opportunities “to 
participate in the Company’s growth and success, and to encourage them to remain in the service of 
the Company and its Subsidiaries and to acquire and maintain stock ownership in the Company.”138 
Stock awards were reported in aggregate at fair value in the year granted although grants vested over 
several years (See Exhibit 6 for a sample compensation disclosure for Amazon’s Board of Directors). 

2018 Shareholder Proposal on Board Diversity 

The 2018 proxy season was forecasted to be one of activism.139 The #MeToo movement, which 
began with sexual misconduct allegations against Harvey Weinstein, brought gender-related issues 
into public dialogue and to investors’ attention.140 The movement gained publicity, as more women 
reported long-standing abuses by powerful men in entertainment, politics, and business.141  Among 
them was head of Amazon Studios, Roy Price, who resigned days after the #MeToo began, after being 
accused of sexual assault.142 In Nov. 2017, spurred by these allegations, the investor coalition CtW 
Investment Group authored a letter to Amazon’s board of directors calling for further action to address 
issues of diversity and inclusion.143 In April 2018, CtW followed this with a non-binding shareholder 
proposal, which would require Amazon to include women and people of color among candidates every 
time a board director role became vacant.144 (See Exhibit 7 for the letter to shareholders).a The proposal 
was similar to the NFL’s “Rooney Rule,” which was instituted in 2003 and required every team to 
interview at least one minority candidate for open head coach or general manager positions.145  

Founded in 2006, CtW Investment Group advocated for corporate accountability in order to protect 
the long-term value of pension plans associated with Change to Win, a union advocacy group.146 CtW 
argued that “shareholder activism can improve long-term performance—particularly those of worker 
funds that are broadly diversified across the whole market.”147 While CtW was not a fiduciary for any 

 
a Shareholder proposals were one mechanism for shareholders to submit a recommendation for a specific course of action on the 
ballot at a public company’s annual shareholder meeting. As per U.S regulations, shareholders holding at least $2,000 worth of 
shares, or 1% of the shares with voting rights for at least one year could file shareholder proposals. Shareholder proposals usually 
dealt with issues of corporate social responsibility or corporate governance and were submitted according to the Exchange Rule 
14a-8. The Securities and Exchange Commission allowed corporate boards to exclude a proposal for a certain number of reasons, 
such as if the proposal suggestion was illegal, irrelevant or violated proxy rules. (Source: “SEC.Gov | Small Entity Compliance 
Guide Exchange Act Rule 14a-8(i)(8),” accessed March 3, 2020, https://www.sec.gov/info/smallbus/secg/rule14a-8i8-
secg.htm.) 
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particular plan or fund, the funds CtW worked with collectively held over $250 billion in assets.148 
They focused on major transactions, board and C-suite appointments, executive compensation, and 
environmental impact, among other issues.149, b  

At the time of the proposal, all 10 board members of Amazon were white, and seven of 10 directors 
were men.150 Since Amazon did not have any people of color on its board or in executive leadership, 
many contended that this did not constitute sufficient diversity on an absolute or relative basis. Further, 
of Amazon’s 18 highest-ranking executives, only one was a woman.151 (See Exhibits 8 and 9 for the 
trend over time in women and minority directors on Amazon’s board). Amazon responded to the 
proposal citing that its director recruitment process already considers “diversity with respect to race, 
gender, geography, and areas of expertise.”152 Amazon said it was proud of its diverse board and that 
it was rejecting the proposal because adopting it “would not be an effective and prudent use of the 
Company’s time and resources.”153  

The matter-of-fact response spurred strongly negative reactions from many Amazon employees, 
the media, lawmakers and the public.154 (See Exhibit 10 for the official proposal and board response). 
Several members of the Congressional Black Caucus expressed frustration over Amazon’s decision in 
a letter to the company.155 The Caucus urged Amazon to reconsider its position, stating that 
implementing the Rooney Rule “should be the floor, not the ceiling” for diversity efforts.156 The 
Congressional Hispanic Caucus also sent a similar letter asking Amazon to take responsibility for 
increasing diversity among its executives.157  

Glass Lewis and Institutional Shareholder Services (ISS)—two of the most prominent and influential 
proxy advisory firms – also weighed in on the proposal.c Each had their own evolving model of what 
they considered ‘good governance.’158 In Nov. 2017, Glass Lewis updated its gender diversity policy 
for all meetings to be held after Jan. 1, 2019, stating that it would “recommend voting against the 
nominating committee chair of a board that has no female members” unless a strong rationale or plan 
for changing this is presented.159 ISS’s latest policies cited a need for diversity of perspective, but only 
planned to highlight boards with no women, and not make an adverse vote recommendation based 
solely on lack of gender diversity.160 Ultimately, Glass Lewis recommended voting against the 
proposal, citing Amazon’s existing policy of considering race and gender in selection and citing that 
Amazon’s board already included three women.161 However, ISS favored the proposal, stating, 
“Shareholders would benefit from having the board adopt a policy to ensure diverse candidates.”162  

Two of Amazon’s largest shareholders, The Vanguard Group and BlackRock, were also actively in 
favor of gender diversity in corporations.d As of Feb. 2018, Vanguard held 27.9 million shares of 
common stock and represented 5.8% of the company, and BlackRock held 24.5 million shares 
representing 5.1% of the company.163 In Aug. 2017, Vanguard reported publicly that it had joined the 

 
b In the recent past CtW had advised shareholders of other major companies like Tesla and Equifax to reconsider the composition 
of their boards. For instance, in 2017, CtW recommended that Tesla’s shareholders vote against the reelection of three of Tesla’s 
directors; all three directors were reelected at the following shareholder meeting. (Source: “CtW Letter to Tesla Shareholders,” 
CtW Investment Group, accessed March 23, 2020, https://ctwinvestmentgroup.com/engagements-all/ctw-letter-to-tesla-
shareholders.) 

c Proxy advisory firms provided research and recommendations to institutional investors on proxy votes. Companies relied on 
proxy advisory firms to different extents. Some relied more heavily or even exclusively on the recommendations of proxy 
advisors for deciding how to vote, while others had their own in-house proxy voting and stewardship functions. The latter 
utilized the research from proxy advisory firms as an input into their investment stewardship process. 

d Almost 60 percent of Amazon’s shares were held by institutions, with 3,928 institutions holding stock in total. (Source: 
“Amazon.Com, Inc., Schedule 14A,” April 19, 2018, 
https://www.sec.gov/Archives/edgar/data/1018724/000119312518121077/d514607ddef14a.htm.) 
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30% Club, an organization that promoted greater female representation in executive and board roles, 
after adding two new female board members that July.164 In Feb. 2018, BlackRock set forth a new set of 
proxy voting guidelines calling for its portfolio companies to have diverse boards—“we would 
normally expect to see at least two women directors on every board.”165  

Market Trends in Board Diversity 

The push for board diversity from investors at Amazon was not surprising given the growing focus 
on diversity in the C-suite and on U.S. public company boards over the last few years.166 A 2018 
investor outreach by EY noted that one of the top priorities for institutional investors in 2018 included 
a focus on board composition, particularly with respect to diversity: “[I]nvestors continue to call for 
enhanced diversity in director characteristics and experience. This may include gender, race and 
ethnicity, age, nationality and geography, socio-economic backgrounds or other forms of diversity, but 
gender was most commonly cited.”167   

Investors supporting the case for more diversity depended on the results from various studies, 
notably one by McKinsey in 2015, which found that companies in the top quartile for gender and 
racial/ethnic diversity were 15 percent and 35 percent, respectively, more likely to have financial 
returns above their national industry median.168 With respect to board diversity in particular, MSCI 
Inc.’s 2016 Women on Board’s Report found that U.S. companies that began the five-year period from 
2011–2016 with at least three women on its board (three was deemed the “tipping point” needed for 
female directors to exert influence on a board) experienced a 10-percent increase in ROE and a 37-
percent gain in EPS. In contrast, those without female directors experienced a -1 and -8 percent decline 
respectively.169 However, only 30% of executives thought that diversity had a positive effect on their 
financial performance, according to a 2016 Oxford Economics survey.170 And despite finding that 
companies in the top quartile for diversity (gender or ethnic) had above industry median financial 
returns, a 2016 McKinsey report noted that “correlation does not equal causation (greater gender and 
ethnic diversity in corporate leadership doesn’t automatically translate into more profit).”171    

In support of greater corporate diversity, several states, such Massachusetts, Illinois, Pennsylvania 
and Colorado, had introduced non-binding resolutions encouraging diversity on company boards.172 
California, despite opposition from several businesses, was close to signing a law mandating a certain 
proportion of corporate boards domiciled in the state be comprised of women. In the words of 
California’s governor Jerry Brown, “Given all the special privileges that corporations have enjoyed for 
so long, it’s high time corporate boards include the people who constitute more than half the ‘persons’ 
in America,”.173 This movement towards ensuring that certain board seats be reserved for women and 
minorities was not without contention. California’s Chamber of Commerce, argued that a quota based 
solely on gender takes into account only one element of diversity and would violate the U.S. and 
California constitutions because it could conceivably put companies in the position of turning down a 
male board candidate or displacing a male board member based on his sex.174  

Nevertheless, proponents of more diversity in the boardroom were heartened by the progress they 
saw. According to a multiyear study published by the Alliance for Board Diversity (ABD) in 
collaboration with Deloitte, the number of Fortune 500 companies with more than 40 percent diversity 
has more than doubled since 2012, from 69 to 145.175 In 2018, women and minorities held an all-time 
high of 1,929 seats on Fortune 500 boards (about 31%), as compared to 1,677 board seats in 2016. 176 
Total minority representation had also increased from 12.8% in 2010 (when the Fortune 500 data were 
first compiled) to 16.1% in 2018. (See Exhibit 11 for the trend in Fortune 500 board seats from 2010-
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2018).177 Similarly, 87% of S&P500 boards had at least two women in 2018, as compared to 56% in 
2008.178 On average, S&P500 boards had 2.6 women directors in 2018, as compared to 1.7 in 2008.179 

A large part of this progress was due to shareholder activism. For example, two large institutional 
investors, the California Public Employees’ Retirement System, the largest public pension fund in the 
U.S., and the California State Teacher’s Retirement System, the largest teachers’ retirement fund in the 
U.S., had proactively called for more women directors in the companies they invest in.180 Still, 
according to many advocates of gender equality, the progress was not at a desired pace. “We are on 
pace right now to reach gender parity in boardrooms by 2055,” noted Shannon Gordon, CEO of 
TheBoardliste, “So we are just not where we need to be.”181   

Amazon’s Decision 

With rising media attention and increasing scrutiny from institutional investors, Amazon’s board 
of directors needed to decide how to proceed on their recommendation regarding CtW’s proposal. As 
the board met in mid-May to debate this issue, they considered some key implications of adding more 
women and minorities on their board. How would the focus on diversity, as defined by the shareholder 
proposal, impact board effectiveness, company profitability and culture? Should Amazon consider the 
view that board composition needed to evolve organically with an organization’s strategic direction, 
or should they follow the Rooney Rule going forward? Moreover, how would the latter strategy affect 
the behaviors of women and minority members of the board? 

 

 

 
e TheBoardlist connected executives and investors with qualified women who may not otherwise be considered for board 
appointments.  
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Exhibit 2 Walmart and Amazon’s Market Capitalizations. 

 
Source: Capital IQ. 

Note:  Amazon’s market capitalization surpassed that of Walmart in 2015. 
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Exhibit 3 Amazon’s Income Statement, 2013 to 2018 

 12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 12/31/2018 

Total Revenues 74452 88988 107006 135987 177866 232887 

Cost Of Goods Sold 54181 62752 71651 88265 111934 139156 

Gross Profit 20271 26236 35355 47722 65932 93731 

Selling General & 
Admin Exp. 

12847 16650 20411 27284 38992 52177 

R & D Exp. 6565 9275 12540 16085 22620 28837 

Other Operating 
Expense/(Income) 

114 133 171 167 214 296 

Other Operating Exp., 
Total 

19526 26058 33122 43536 61826 81310 

Operating Income 745 178 2233 4186 4106 12421 

Interest Expense -141 -210 -459 -484 -848 -1417 

Interest and Invest. 
Income 

38 39 50 100 202 440 

Net Interest Exp. -103 -171 -409 -384 -646 -977 

Income / (Loss) from 
Affiliates 

-71 37 -22 -96 -4 9 

Currency Exchange 
Gains (Loss) 

-137 -127 -266 21 247 -206 

Other Non-Operating 
Inc. (Exp.) 

2 11 15 9 -21 17 

EBT Excl Unusual 
Items 

436 -72 1551 3736 3682 11264 

Gain (Loss) On Sale Of 
Invest. 

-1 -2 -5 60 120 6 

Gain (Loss) On Sale Of 
Assets 

0 0 0 0 0 0 

EBT Incl Unusual Items 435 -74 1546 3796 3802 11270 

Income Tax Expense 161 167 950 1425 769 1197 

Net Income to 
Company 

274 -241 596 2371 3033 10073 

Basic EPS 0.59956 -0.52165 1.27623 5.00211 6.31875 20.68378 

Basic EPS Excl. Extra 
Items 

0.59956 -0.52165 1.27623 5.00211 6.31875 20.68378 
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Exhibit 3 (cont.) 

 12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 12/31/2018 

Weighted Avg. Basic 
Shares Out. 

457 462 467 474 480 487 

Diluted EPS 0.59 -0.52165 1.25 4.9 6.15 20.14 

Weighted Avg. Diluted 
Shares Out. 

465 462 477 484 493 500 

Normalized Basic EPS 0.59628 -0.0974 2.07575 4.92616 4.79427 14.45585 

Normalized Diluted 
EPS 

0.58602 -0.0974 2.03223 4.82438 4.66785 14.08 

Shares per Depository 
Receipt 

0.5 0.5 0.5 0.5 0.5 0.5 

Revenues per Share 162.91466 192.61472 229.1349 286.89241 370.55417 478.20739 

Advertising Expense 2400 3300 3800 0 0 0 

Marketing Expense 645 907 1264 6910 9558 13045 

Selling And Marketing 
Expense 

3133 4332 5254 7233 10069 13814 

General and 
Administrative 
Expense 

1129 1552 1747 2432 3674 4336 

R&D Expense (Foot 
Note) 

451 559 635 16085 22620 28837 

Net Rental Expense, 
Total 

759 961 1100 1400 2200 3400 

Imputed Oper. Lease 
Interest Exp 

165.54701 161.90928 256.2824 285.8688 462.6336 825.3296 

Imputed Oper. Lease 
Depreciation 

593.45299 799.09072 843.7176 1114.1312 1737.3664 2574.6704 

Stock-Based Comp., 
R&D Exp 

603 804 1224 1664 2305 2888 

Stock-Based Comp., 
S&M Exp 

88 125 190 323 511 769 

Stock-Based Comp., 
G&A Exp 

149 193 223 315 441 567 

Stock-Based Comp., 
SG&A Exp 

294 375 482 657 911 1121 

Stock-Based Comp., 
Total 

1134 1497 2119 2975 4215 5418 

Stock Based Comp. 
Exp., Before Tax 

1134 1497 2119 2975 4215 5418 

Stock Based Comp. 
Exp. Tax Effect 

0 0 -593 -907 -860 -1100 

Stock Based Comp. 
Exp., After Tax 

0 0 1526 2068 3355 4318 

Source: Amazon’s SEC Filings, 2013 – 2018.  
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Exhibit 4 Amazon’s Board of Directors with Biographies, 1997
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Source: Images of Bezos and Stonesifer: Amazon Investor Relations, https://ir.aboutamazon.com/ (accessed Feb. 2020). 

Image of Cook: Intuit website, https://www.intuit.com/company/executives/ (accessed Feb. 2020). 
Image of Doerr: Vox, Courtesy of Kleiner Perkins, https://www.vox.com/2018/5/14/17350538/john-doerr-
measure-what-matters-book-kleiner-perkins-okrs-kara-swisher-teddy-schleifer-podcast (accessed Jan. 2020). 
Image of Alberg: Madrona Venture Group, https://www.madrona.com/team-profiles/tom-alberg/ (accessed Feb. 
2020). 

 Text Sources: Compiled from Capital IQ professional summaries; Forbes profiles; “Who’s Who on Obama’s New 
Economic Advisory Board,” LA Times Blogs - Money & Company (blog), February 6, 2009 ; “Short: Stonesifer Joins 
Amazon.Com’s Board,” CNET, accessed October 30, 2019 ; “Patty Stonesifer Leaving Martha’s Table,” Washington 
Business Journal, accessed October 30, 2019; “Patty Stonesifer,” The Rockefeller Foundation, accessed October 30, 
2019 ; “Tom Alberg,” Madrona Venture Group, accessed October 30, 2019.   
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Exhibit 5 Amazon’s Board of Directors with Biographies, 2018 
Directors include Jeff Bezos, Patricia Stonesifer, and Tom Alberg (See Exhibit 4) 
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Source:  Images of Rubinstein, Huttenlocher, Ryder, Gorelick, McGrath, and Weeks: Amazon’s Investor Relations page, 

https://ir.aboutamazon.com/ (accessed Feb. 2020). 
Image of Seely Brown: Pacific Standard, https://psmag.com/author/john-seely-brown (accessed Feb. 2020). 

 Text Sources: Compiled from John Seely Brown’s website; “Center for the Edge,” Deloitte United States, accessed 
October 30, 2019;  Richard Feloni Levy Rachael, “A Former Steve Jobs Lieutenant Is Stepping down from a Key Role 
at the World’s Largest Hedge Fund after Just 10 Months,” Business Insider; Pui-Wing Tam, “Apple’s Podfather’ 
Now Aims to Revive A Wilting Palm,” Wall Street Journal, December 13, 2007, sec. News; Chris Ziegler, “Pre to 
Postmortem: The inside Story of the Death of Palm and WebOS,” The Verge, June 5, 2012; Joshua Topolsky, “The 
Exit Interview with Jon Rubinstein: ‘What We Accomplished Has Been Amazing,’” The Verge, January 27, 2012; 
Levy, “A Former Steve Jobs Lieutenant Is Stepping down from a Key Role at the World’s Largest Hedge Fund after 
Just 10 Months”; “Amazon Names Cornell Tech Founding Dean and Xerox Veteran Daniel Huttenlocher to Board,” 
GeekWire, September 8, 2016; “Dan Huttenlocher Named Inaugural Dean of MIT Schwarzman College of 
Computing,” MIT News; “The Professor Leading New York City’s Answer to MIT,” Financial Times, August 21, 
2015; “Thomas O. Ryder, Chairman and CEO of the Reader’s Digest Association, Elected to Amazon.Com Board of 
Directors,” Business Wire, November 6, 2002; “Amazon Board Adds Jamie Gorelick, Former Fannie Mae and DOJ 
Official – GeekWire,” accessed December 4, 2019; Ryan Mac, “Amazon Board Now 30% Women With Election Of 
Former MTV CEO Judy McGrath,” Forbes, accessed December 4, 2019; “Judy McGrath Recruits Former MTV Exec 
for New Sony Venture (Exclusive),” The Hollywood Reporter, accessed December 4, 2019;  ABC News, “What Does 
Amazon’s Newest Board Member Bring?,” ABC News, accessed December 4, 2019; “Wendell P Weeks, Corning Inc: 
Profile and Biography,” Bloomberg.com ; “Wendell P. Weeks, MBA 1987 - Alumni - Harvard Business School.”   
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Exhibit 6 Amazon Board Director Compensation, 2013 to 2018. 

 
Awards ($) 

2013 2014 2015 2016 2017 

Jeffrey Bezos      
Tom Alberg 769,572   793,087  
Patricia Stonesifer  769,572   793,087  
Thomas Ryder  769,572   793,087  
William Gordon  769,572    883,209 
John Seely Brown   979,395   
Alain Monie   979,395   
Jonathan Rubinstein 769,572   793,087  
Jamie Gorelick    979,395   
Judith McGrath   797,000   890,632 
Daniel Huttenlocher    890,730  
Wendell Weeks    676,125  

Source:  Company SEC Filings, 2013-2018.  

Note: “Current” denotes that the individual served as a board director in the year referenced. Stock awards are “reported at 
aggregate grant date fair value in the year granted, as determined under applicable accounting standards. Grant date 
fair value for restricted stock units is determined based on the number of shares granted multiplied by the average of 
the high and the low trading price of common stock of the Company on the grant date, without regard to the fact that 
the grants vest over a number of years.”; “Mr. Bezos does not receive any compensation for his services as a director 
in addition to his compensation as Chief Executive Officer.”; “All of the unvested restricted stock units granted to 
Mr. Gordon for his service as a director were cancelled in March 2017 when he ceased to serve as a director.” 
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Exhibit 7 CtW Investment Group’s Letter to Shareholders, April 27, 2018. 

We urge you to join us in voting FOR Item 4 “Shareholder Proposal Regarding Diverse Board Candidates,” at 
Amazon.com, Inc.’s 2018 Annual Meeting of Shareholders on May 30, 2018. This proposal calls on the Amazon 
board of directors to implement a “Rooney Rule” requiring that the initial list of candidates from which new 
management-supported director nominees are chosen should include (but need not be limited to) qualified women 
and minority candidates. The Rooney Rule originated in the National Football League, where teams are required 
to interview at least one minority candidate for any open head coaching or general manager position. In the 
corporate sector, the Rooney Rule has been successfully implemented in the director search process by many 
companies, including Microsoft and Costco. 

Shareholders have long believed that embracing diversity will benefit companies by providing greater access 
to talent, harnessing existing talent more effectively, and improving decision making by reducing groupthink and 
similar psychological biases. There is now ample evidence in support of this belief: in a 2017 study of over 1,000 
corporations in 12 countries, McKinsey found that companies with the most diverse leadership (top quartile) for 
gender were 21% more likely to earn above average profits, while those in the top quartile for ethnic/cultural 
diversity were 33% more likely to outperform. Moreover, McKinsey found that companies in the bottom tier of 
leadership diversity (assessed on both gender and ethnic/cultural) were 29% less likely to achieve above average 
profitability than all companies studied. Research from a wide variety of sources, including the law firm Paul 
Hastings, the Peterson Institute for International Economics, and Credit Suisse, further bolsters the shareholder 
case for diversity. 

While Amazon’s board articulates support for diversity among directors and executives, it has failed 
to translate that verbal support into practical action. In particular, the Amazon board does not include any racial 
or ethnic minority directors. This stands in contrast to the 17 retail, Internet, technology, and media companies 
Amazon identifies as peers in its current proxy statement, each of which has at least one director of color, while 10 
of the 17 have at least three directors of color. Additionally, only six of Amazon’s top 105 executives are Asian, 
only one is Hispanic or Latino, and none are Black or African American.  The underrepresentation of people of 
color in Amazon’s leadership is at odds with its U.S. workforce, which is fairly diverse (21% Black, 13% Asian, 
13% Hispanic), and may limit the board and the executive team’s ability to identify business opportunities and 
risks: for instance, in 2016 Bloomberg found that in six major same-day delivery cities, Amazon’s service area 
excluded predominantly Black zip codes (Amazon has subsequently expanded same-day delivery in at least three 
of these cities), while a report by Color of Change found that Amazon’s streaming service was one of eight 
networks at which more than 90% of shows had zero or one Black writer, and that only one of 16 Amazon shows 
examined had a non-white showrunner. 

Though the Amazon board includes three female directors, among its 17 self-identified peers, a majority (nine 
of 17) have four or more female directors. Moreover, Amazon’s ongoing diversity and inclusion issues suggest the 
company could use more women in leadership. According to the New York Times, only one of the 16 executives 
reporting directly to the CEO is a woman, while Amazon’s EEOC filings indicate that only 23 of Amazon’s top 105 
executives are women (22%). Again, Amazon’s leadership is less diverse than its workforce: women comprise 39% 
of Amazon employees globally. The website Fairygoodboss.com, which allows women to rate their employers in 
terms of fairness and opportunity, has ranked Amazon far behind its major technology peers in each of the last 
two years. Finally, the Roy Price sexual harassment scandal–in which Amazon was aware of Mr. Price’s harassing 
behavior for nearly two years before taking action to remove him–evinces a further basis for concern that the 
company has not established a tone at the top which regards harassment as unacceptable and diversity as a critical 
goal. 

With six director departures in the last 10 years, Amazon has had numerous opportunities to add gender, 
racial, and ethnic diversity to its board. In addition, its corporate governance guidelines have stated that “the 
Nominating and Corporate Governance Committee… seeks out candidates with a diversity of experience and 
perspectives” during that entire period. But the low-diversity status quo has persisted. Amazon’s two most recent 
director appointments have been white men, both initially recommended by existing Amazon directors. In fact, 
the last time Amazon disclosed that a new director was not initially recommended by an existing director was 
2010 (with the exception that Amazon provided no disclosure for an appointment in 2014). Board diversity at 
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Amazon would be promoted by more meaningful external searches that also include women and minorities as 
candidates. For example, at Microsoft and Costco, the Rooney Rule has contributed to diverse director 
appointments: after adopting new policies, Microsoft has appointed three men and three women, one of whom is 
a person of color, and Costco has appointed one woman and two men, one of whom is a person of color. 

Our Rooney Rule proposal establishes a modest but demonstrably effective requirement that we believe will 
accelerate the transition from talk to action at Amazon. Please join us in voting FOR Item 4 “Shareholder Proposal 
Regarding Diverse Candidates.” 

Sincerely, 

Dieter Waizenegger                                                                              Mary Kay Henry 
      Executive Director, CtW Investment Group                                     Trustee, SEIU Pension Plans Master Trust 

 

Source: SEC Filings, https://www.sec.gov/Archives/edgar/data/1018724/000137773918000013/amzn_dearsh.htm. 
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Exhibit 8 Amazon’s Board Diversity over Time  

 
Source: Amazon’s SEC Filings, 1997 – 2018. 
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Exhibit 10 Shareholder Proposal Regarding Diverse Board Candidates 

Beginning of Shareholder Proposal and Statement of Support: 

Resolved: Shareholders request that the Board […] adopt a policy for improving board diversity (the “Policy”) requiring 
that the initial list of candidates from which new 14 management-supported director nominees are chosen (the “Initial List”) 
[…] should include (but need not be limited to) qualified women and minority candidates. […]  

Supporting Statement 

A growing body of empirical research indicates a significant positive relationship between firm value and the presence 
of women and minorities on boards. […] At present, the board of Amazon.com, Inc. includes no racial or ethnic minorities, 
according to data from Institutional Shareholder Services, and just three women. 

The New York Times has also reported that only one of the sixteen senior executives reporting to the CEO is a woman, 
compared to three of fifteen executives reporting to the CEO at Microsoft, and six of eighteen at Apple. We believe that 
companies with a strong commitment to diversity throughout the organization enhance their long-term value by reducing 
their potential legal and reputational risks associated with workplace discrimination – including sexual harassment – and 
building a reputation as a fair employer. 

[…] The Policy we propose resembles the Rooney Rule in the National Football League (NFL), which requires teams to 
interview minority candidates for head coaching and senior football operations openings. While corporate boards may face 
differing circumstances, it is difficult to ignore the positive impact of the Rooney Rule on diversity. In the twelve years before 
the Rule was implemented, the NFL had four minority head coaches and one minority general manager. Twelve years after 
its adoption, the NFL had sixteen minority head coaches and eight minority general managers.  

Policies like the one advanced in this Proposal have been adopted by the nominating and governance committees of 
Gentex Corporation, Costco Wholesale Corporation, Home Depot, Whole Foods Market, IDEXX Labs, Stryker Corporation 
and Neogen Corporation. We urge shareholders to vote for this proposal. 

End of Shareholder Proposal and Statement of Support  

Recommendation of the Board of Directors on Item 4  

The Board of Directors recommends that you vote against this proposal.  

Amazon’s commitment to diversity is reflected in our existing director recruitment and evaluation process. [Amazon] 
annually reviews the tenure, performance, and contributions of existing Board members to the extent they are candidates 
for re-election, and considers all aspects of each candidate’s qualifications and skills in the context of the Company’s needs 
at that point in time and […] seeks out candidates with a diversity of experience and perspectives, including diversity with 
respect to race, gender, geography, and areas of expertise. When considering candidates as potential Board members, the 
Board and the Nominating and Corporate Governance Committee evaluate the candidates’ ability to contribute to our 
Board’s diversity. The Board assesses its effectiveness in this regard as part of its annual Board and director evaluation 
process. Currently, one-third of our independent directors are women.  

Among the qualifications and skills of a candidate considered important by the Nominating and Corporate Governance 
Committee are: a commitment to representing the long-term interests of shareholders; customer experience skills; Internet 
savvy; an inquisitive and objective perspective; the willingness to take appropriate risks; leadership ability; personal and 
professional ethics, integrity, and values; practical wisdom and sound judgment; and business and professional experience 
in fields such as operations, technology, finance/accounting, product development, intellectual property, law, multimedia 
entertainment, and marketing.  

Our processes for nominating directors involve complex considerations that are designed to advance the long-term 
interests of shareholders. We are strongly committed to providing equal opportunity; and we are proud of our diverse Board. 
Diversity is a cornerstone of our continued success, and we benefit from the diverse perspectives of our directors.  

Given our commitment to equality and the nature of our business, the Board believes that adoption of the policy 
requested by the proposal would not be an effective and prudent use of the Company’s time and resources. 

THE BOARD RECOMMENDS THAT YOU VOTE “AGAINST” THIS PROPOSAL REGARDING DIVERSE BOARD 
CANDIDATES. 

Source: SEC filings, https://ir.aboutamazon.com/static-files/3af60b72-8be7-4dad-aef9-dd87b94a60f0. 
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Exhibit 11 Diversity of Fortune 500 Boards, 2010 to 2018. 

 2010 2012 2016 2018 

 # % # % # % # % 
Total men 4,607 84.30% 4,575 83.40% 4,340 79.80% 4,392 77.50% 
Total women 856 15.70% 913 16.60% 1,100 20.20% 1,278 22.50% 
Women and minorities 1,395 25.50% 1,468 26.70% 1,677 30.80% 1,929 34% 
Minority men 539 9.90% 555 10.10% 577 10.60% 651 11.50% 
Minority women 161 2.90% 176 3.20% 207 3.80% 261 4.60% 
Minorities 700 12.80% 731 13.30% 784 14.40% 912 16.10% 
Total board seats 5,463  5,488  5,440  5,670 0 

Source: ‘The Missing Pieces Report: The 2018 Board Diversity Census of Women and Minorities on Fortune 500 Boards,’ 
Deloitte and the Alliance for Board Diversity. 

Note: Fortune 500 analyses are based on data from 490 companies in the Fortune 500. Results were accurate within one-tenth 
of a percent. Percentages may not sum to 100 because of rounding. 
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On April 27, 2018, activist shareholder CtW investment group sent a letter to the shareholders of e-commerce giant Amazon urging them to vote in favor of a proposal aimed at increasing Amazon’s board diversity.[endnoteRef:2] The shareholder proposal requested that the initial list of candidates from which director nominees were chosen included, but was not limited to, qualified women and minority candidates.[endnoteRef:3] In the proposal, the shareholders noted “a significant positive relationship between firm value and the presence of women and minorities on boards,” and argued that the process through which board members were chosen had a significant impact on board diversity.[endnoteRef:4] [2:  CTW1900, “CtW Letter to Amazon Shareholders to Vote for Proposal on Board Diversity,” CtW Investment Group (blog), April 27, 2018, http://ctwinvestmentgroup.com/2018/04/ctw-letter-amazon-shareholders-re-board-diversity/.]  [3:  CTW1900.]  [4:  “Amazon.Com, Inc., Schedule 14A,” April 19, 2018, https://www.sec.gov/Archives/edgar/data/1018724/000119312518121077/d514607ddef14a.htm.] 


Amazon’s board formally recommended voting against the proposal in the upcoming annual shareholder meeting on May 30. The board argued that Amazon’s “commitment to diversity [was already] reflected in its existing director recruitment and evaluation process.”[endnoteRef:5] The board’s stance ignited an internal debate at Amazon. Several employees sent e-mails questioning the diversity of Amazon’s leadership relative to other high-profile technology companies, and demanding further action.[endnoteRef:6] Two top advisory firms to public company stockholders—Institutional Shareholder Services and Glass Lewis—remained divided on the issue, offering conflicting recommendations to the Board.[endnoteRef:7] [5:  “Amazon.Com, Inc., Schedule 14A.”]  [6:  Jason Del Rey, “Amazon Employees Are Outraged by Their Company’s Opposition to a Plan to Add More Diversity to Its Board,” Vox, May 8, 2018, https://www.vox.com/2018/5/8/17328466/amazon-jeff-bezos-board-diversity-proposal-shareholder-vote.]  [7:  Jason Del Rey, “Amazon Shareholders Are Getting Opposite Advice on Whether Diversity Should Be Mandated for the Company’s Board,” Vox, May 12, 2018, https://www.vox.com/2018/5/12/17345502/amazon-jeff-bezos-rooney-rule-diversity-proposal-board-iss-glass-lewis.] 


It was now close to the annual meeting, and the pressure from escalating media scrutiny was mounting. Amazon’s board needed to decide whether to stick with their recommendation or to reconsider their stance. They also needed to decipher how to approach the issue of diversity in nominating and selecting directors going forward. Their decisions were likely to hinge on the answers to several bigger questions. As a powerful multinational company, what role should Amazon play in promoting diversity in technology and business? What were the potential economic, legal, and social implications of the outcome? More fundamentally, how should organizations measure diversity?

Amazon’s History 1994 - 1997

Inception & Early Strategy

In July 1994, Jeff Bezos and his wife MacKenzie left their Wall Street jobs, picked up their lives in New York, and moved to Seattle to start an online bookstore out of their garage.[endnoteRef:8] Bezos selected both the location and the product to give his budding online business a competitive edge. He chose Seattle so he could charge sales tax on only the small fraction of customers residing in Washington, since he would not be required to charge sales tax on out-of-state sales.[endnoteRef:9] Bezos chose to sell books, after considering many potential products, because he felt they were most suited to online shopping. Customers, who at that time were usually skeptical about online shopping, knew that a book purchased online would be the same as a book found in a store. Amazon also had an advantage over brick-and-mortar stores, who were not physically capable of offering the variety of books that Bezos could offer to his customers over the Internet.[endnoteRef:10] In July 1995 Bezos officially launched Amazon.com, an online bookselling site that promoted itself as “Earth’s Biggest Bookstore.”[endnoteRef:11] Bezos initially financed the company with $10,000 in personal savings and handled everything from sales to order assembly and delivery.[endnoteRef:12] [8:  Lydia DePillis and Ivory Sherman, “Amazon’s Extraordinary 25-Year Evolution,” accessed January 13, 2020, https://www.cnn.com/interactive/2018/10/business/amazon-history-timeline/index.html.]  [9:  DePillis and Sherman.]  [10:  Brad Stone, The Everything Store: Jeff Bezos and the Age of Amazon, n.d., 21.]  [11:  Wells, John R., Benjamin Weinstock, Gabriel Ellsworth, and Galen Danskin. “Amazon.com, 2019.” Harvard Business School Case 716-402, August 2015. (Revised October 2019.)]  [12:  Stone, The Everything Store: Jeff Bezos and the Age of Amazon.] 


Prior to founding Amazon, Bezos was a vice president of D. E. Shaw & Co. (DESCO), a quantitative hedge fund founded in 1988 by computer science PhD David Shaw. DESCO specialized in applying high-tech methods to finance, so employees at DESCO were tech-savvy and often talked amongst themselves about how to harness the power of the Internet for online business.[endnoteRef:13] The idea behind Amazon originated from a conversation between Bezos and Shaw about how the Internet opened up the possibility of an online “everything store.”[endnoteRef:14] In a 1999 interview, Shaw reiterated what he and Bezos had discussed: “The idea was always that someone would be allowed to make a profit as an intermediary. The key question is: Who will get to be that middleman?”[endnoteRef:15] [13:  Stone, 20.]  [14:  Stone, 21.]  [15:  Stone, 21.] 


Amazon’s early strategy centered on making e-commerce appealing for its first-time consumers, many of whom would have rarely or never made an online purchase before.[endnoteRef:16] Towards this end, Amazon sought to offer large product selection by listing over 1 million titles at heavily discounted prices in comparison to offline retailers. Amazon also made the purchase process simple and transparent by developing a check-out system, called One-Click, that allowed customers to create an account that saved their credit card and shipping information.[endnoteRef:17] Importantly, Amazon did not hold any inventory, as Bezos had exploited a loophole that allowed them to order one book at a time from distributors. As a result, they could offer a large title database while avoiding traditional order-to-cash cycle issues and high inventory risk.[endnoteRef:18] Within two months of launch, Amazon had shipped books to customers in all 50 U.S. states and 45 countries, and year-end sales had topped $500,000.[endnoteRef:19]  [16:  John Wells et al., “Amazon.Com, 2019” (Harvard Business School, August 2015); Stone, The Everything Store: Jeff Bezos and the Age of Amazon.]  [17:  “Breakaway (A Special Report): 20th-Century Legacy—Jeff Bezos: The Online Mall.” The Wall Street Journal, November 29, 1999. As cited in Wells, John R., Benjamin Weinstock, Gabriel Ellsworth, and Galen Danskin. “Amazon.com, 2019.” Harvard Business School Case 716-402, August 2015. (Revised October 2019.)]  [18:  Stone, The Everything Store: Jeff Bezos and the Age of Amazon.]  [19:  “The Early Life and Rise of Amazon CEO Jeff Bezos - Business Insider,” accessed September 19, 2019, https://www.businessinsider.com/amazon-founder-ceo-jeff-bezos-early-life-2017-5.] 


By 1997, internet companies were growing rapidly and attaining lofty valuations from investors.[endnoteRef:20] In May of that year, Amazon issued its initial public offering, listing on the NASDAQ (ticker: AMZN) with an opening share price of $18 and market capitalization of approximately $438 million.[endnoteRef:21]  Despite year-end revenues totaling $148 million, Amazon was still unprofitable with operating losses totaling $29 million. The IPO prospectus warned of continued unprofitability given anticipated investments in growth.[endnoteRef:22]  [20:  Wells et al., “Amazon.Com, 2019.”]  [21:  Dawn Kawamoto, “Amazon.Com IPO Skyrockets,” CNET, accessed September 19, 2019, https://www.cnet.com/news/amazon-com-ipo-skyrockets/.]  [22:  “Amazon.Com, Form S1,” accessed September 19, 2019, https://www.sec.gov/Archives/edgar/data/1018724/0000891020-97-000839.txt.] 


First Board of Directors

On March 17, 1997, Amazon filed its S-1 prospectus in advance of its initial public offering, which included the proposed five-person Board of Directors:[endnoteRef:23] Jeff Bezos would serve as President, Chief Executive Officer, and Chairman of the Board.[endnoteRef:24] The four additional board members were pedigreed business leaders: Tom Alberg, Scott Cook, John Doerr, and Patricia Stonesifer.[endnoteRef:25] [23:  “Amazon.Com, Form S1,” 1.]  [24:  “Amazon.Com, Form S1.”]  [25:  “Amazon.Com, Form S1.”] 


· Alberg: a lawyer and business executive, with experience in finance, technology, media, and telecommunications, and Amazon.com’s first investor and board member.[endnoteRef:26] [26:  “Acquired | The Amazon IPO with Original Amazon Board Member Tom Alberg.”] 


· Cook: a Harvard MBA who was co-founder, President, and Chairman of the Board of Intuit, a financial software company. 

· Doerr: also a Harvard MBA, who was general partner at venture capital firm Kleiner Perkins and a director of Netscape, Intuit, and Sun Microsystems. 

· Stonesifer: previously an executive in the media and consumer divisions at Microsoft and a director of Kinko’s. 

Alberg had been referred to Bezos by a friend of his who had heard about Amazon.com through an investment group while Bezos was contacting Seattle investors for the company’s first seed round.[endnoteRef:27] Alberg was originally skeptical of the business plan because he loved walking around in brick-and-mortar bookstores, but changed his mind after he failed to find a specific book for his son in stores.[endnoteRef:28] Alberg claimed that while he had not anticipated what Amazon would become, he had immediately recognized Bezos as a great entrepreneur.[endnoteRef:29] Alberg was intimately involved with Amazon at the beginning, serving an advisory role in the early company. [27:  “Acquired | The Amazon IPO with Original Amazon Board Member Tom Alberg.”]  [28:  Stone, The Everything Store: Jeff Bezos and the Age of Amazon, 36.]  [29:  “Acquired | The Amazon IPO with Original Amazon Board Member Tom Alberg.”] 


Doerr had heard about the company soon thereafter through a friend of Alberg’s, and flew up to Seattle to meet Bezos.[endnoteRef:30] He noted that Bezos’s personality was what made him decide to bet big on the fledgling company: “I walked in the door and this guy with a boisterous laugh who was just exuding energy comes bounding down the steps. In that moment, I wanted to be in business with Jeff.”[endnoteRef:31] Doerr would later go on to be one of Google’s first investors and board members in 1999.[endnoteRef:32] [30:  Stone, The Everything Store: Jeff Bezos and the Age of Amazon, 40.]  [31:  Stone, 40.]  [32:  “When John Doerr Brought a ‘Gift’ to Google’s Founders,” Wired, accessed February 11, 2020, https://www.wired.com/story/when-john-doerr-brought-a-gift-to-googles-founders/.] 


Cook, the Chairman and CEO of Intuit, joined the board as Amazon’s fourth director in January 1997.[endnoteRef:33] Both Intuit and Amazon were portfolio companies of Kleiner Perkins, so Cook was brought on to cross-populate its companies’ board directors in order to foster a collaborative, incubator environment.[endnoteRef:34] Since Cook also served on eBay’s board, he later left Amazon after it came into conflict with eBay while developing its auction platform.[endnoteRef:35] [33:  “Amazon.Com Appoints Scott Cook to Its Board of Directors,” Amazon.com, Inc. - Press Room, accessed September 23, 2019, https://press.aboutamazon.com/news-releases/news-release-details/amazoncom-appoints-scott-cook-its-board-directors.]  [34:  “Inside the Silicon Valley Money Machine KLEINER PERKINS FUNDED AOL, AMAZON, SUN, AND NETSCAPE. HERE’S HOW TECH’S MOST POWERFUL FINANCIERS WORK, PLUS THE SECRETS THEY DON’T WANT YOU TO KNOW. - October 26, 1998,” accessed September 23, 2019, https://money.cnn.com/magazines/fortune/fortune_archive/1998/10/26/250008/index.htm.]  [35:  Stone, The Everything Store: Jeff Bezos and the Age of Amazon, 102.] 


Amazon’s fifth and final original board appointee was announced in February 1997.[endnoteRef:36] Patty Stonesifer, a Microsoft executive prominent in the Seattle technology community, announced her departure from Microsoft in late 1996.[endnoteRef:37] According to her, Jeff Bezos was among the first to reach out to her about potentially joining Amazon’s board.[endnoteRef:38] At the time of announcement, Bezos had remarked, “She brings a rare set of experiences to our board. Her exceptional success using technology to build leading consumer products and services, coupled with her knowledge of publishing, will be of great benefit to Amazon.com.”[endnoteRef:39]  [36:  “Amazon.Com Appoints Patty Stonesifer to Its Board of Directors,” Amazon.com, Inc. - Press Room, accessed September 23, 2019, https://press.aboutamazon.com/news-releases/news-release-details/amazoncom-appoints-patty-stonesifer-its-board-directors.]  [37:  “Q&A with Patty Stonesifer | C-SPAN.Org,” accessed September 23, 2019, https://www.c-span.org/video/?316322-1/qa-patty-stonesifer.]  [38:  “Q&A with Patty Stonesifer | C-SPAN.Org.”]  [39:  “Amazon.Com Appoints Patty Stonesifer to Its Board of Directors.”] 


The board had two committees.[endnoteRef:40] The Audit Committee, consisting of Alberg and Stonesifer, oversaw the selection of independent auditors and their work, reviewed company financial statements, and assessed internal controls.[endnoteRef:41] The Compensation Committee, consisting of Doerr and Stonesifer, presided over compensation and benefits for executive officers and employee stock options.[endnoteRef:42] [40:  “Amazon.Com, Form S1,” 1.]  [41:  “Amazon.Com, Form S1,” 1.]  [42:  “Amazon.Com, Form S1,” 1.] 


Growth & Expansion, 1997 - 2018

By the time of its IPO in 1997, Amazon had several in-house initiatives to fuel growth. It introduced programs serving independent authors and publishers.[endnoteRef:43] Amazon Associates, launched in 1996, was the “first online affiliate program of its kind,” offering referral fees to ‘associates’ to drive traffic to Amazon’s website.[endnoteRef:44] By 1999, Amazon had become an e-retailer for movies, music, toys, electronics, apparel, and home goods; that year, sales were $1.6 billion on operating losses of $606 million.[endnoteRef:45] Amazon continued to invest heavily in product assortment, customer service, fulfillment, and distribution; by 2000, it had opened 10 facilities spanning 4.5 million square feet.[endnoteRef:46]  [43:  Passage, Robert Alan, Stansell, Christina, and Dinger, Ed, “Amazon.Com, Inc.,” ed. Tina Grant (St. James Press, 2010), International Directory of Company Histories, Vol. 113. As cited in Wells et al., “Amazon.Com, 2019.”]  [44:  “The Amazon Associates Program - Amazon Seller Central,” accessed September 19, 2019, https://sellercentral.amazon.com/gp/help/external/G28591?language=en_US.]  [45:  Wells et al.]  [46:  Amazon.com, December 31, 1999 10-K (filed March 29, 2000), https://www.sec.gov/Archives/edgar/data/1018724/000089102000000622/0000891020-00-000622.txt, accessed April 2016. As cited in Wells et al., “Amazon.Com, 2019.”] 


By late 2000, the bust of the Dot.com bubble forced many e-retailers into bankruptcy; Amazon’s share price dropped from $100 to below $20.[endnoteRef:47] Bezos called for a formal strategic planning process and restructured operations—laying off 15% of employees, closing poorly performing distribution centers, and cutting unprofitable products. In the fourth quarter of 2001, the company finally turned a profit of $5 million on sales over $1 billion. In 2002, sales reached $3.9 billion and Amazon posted its first yearly operating profit of $64 million.[endnoteRef:48] In 2003, Amazon posted its first full-year net profit of $35.5 million and operating profits of $267 million on revenues of $5.2 billion, with shares rising to $55.[endnoteRef:49] [47:  Nick Wingfield, ‘Amazon Restructures Its Deals with E-Tailers.” The Wall Street Journal. August 24, 2000. As cited in Wells et al., “Amazon.Com, 2019.”]  [48:  “Amazon.Com Form 10-K,” accessed September 19, 2019, https://www.sec.gov/Archives/edgar/data/1018724/000095014903000355/v87419ore10vk.htm.]  [49:  Nick WingfieldStaff Reporter of THE WALL STREET JOURNAL, “Amazon Reports Annual Net Profit For the First Time,” Wall Street Journal, January 28, 2004, sec. Technology, https://www.wsj.com/articles/SB107523879334513159.] 


As Amazon grew, its strategy evolved in two major ways.[endnoteRef:50] First, it aggressively expanded product lines, using the retail marketplace model and strategic partnerships to accelerate growth.[endnoteRef:51] Second, Amazon moved beyond a “sell all, carry few” strategy, also acting as a distributor.[endnoteRef:52] It continued to build out warehousing and self-distribution capabilities, seeking lower cost of goods via direct relationships with publishers and greater control over order fulfilment and thus over customer service.[endnoteRef:53] Bezos believed that leveraging its internet platform, growing customer base, brand, distribution strength, and technological innovations could allow Amazon to launch new e-commerce businesses quickly while maintaining high quality products and low incremental costs.[endnoteRef:54]  [50:  Palepu, Krishna G., and Jeremy Cott. "Amazon.com in the Year 2000." Harvard Business School Case 101-045, June 2001. (Revised July 2001).]  [51:  Palepu.]  [52:  Palepu.]  [53:  Palepu.]  [54:  Palepu.] 


The next decade witnessed rapid growth in the breadth and depth of Amazon’s businesses. In apparel, Amazon acquired complementary e-retailers, launched private labels, and recruited leading brands such as Nike to the platform.[endnoteRef:55] In 2007, AmazonFresh was launched as a subscription fresh grocery delivery service.[endnoteRef:56] Amazon began expanding into digital media in 2005 with e-book publishing. In 2006, it began partnering with film studios to distribute content online. In 2010, it launched Amazon Studios to make original content, in 2011 Prime Video, and in 2014 Prime Music. That same year, former MTV executive Judith McGrath joined Amazon’s board, signaling Amazon’s serious entry into entertainment.[endnoteRef:57] Amazon also moved into hardware with the Kindle reader in 2007 and later into devices for video, gaming, Internet, and even mobile phones. [endnoteRef:58],[endnoteRef:59] Jon Rubinstein, an Amazon board member since 2010, had extensive experience in hardware, having served as CEO of smart-phone-maker Palm and having been intimately involved in the creation of the iPod while working at Apple.[endnoteRef:60] (See Exhibit 1 for a timeline of Amazon’s director appointments and some key strategic initiatives.) [55:  Amazon.com, Inc., December 31, 2009 Form 10-K, pp. 54-55. As cited in Wells et al., “Amazon.Com, 2019.” ]  [56:  Wells et al.]  [57:  Todd Spangler and Todd Spangler, “Judy McGrath, Former CEO of MTV Networks, Joins Amazon’s Board,” Variety (blog), August 1, 2014, https://variety.com/2014/digital/news/judy-mcgrath-joins-amazons-board-1201273545/.]  [58:  Wells et al.]  [59:  “Amazon Kindle Fire: Amazon Unveils Kindle Fire Tablet Computer for $200 - Chicagotribune.Com,” October 26, 2011, https://web.archive.org/web/20111026062303/http://www.chicagotribune.com/business/breaking/chi-amazon-unveiling-new-tablet-today-its-challenge-to-the-ipad-20110928%2C0%2C2380818.story.]  [60:  “Former Palm CEO John Rubinstein Joins Amazon’s Board,” TechCrunch (blog), accessed March 6, 2020, http://social.techcrunch.com/2010/12/17/rubinstein-amazon-board/.] 


Amazon also introduced innovative business models and service offerings for both sellers and consumers. Amazon Marketplace, launched in 2000, had more than 1 million third-party retailers by the end of 2005.[endnoteRef:61] In 2005, the company had also launched Amazon Prime, an annual membership that offered 2-day delivery for over 1 million products, priced at $79.[endnoteRef:62] In 2006, Fulfillment by Amazon was launched, offering services to stock and fulfill orders for sellers and make products eligible for Prime 2-day shipping.[endnoteRef:63] By 2009, there were nearly 2 million active sellers, accounting for 30% of units sold.[endnoteRef:64] By 2013, Prime had over 10 million subscribers and over 20 million items listed.  [61:  Mylene Mangalindan, “Game Over: How Amazon’s Dream Alliance With Toys ‘R’ Us Went So Sour—Online, Retail Powerhouses Clash in Court Over Tie-Up; Selection vs. Exclusivity—Talks at Bezos’s Mom’s Place.” The Wall Street Journal, Jan. 23, 2006. As cited in Wells et al., “Amazon.Com, 2019.”]  [62:  Amazon.com, 2008 Annual Report, p. 4. As cited in Wells et al., “Amazon.Com, 2019.”]  [63:  Wells et al.]  [64:  Amazon.com, 2008 Annual Report, p. 4; Amazon.com, 2014 Annual Report, p. 4; Amazon.com, 2009 Annual Report, p. 2. As cited in Wells et al., “Amazon.Com, 2019.”] 


As sales and customers grew rapidly, Amazon pushed further outside its core retail business. It moved to vertically integrate further in areas such as fulfillment, distribution, and delivery. In 2012, it acquired robotic systems maker Kiva for $775 million to improve warehouse productivity.[endnoteRef:65],[endnoteRef:66] In 2015, Amazon moved to lease aircraft in order to fully own and operate its logistics network rather than rely solely on FedEx and USPS.[endnoteRef:67] In 2016, Amazon’s drone delivery service, Amazon Prime Air, was announced.[endnoteRef:68] Amazon also entered the infrastructure-as-a-service space, launching Amazon Web Services (AWS) in 2006. The cloud infrastructure service enabled websites and developers to defer large upfront investments, instead paying per usage for server and computing space.[endnoteRef:69] [65:  Amazon.com, 2017 Annual Report, p. 4; Emily Bary, “Amazon’s Growth Comes Down to These Prime Numbers,” Barron’s, Oct. 9, 2017, https://www.barrons.com/articles/amazons-growth-comes-down-to-these-prime-numbers-1507578510, accessed May 2018. As cited in Wells et al., “Amazon.Com, 2019.”]  [66:  Evelyn M. Rusli, “Amazon.Com to Acquire Manufacturer of Robotics,” DealBook, 1332194723, https://dealbook.nytimes.com/2012/03/19/amazon-com-buys-kiva-systems-for-775-million/.]  [67:  Chart in Wells et al., “Amazon.Com, 2019.” Adapted from “History & Timeline,” Amazon Press Room, accessed online June 2015.]  [68:  Greg Bensinger and Doug Cameron, “Amazon Has Eyes On Cargo Planes,” Wall Street Journal, Dec. 19, 2015, p. B3. 
Brook Sutherland, “FedEx, UPS Holders Shrug at a Big Shadow,” Bloomberg Gadfly, Feb. 9, 2016, https://www.bloomberg.com/opinion/articles/2016-02-09/ups-fedex-amazon-should-worry-shareholders, accessed Feb. 2020. As cited in Wells et al., “Amazon.Com, 2019.”]  [69:  Robert S. Huckman, Gary P. Pisano, Liz Kind, “Amazon Web Services,” HBS No. 609-048, Feb. 3, 2012, p. 6, 7. As cited in Wells et al.] 


In 2015, Amazon returned to its roots as a bookseller, opening its first physical bookstore in Seattle.[endnoteRef:70] The stores used data from online purchases to decide which books to display on shelves.[endnoteRef:71] In addition, Amazon began experimenting with several other types of physical retail concepts: Amazon lockers (self-service Amazon package pick-up), pop-up shops in malls (to display new gadgets), and airport vending machines.[endnoteRef:72],[endnoteRef:73] By year-end 2017 and early 2018, Amazon was positioned as a leader in several categories:  [70:  Issie Lapowsky, “Amazon Killed the Bookstore. So It’s Opening a Bookstore,” Wired, November 3, 2015, https://www.wired.com/2015/11/amazon-killed-the-bookstore-so-its-opening-a-bookstore/.]  [71:  Lapowsky.]  [72:  “Amazon Reports $1.3B in Physical Store Sales, Breaking out Brick-and-Mortar Business for First Time, Still Dwarfed by $26.4B Online Sales.”]  [73:  “Amazon Reports $1.3B in Physical Store Sales, Breaking out Brick-and-Mortar Business for First Time, Still Dwarfed by $26.4B Online Sales.”] 


· Amazon had become the largest U.S. apparel retailer.[endnoteRef:74] (See Exhibit 2 for a comparison of Amazon and Walmart’s market capitalization over time). [74:  Wells et al.] 


· Amazon held 83% of the U.S. e-book market, was the second most popular video streaming service after Netflix, and the seventh largest music streaming service.[endnoteRef:75]  [75:  PublishDrive, “Amazon Ebook Market Share 2017—is it big enough?” Oct. 25, 2017, https://blog.publishdrive.com/amazon-ebook-market-share/, accessed May 2018.
Parks Associates, “Parks Associates Announces 2018 Top 10 U.S. Subscription OTT Video Services,” press release, Nov. 7, 2018, https://www.parksassociates.com/blog/article/pr-11072018, accessed July 2019.
Verto Analytics, “Most popular music streaming services in the United States as of March 2018, by monthly users (in millions),” via Statista, accessed May 2018, As cited in Wells et al., “Amazon.Com, 2019.”] 


· There were over 100 million Prime members paying an annual fee of $119.[endnoteRef:76],[endnoteRef:77] More than 5 billion Prime-eligible items were shipped worldwide annually, and 70% of Americans with incomes above $150,000 had Prime memberships.[endnoteRef:78] [endnoteRef:79] [76:  Valentina Palladino, “Amazon will raise the price of Prime by $20 in a few weeks,” Ars Techina, April 27, 2018, https://arstechnica.com/information-technology/2018/04/amazon-to-raise-annual-membership-price-of-prime-to-119/, accessed May 2018. As cited in Wells et al., “Amazon.Com, 2019.”]  [77:  Louis Columbus, “10 Charts That Will Change Your Perspective of Amazon Prime’s Growth,” Forbes, accessed February 13, 2020, https://www.forbes.com/sites/louiscolumbus/2018/03/04/10-charts-that-will-change-your-perspective-of-amazon-primes-growth/.]  [78:  Louis Columbus, “10 Charts That Will Change Your Perspective of Amazon Prime’s Growth,” Forbes, accessed February 13, 2020, https://www.forbes.com/sites/louiscolumbus/2018/03/04/10-charts-that-will-change-your-perspective-of-amazon-primes-growth/.]  [79:  “Amazon Prime Has 100 Million U.S. Members,” Fortune, accessed February 13, 2020, https://fortune.com/2019/01/17/amazon-prime-subscribers/.] 


· Amazon Marketplace unit sales exceeded 50% of all sales.[endnoteRef:80] [80:  Amazon.com, 2017 Annual Report, p. 4. As cited in Wells et al., “Amazon.Com, 2019.”] 


· Amazon had 15 physical bookstores in major U.S. cities totaling $1.3 billion in sales.[endnoteRef:81]  [81:  Ellen Duffer, “Amazon Is Opening More Bookstores,” Forbes, accessed February 18, 2020, https://www.forbes.com/sites/ellenduffer/2017/09/26/amazon-is-opening-more-bookstores/.; “Amazon Reports $1.3B in Physical Store Sales, Breaking out Brick-and-Mortar Business for First Time, Still Dwarfed by $26.4B Online Sales,” GeekWire, October 26, 2017, https://www.geekwire.com/2017/amazon-adds-physical-stores-segment-earnings-report-expands-brick-mortar-footprint/.] 


· Amazon was the largest cloud infrastructure company in the world, beating out its rivals Microsoft, IBM, and Google.[endnoteRef:82]  [82:  “How AWS Came to Be,” TechCrunch (blog), accessed February 13, 2020, http://social.techcrunch.com/2016/07/02/andy-jassys-brief-history-of-the-genesis-of-aws/.] 


· Revenues from AWS, estimated to comprise over 40% of its Amazon’s total value, had surpassed $17.5 billion (10% of total sales). 

· By April 2018, Amazon’s share price peaked above $1,570, valuing the company at over $780 billion.[endnoteRef:83] (See Exhibit 3 for Amazon’s Income Statements from 2013 through 2018.) [83:  “Amazon.Com, Inc. (AMZN) Stock Historical Prices & Data,” accessed September 23, 2019, https://finance.yahoo.com/quote/AMZN/history/.] 


Creation of the Amazon Culture 

Bezos took much of what he had learned at DESCO for his own startup, notably its hiring practices, which prioritized recruiting tech-savvy people from prestigious schools. Bezos recruited his first employees by posting a Usenet bulletin board, saying that he was looking for “extremely talented C/C++/Unix developers to help pioneer commerce on the Internet.” [endnoteRef:84] He asked that potential recruits be able to work “in about one-third the time that most competent people think possible.”[endnoteRef:85] [84:  Stone, The Everything Store: Jeff Bezos and the Age of Amazon, 27.]  [85:  Stone, 27.] 


Before Amazon’s IPO, Bezos poached high-powered executives from DESCO, Barnes & Noble, and Microsoft.[endnoteRef:86] The most notable employee added during this time was chief financial officer Joy Covey, who was described by Bezos’s biographer as Bezos’s “intellectual foil” and a “key architect of Amazon’s early expansion.”[endnoteRef:87] Covey epitomized Bezos’s hiring strategy: having run away from home and dropped out of high school to work as a grocery clerk, before eventually getting her joint J.D.-M.B.A. from Harvard, she was only 33 when she guided Amazon through its IPO as its first CFO.  [86:  Stone, 45.]  [87:  Stone, 45.] 


However not all hires by Amazon turned out to be compatible to the corporate culture. In light of Amazon’s increased spending and losses shortly after their IPO, the board of directors suspected that the company needed a chief operating officer to balance out Bezos’s risk-oriented management style.[endnoteRef:88] Although it was difficult to get Bezos on board with the idea at first, he eventually agreed, and the directors chose Joseph Galli Jr., who had been hired as a PepsiCo executive the day before Amazon’s poached him.[endnoteRef:89] Bezos planned to withdraw a bit to focus on his family and philanthropic efforts, so he restructured the company so everyone reported to Galli, who would in turn report to Bezos.[endnoteRef:90] In reality, Bezos never handed the reigns to Galli, who had expected more control rather than remaining in the shadow of Bezos and was sorely disappointed.[endnoteRef:91] , [endnoteRef:92]  [88:  Brad Stone, The Everything Store: Jeff Bezos and the Age of Amazon, n.d., 72.]  [89:  Brad Stone, The Everything Store: Jeff Bezos and the Age of Amazon, n.d., 72.]  [90:  Brad Stone, The Everything Store: Jeff Bezos and the Age of Amazon, n.d., 72.]  [91:  Brad Stone, The Everything Store: Jeff Bezos and the Age of Amazon, n.d., 72.]  [92:  Nick Wingfield and Joann Lubin, “Joseph Galli Quits Amazon.com In Favor of VerticalNet CEO Post,” Wall Street Journal, July 26, 2000, https://www.wsj.com/articles/SB964540612692439566.] 


In addition to clashing with Bezos, Galli was tech illiterate and employees found him abrasive.[endnoteRef:93] As an example, just three months after he joined Amazon, Galli caused an outrage among staff by deciding to get rid of all of the Advil, Tylenol and Aspirin that were stocked in headquarters for Amazon employees.[endnoteRef:94] Galli deemed these painkillers to be an unnecessary expense for the firm and suggested that employees buy their own medicine. [endnoteRef:95] However, he agreed to replace these products with a generic painkiller in the next employee meeting having conceded that he had misunderstood the company culture.[endnoteRef:96] It seemed that in an attempt to steer Amazon towards profitability, the board had created a mess in upper management; Galli left the firm after only 13 months, and Bezos was reinstated as the company president.[endnoteRef:97]   [93:  Brad Stone, The Everything Store: Jeff Bezos and the Age of Amazon, n.d., 72.]  [94:  Nick Wingfield and Joann Lubin, “Joseph Galli Quits Amazon.com In Favor of VerticalNet CEO Post,” Wall Street Journal, July 26, 2000, https://www.wsj.com/articles/SB964540612692439566.]  [95:  Nick Wingfield and Joann Lubin, “Joseph Galli Quits Amazon.com In Favor of VerticalNet CEO Post,” Wall Street Journal, July 26, 2000, https://www.wsj.com/articles/SB964540612692439566.]  [96:  Nick Wingfield and Joann Lubin, “Joseph Galli Quits Amazon.com In Favor of VerticalNet CEO Post,” Wall Street Journal, July 26, 2000, https://www.wsj.com/articles/SB964540612692439566.]  [97:  Carol Sliwa, “Amazon.Com’s President Resigns after 13 Months,” Computerworld, July 25, 2000, https://www.computerworld.com/article/2596078/amazon-com-s-president-resigns-after-13-months.html.] 


While Bezos had an easygoing attitude – he often made jokes as he strolled the corporate hallways and was known for his booming laugh – he designed the company culture to keep employees motivated to meet his high expectations.[endnoteRef:98] Early Amazon employees especially had to prioritize the company’s success. Bezos expected employees to come in on the weekends, and awarded the ‘Just Do It’ award to employees who went beyond their typical job responsibilities to attempt something inventive, regardless of whether or not that attempt was successful.[endnoteRef:99] Many early executives left to have children, citing the company’s family unfriendly culture.[endnoteRef:100]  [98:  Nick Wingfield and Joann Lubin, “Joseph Galli Quits Amazon.com In Favor of VerticalNet CEO Post,” Wall Street Journal, July 26, 2000, https://www.wsj.com/articles/SB964540612692439566.
]  [99:  Stone, 70.]  [100:  Stone, 129.] 


However, the ultimate boss at Amazon went by the internal nickname “the empty chair.”[endnoteRef:101] Bezos occasionally left one seat open at a conference table and told attendees that the seat was occupied by their customer, who was “the most important person in the room.” [endnoteRef:102] Bezos enforced this customer-centric focus in the company by following what he called the “culture of metrics” which gave that inanimate object a loud, clear voice.[endnoteRef:103] Amazon tracked its performance against about 500 measurable goals and nearly 80% related to customer objectives. [endnoteRef:104] Bezos’s data-driven customer focus allowed him to take risks to innovate: “We are comfortable planting seeds and waiting for them to grow into trees,” he noted. “We don’t focus on the optics of the next quarter; we focus on what is going to be good for customers. I think this aspect of our culture is rare.” [endnoteRef:105] [101:  Ryan Mac, "Jeff Bezos Reveals His No. 1 Leadership Secret," Forbes, accessed February 11th 2021, https://www.forbes.com/forbes/2012/0423/ceo-compensation-12-amazon-technology-jeff-bezos-gets-it.html?sh=2fef8d145227]  [102:  Ryan Mac, "Jeff Bezos Reveals His No. 1 Leadership Secret," Forbes, accessed February 11th 2021, https://www.forbes.com/forbes/2012/0423/ceo-compensation-12-amazon-technology-jeff-bezos-gets-it.html?sh=2fef8d145227]  [103:  Ryan Mac, "Jeff Bezos Reveals His No. 1 Leadership Secret," Forbes, accessed February 11th 2021, https://www.forbes.com/forbes/2012/0423/ceo-compensation-12-amazon-technology-jeff-bezos-gets-it.html?sh=2fef8d145227]  [104:  Ryan Mac, "Jeff Bezos Reveals His No. 1 Leadership Secret," Forbes, accessed February 11th 2021, https://www.forbes.com/forbes/2012/0423/ceo-compensation-12-amazon-technology-jeff-bezos-gets-it.html?sh=2fef8d145227]  [105:  Ryan Mac, "Jeff Bezos Reveals His No. 1 Leadership Secret," Forbes, accessed February 11th 2021, https://www.forbes.com/forbes/2012/0423/ceo-compensation-12-amazon-technology-jeff-bezos-gets-it.html?sh=2fef8d145227] 


Considered required reading on Wall Street, Bezos’s letters to shareholders offered another window into the company’s culture and strategic outlook.[endnoteRef:106] In his 1997 letter, he predicted that Amazon’s high bar for employees would be the single most important element of its success.[endnoteRef:107] In the 1998 letter, Bezos said, “I constantly remind our employees to be afraid, to wake up every morning terrified. Not of our competition, but of our customers”.[endnoteRef:108] Frugality was as much a part of the Amazon culture as was the focus on customers. In his 2009 letter to shareholders, Bezos declared that Amazon had started a war on muda, the Japanese word for waste. [endnoteRef:109] Bezos would always maintain an eerily tight rein on employee expenses, eschewing color printers in favor of trusty old black-and-white models. [endnoteRef:110] Executives did not fly first class (though Bezos would sometimes rent private jets at his own expense). [endnoteRef:111] Bezos also instituted a “two-pizza rule” for working teams: if it took more than two pizzas to feed the group, then the team was too big.[endnoteRef:112] Bezos realized that the more he could get rid of needless costs, the easier it would be to deliver rock-bottom prices to customers. [endnoteRef:113] The strategy paid off, as evident by Amazon’s #1 ranking in the American Customer Satisfaction Index for the eighth year in a row. Bezos celebrated this achievement in his 2017 letter by thanking Amazon’s 560,000 employees for their “unrelenting customer obsession, ingenuity, and commitment to operational excellence.”[endnoteRef:114]  [106:  Tricia Gregg and Boris Groysberg, “Amazon’s Priorities Over the Years, Based on Jeff Bezos’s Letters to Shareholders,” Harvard Business Review, May 17, 2019, https://hbr.org/2019/05/amazons-priorities-over-the-years-based-on-jeff-bezoss-letters-to-shareholders.]  [107:  Mark Abadi, “Jeff Bezos Once Said That in Job Interviews He Told Candidates of 3 Ways to Work — and That You Have to Do All 3 at Amazon,” Business Insider, accessed March 27, 2020, https://www.businessinsider.com/jeff-bezos-amazon-employees-work-styles-2018-8.]  [108:  Amazon Letter to Shareholders 1998. https://ir.aboutamazon.com/static-files/4e153845-db22-4ea3-9876-e62b7935d05e.]  [109:  Ryan Mac, "Jeff Bezos Reveals His No. 1 Leadership Secret," Forbes, accessed February 11th 2021, https://www.forbes.com/forbes/2012/0423/ceo-compensation-12-amazon-technology-jeff-bezos-gets-it.html?sh=2fef8d145227]  [110:  Ryan Mac, "Jeff Bezos Reveals His No. 1 Leadership Secret," Forbes, accessed February 11th 2021, https://www.forbes.com/forbes/2012/0423/ceo-compensation-12-amazon-technology-jeff-bezos-gets-it.html?sh=2fef8d145227]  [111:  Ryan Mac, "Jeff Bezos Reveals His No. 1 Leadership Secret," Forbes, accessed February 11th 2021, https://www.forbes.com/forbes/2012/0423/ceo-compensation-12-amazon-technology-jeff-bezos-gets-it.html?sh=2fef8d145227]  [112:  Stone, 129.]  [113:  Ryan Mac, "Jeff Bezos Reveals His No. 1 Leadership Secret," Forbes, accessed February 11th 2021, https://www.forbes.com/forbes/2012/0423/ceo-compensation-12-amazon-technology-jeff-bezos-gets-it.html?sh=2fef8d145227]  [114:  Amazon Letter to Shareholders 2017. https://ir.aboutamazon.com/static-files/1bfd8929-81a0-46d7-a378-6aff9a203093.] 


Future Strategies and Challenges

By the mid-2010s, Amazon’s business consisted of 3 pillars: Amazon Prime, Amazon Web Services, and Marketplace, its third-party seller.[endnoteRef:115]  In the 2017 letter to shareholders, Bezos outlined several additional key business units: voice, devices, video, music, fashion, grocery, convenience stores, and more. Industry analysts continued to speculate what would become the next ‘pillar.’ Many believed it would be platform opportunities in voice and voice-enabled apps (i.e. Alexa platform) and AI-as-a-Service serving the cloud computing and developer community.[endnoteRef:116]  Amazon’s foray into healthcare also drew attention, particularly with its partnership with JP Morgan and Berkshire Hathaway to improve employee health insurance and investment in genomics startup GRAIL.[endnoteRef:117] [115:  Adam Levy, “Alexa Could Be Amazon’s ‘Fourth Pillar,’” The Motley Fool, January 5, 2017, https://www.fool.com/investing/2017/01/05/alexa-could-be-amazons-fourth-pillar.aspx.]  [116:  “Amazon Strategy Teardown,” CB Insights Research, accessed October 29, 2019, https://www.cbinsights.com/research/report/amazon-strategy-teardown/.]  [117:  Nick Wingfield, Katie Thomas, and Reed Abelson, “Amazon, Berkshire Hathaway and JPMorgan Team Up to Try to Disrupt Health Care,” The New York Times, January 30, 2018, sec. Technology, https://www.nytimes.com/2018/01/30/technology/amazon-berkshire-hathaway-jpmorgan-health-care.html.] 


In addition to developing new priorities, Amazon continued to build on its strengths in retail—not only with e-commerce but also with physical retail and consumer goods more broadly. In January 2018, Amazon opened its first cashier-less convenience store, branded AmazonGo, in Seattle, with plans to expand nationwide.[endnoteRef:118] Along with further expansion into food and grocery with the Whole Foods acquisition, Amazon continued to test its restaurant delivery service for Prime members.[endnoteRef:119] Amazon also continued launching new apparel and consumer goods brands such as Good Threads, Paris Sunday, and more products under AmazonBasics.[endnoteRef:120]  [118:  “Inside Amazon Go, a Store of the Future - The New York Times,” accessed October 29, 2019, https://www.nytimes.com/2018/01/21/technology/inside-amazon-go-a-store-of-the-future.html.]  [119:  “Amazon Strategy Teardown.”]  [120:  “Amazon Strategy Teardown.”] 


Amazon’s growth strategy was also evolving. In 2017, Amazon had acquired 10 startups, more than any other year in its history.[endnoteRef:121]  Many of the new acquisitions were geared towards supporting the rapidly growing AWS and cloud services business, voice devices, and AI offerings. Amazon’s overseas presence expanded through acquisitions of foreign competitors such as Dubai-based Souq.com, and through entry into foreign markets, such as India, where Amazon faced stiff competition from Flipkart (funded by Softbank, Tencent, and Microsoft among others that compete with Amazon in different ways).[endnoteRef:122] Amazon was also doubling-down on corporate investments with the launch of the Alexa Accelerator and an additional $100M committed to its Alexa Fund.[endnoteRef:123] [121:  “Amazon Strategy Teardown.”]  [122:  “Amazon Strategy Teardown.”]  [123:  “Amazon Strategy Teardown.”] 


Amazon had held true to Bezos’s motto—“get big fast”— changing the way consumers shopped and becoming the largest e-commerce marketplace in the world.[endnoteRef:124] However, despite overwhelming business success—or perhaps because of it—criticism of Amazon mounted. Government regulators began publicly voicing concerns about corporate tax loopholes enjoyed by large tech companies, and about potentially monopolistic behavior amongst the likes of Amazon, Google, Apple, and Facebook.[endnoteRef:125] To maintain a positive public image, the company also had to confront sociocultural shifts and movements, including the topics of gender and racial equality.[endnoteRef:126] [124:  Stone, The Everything Store: Jeff Bezos and the Age of Amazon.; “Timeline: How Amazon Got to Be So Big,” accessed September 23, 2019, https://www.bloomberg.com/graphics/2019-amazon-reach-across-markets/.]  [125:  “Commentary: There’s Still Time to Stop the Tech Monopoly Takeover,” Fortune, accessed October 29, 2019, https://fortune.com/2018/03/08/privacy-data-collection-facebook-google-amazon-apple-microsoft/.]  [126:  Rani Molla, “How Facebook Compares to Other Tech Companies in Diversity,” Vox, April 11, 2018, https://www.vox.com/2018/4/11/17225574/facebook-tech-diversity-women.] 


Board Composition & Controversy

Selection, Role and Composition of the Board at Amazon

Amazon’s guidelines on ‘significant corporate governance issues’ stated that the Board of Directors is “responsible for the control and direction of the Company. It represents and is accountable only to shareowners. The Board’s primary purpose is to build long-term shareholder value.”[endnoteRef:127] Amazon’s commitment to board diversity was reflected in its director selection process, which it described as follows: [endnoteRef:128] [127: Amazon Corporate Governance Guidelines. https://ir.aboutamazon.com/corporate-governance/documents-and-charters/guidelines-on-significant-corporate-governance-issues/default.aspx.]  [128: Amazon Corporate Governance Guidelines. https://ir.aboutamazon.com/corporate-governance/documents-and-charters/guidelines-on-significant-corporate-governance-issues/default.aspx.] 


(1) The full Board nominated candidates for election to the board based on the recommendation of the Nominating and Corporate Governance Committee. The Committee consisted of at least two directors meeting NASDAQ requirements for independence. 

(2) The Committee annually reviewed tenure, performance, and contributions of current Board members and considered each director’s qualifications and skills relative to Company needs with the goal of creating a “Board with a diversity of experience and perspectives, including diversity with respect to race, gender, geography, and areas of expertise.” 

(3) The Committee “includes, and has any search firm that it engages include, women and minority candidates in the pool from which the Committee selects director candidates.”

The Committee looked for several skills and qualifications in an individual that they deemed important in a member of Amazon’s board. These included, “a commitment to representing the long-term interests of the shareowners; customer experience skills; Internet savvy; an inquisitive and objective perspective; the willingness to take appropriate risks; leadership ability; human capital management; personal and professional ethics, integrity and values; practical wisdom and sound judgment; and business and professional experience in fields such as operations, technology, finance/accounting, or marketing.”[endnoteRef:129]Between 1997 and 2018, 18 different people had served on Amazon’s board during the company’s lifetime, including Bezos as Chairman, Alberg, and Stonesifer, all three serving for the entirety of the 30-year period.[endnoteRef:130] The board at its smallest had five directors, and at its largest had 11 directors.[endnoteRef:131] Of the 13 additional directors that rotated through the board during this time period, only three were female.[endnoteRef:132] Myrtle Potter, an executive at Genentech, was appointed to the board in 2004, serving a five-year term. She was also the only non-Caucasian board member ever appointed as of 2018, the year of the shareholder vote on board diversity.[endnoteRef:133] Jamie Gorelick, a former U.S. deputy attorney general, was appointed in 2012, and Judith McGrath, a media executive, was appointed in 2014. With Stonesifer, Gorelick, and McGrath all active board directors in 2017, female representation on Amazon’s board peaked at 30%.[endnoteRef:134] At the same time, all 10 directors were Caucasian.[endnoteRef:135] (See Exhibits 4 and 5 for board director biographies in 1997 and 2018). [129: Amazon Corporate Governance Guidelines. https://ir.aboutamazon.com/corporate-governance/documents-and-charters/guidelines-on-significant-corporate-governance-issues/default.aspx.]  [130:  “Amazon’s 10-K Documents” (SEC.gov, 2018 1997).]  [131:  “Amazon’s 10-K Documents.”]  [132:  “Amazon’s 10-K Documents.”]  [133:  “Amazon’s 10-K Documents.”]  [134:  “Amazon’s 10-K Documents.”]  [135:  “Amazon’s 10-K Documents.”] 


As of 2017, median pay for board directors of 100 of the largest U.S. companies was $290,000.[endnoteRef:136] Amazon’s board directors however were not salaried and received no cash compensation, though “reasonable expenses” for attending meetings were covered.[endnoteRef:137] Stock grants were also awarded per the 1997 Stock Incentive Plan at the discretion of the board.[endnoteRef:138] The stated purpose of this plan was to “enhance the long-term stockholder value of Amazon.com, Inc.” by offering opportunities “to participate in the Company’s growth and success, and to encourage them to remain in the service of the Company and its Subsidiaries and to acquire and maintain stock ownership in the Company.”[endnoteRef:139] Stock awards were reported in aggregate at fair value in the year granted although grants vested over several years (See Exhibit 6 for a sample compensation disclosure for Amazon’s Board of Directors). [136:  Theo Francis, “Pay for Big-Company Directors Tops $300,000,” Wall Street Journal, June 28, 2018, sec. Business, https://www.wsj.com/articles/pay-for-big-company-directors-tops-300-000-1530194401.]  [137:  Amazon.com, Inc. Schedule 14A 2019, 2019. https://www.sec.gov/Archives/edgar/data/1018724/000119312519102995/d667736ddef14a.htm. Accessed 20 April 2020.]  [138:  Amazon.com, Inc. Schedule 14A 2019, 2019. https://www.sec.gov/Archives/edgar/data/1018724/000119312519102995/d667736ddef14a.htm. Accessed 20 April 2020.]  [139:  Amazon.com, Inc. 1997 Stock Incentive Plan, 1997. https://www.sec.gov/Archives/edgar/data/1018724/000119312510090367/dex101.htm. Accessed 20 April 2020. ] 


2018 Shareholder Proposal on Board Diversity

The 2018 proxy season was forecasted to be one of activism.[endnoteRef:140] The #MeToo movement, which began with sexual misconduct allegations against Harvey Weinstein, brought gender-related issues into public dialogue and to investors’ attention.[endnoteRef:141] The movement gained publicity, as more women reported long-standing abuses by powerful men in entertainment, politics, and business.[endnoteRef:142]  Among them was head of Amazon Studios, Roy Price, who resigned days after the #MeToo began, after being accused of sexual assault.[endnoteRef:143] In Nov. 2017, spurred by these allegations, the investor coalition CtW Investment Group authored a letter to Amazon’s board of directors calling for further action to address issues of diversity and inclusion.[endnoteRef:144] In April 2018, CtW followed this with a non-binding shareholder proposal, which would require Amazon to include women and people of color among candidates every time a board director role became vacant.[endnoteRef:145] (See Exhibit 7 for the letter to shareholders).[footnoteRef:2] The proposal was similar to the NFL’s “Rooney Rule,” which was instituted in 2003 and required every team to interview at least one minority candidate for open head coach or general manager positions.[endnoteRef:146]  [140:  Shirley Westcott, Alliance Advisors, and on, “2018 Proxy Season Preview,” accessed October 29, 2019, https://corpgov.law.harvard.edu/2018/04/03/2018-proxy-season-preview/.]  [141:  Westcott, Advisors, and on, “2018 Proxy Season Preview.”]  [142:  Anna North, “More than 250 Powerful People Have Been Accused of Sexual Misconduct in the #MeToo Era. Here’s a Running List.,” Vox.com, December 22, 2017, https://www.vox.com/a/sexual-harassment-assault-allegations-list.]  [143:  Joe Flint Stevens Ben Fritz and Laura, “Roy Price’s Alleged Trail of Drinking and Sexual Harassment Challenges Amazon’s Culture,” Wall Street Journal, November 6, 2017, sec. Business, https://www.wsj.com/articles/roy-prices-alleged-trail-of-drinking-and-sexual-harassment-challenges-amazons-culture-1509986006.]  [144:  “Activists Push for Gender Diversity at Amazon - TheStreet,” accessed September 23, 2019, https://www.thestreet.com/story/14516315/1/activists-push-for-gender-diversity-at-amazon.html.]  [145:  Rey, “Amazon Employees Are Outraged by Their Company’s Opposition to a Plan to Add More Diversity to Its Board.”]  [2:  Shareholder proposals were one mechanism for shareholders to submit a recommendation for a specific course of action on the ballot at a public company’s annual shareholder meeting. As per U.S regulations, shareholders holding at least $2,000 worth of shares, or 1% of the shares with voting rights for at least one year could file shareholder proposals. Shareholder proposals usually dealt with issues of corporate social responsibility or corporate governance and were submitted according to the Exchange Rule 14a-8. The Securities and Exchange Commission allowed corporate boards to exclude a proposal for a certain number of reasons, such as if the proposal suggestion was illegal, irrelevant or violated proxy rules. (Source: “SEC.Gov | Small Entity Compliance Guide Exchange Act Rule 14a-8(i)(8),” accessed March 3, 2020, https://www.sec.gov/info/smallbus/secg/rule14a-8i8-secg.htm.)]  [146:  Rey.] 


Founded in 2006, CtW Investment Group advocated for corporate accountability in order to protect the long-term value of pension plans associated with Change to Win, a union advocacy group.[endnoteRef:147] CtW argued that “shareholder activism can improve long-term performance—particularly those of worker funds that are broadly diversified across the whole market.”[endnoteRef:148] While CtW was not a fiduciary for any particular plan or fund, the funds CtW worked with collectively held over $250 billion in assets.[endnoteRef:149] They focused on major transactions, board and C-suite appointments, executive compensation, and environmental impact, among other issues.[endnoteRef:150], [footnoteRef:3]  [147:  “About CtW Investment Group,” CtW Investment Group (blog), accessed March 2, 2020, http://ctwinvestmentgroup.com/about/.]  [148:  “About CtW Investment Group,” CtW Investment Group (blog), accessed March 2, 2020, http://ctwinvestmentgroup.com/about/.]  [149:  “Dieter Waizenegger » CFA Society New York,” CFA Society New York, August 26, 2019, https://www.cfany.org/speaker-organizer/dieter-waizenegger/.]  [150:  “About CtW Investment Group,” CtW Investment Group (blog), accessed March 2, 2020, http://ctwinvestmentgroup.com/about/.]  [3:  In the recent past CtW had advised shareholders of other major companies like Tesla and Equifax to reconsider the composition of their boards. For instance, in 2017, CtW recommended that Tesla’s shareholders vote against the reelection of three of Tesla’s directors; all three directors were reelected at the following shareholder meeting. (Source: “CtW Letter to Tesla Shareholders,” CtW Investment Group, accessed March 23, 2020, https://ctwinvestmentgroup.com/engagements-all/ctw-letter-to-tesla-shareholders.)] 


At the time of the proposal, all 10 board members of Amazon were white, and seven of 10 directors were men.[endnoteRef:151] Since Amazon did not have any people of color on its board or in executive leadership, many contended that this did not constitute sufficient diversity on an absolute or relative basis. Further, of Amazon’s 18 highest-ranking executives, only one was a woman.[endnoteRef:152] (See Exhibits 8 and 9 for the trend over time in women and minority directors on Amazon’s board). Amazon responded to the proposal citing that its director recruitment process already considers “diversity with respect to race, gender, geography, and areas of expertise.”[endnoteRef:153] Amazon said it was proud of its diverse board and that it was rejecting the proposal because adopting it “would not be an effective and prudent use of the Company’s time and resources.”[endnoteRef:154]  [151:  “Amazon’s 10-K Documents.”]  [152:  Jason Del Rey, “It’s 2017 and Amazon Only Has One Woman among Its 18 Most Powerful Executives,” Vox, October 21, 2017, https://www.vox.com/2017/10/21/16512448/amazon-gender-diversity-leadership-executives-jeff-bezos.]  [153:  “DEF 14A,” accessed September 23, 2019, https://www.sec.gov/Archives/edgar/data/1018724/000119312519102995/d667736ddef14a.htm.]  [154:  Rey, “Amazon Employees Are Outraged by Their Company’s Opposition to a Plan to Add More Diversity to Its Board.”] 


The matter-of-fact response spurred strongly negative reactions from many Amazon employees, the media, lawmakers and the public.[endnoteRef:155] (See Exhibit 10 for the official proposal and board response). Several members of the Congressional Black Caucus expressed frustration over Amazon’s decision in a letter to the company.[endnoteRef:156] The Caucus urged Amazon to reconsider its position, stating that implementing the Rooney Rule “should be the floor, not the ceiling” for diversity efforts.[endnoteRef:157] The Congressional Hispanic Caucus also sent a similar letter asking Amazon to take responsibility for increasing diversity among its executives.[endnoteRef:158]  [155:  Rey.]  [156:  Ali Breland, “Black, Hispanic Lawmakers Hammer Amazon Directors’ Opposition to Diversity Rule,” Text, TheHill, May 11, 2018, https://thehill.com/policy/technology/387369-black-lawmakers-hammer-amazon-directors-opposition-diversity-rule.]  [157:  Breland.]  [158:  Breland.] 


Glass Lewis and Institutional Shareholder Services (ISS)—two of the most prominent and influential proxy advisory firms – also weighed in on the proposal.[footnoteRef:4] Each had their own evolving model of what they considered ‘good governance.’[endnoteRef:159] In Nov. 2017, Glass Lewis updated its gender diversity policy for all meetings to be held after Jan. 1, 2019, stating that it would “recommend voting against the nominating committee chair of a board that has no female members” unless a strong rationale or plan for changing this is presented.[endnoteRef:160] ISS’s latest policies cited a need for diversity of perspective, but only planned to highlight boards with no women, and not make an adverse vote recommendation based solely on lack of gender diversity.[endnoteRef:161] Ultimately, Glass Lewis recommended voting against the proposal, citing Amazon’s existing policy of considering race and gender in selection and citing that Amazon’s board already included three women.[endnoteRef:162] However, ISS favored the proposal, stating, “Shareholders would benefit from having the board adopt a policy to ensure diverse candidates.”[endnoteRef:163]  [4:  Proxy advisory firms provided research and recommendations to institutional investors on proxy votes. Companies relied on proxy advisory firms to different extents. Some relied more heavily or even exclusively on the recommendations of proxy advisors for deciding how to vote, while others had their own in-house proxy voting and stewardship functions. The latter utilized the research from proxy advisory firms as an input into their investment stewardship process.]  [159:  “How Can Boards Coexist with ISS and Glass Lewis?,” accessed October 29, 2019, https://www.kellogg.northwestern.edu/executive-education/the-kellogg-experience/thought-leadership/iss-glass-lewis.aspx.]  [160:  “Guidelines_US.Pdf,” accessed October 29, 2019, https://www.glasslewis.com/wp-content/uploads/2016/11/Guidelines_US.pdf.]  [161:  Westcott, Advisors, and on, “2018 Proxy Season Preview.”]  [162:  Rey, “Amazon Shareholders Are Getting Opposite Advice on Whether Diversity Should Be Mandated for the Company’s Board.”]  [163:  Rey.] 


Two of Amazon’s largest shareholders, The Vanguard Group and BlackRock, were also actively in favor of gender diversity in corporations.[footnoteRef:5] As of Feb. 2018, Vanguard held 27.9 million shares of common stock and represented 5.8% of the company, and BlackRock held 24.5 million shares representing 5.1% of the company.[endnoteRef:164] In Aug. 2017, Vanguard reported publicly that it had joined the 30% Club, an organization that promoted greater female representation in executive and board roles, after adding two new female board members that July.[endnoteRef:165] In Feb. 2018, BlackRock set forth a new set of proxy voting guidelines calling for its portfolio companies to have diverse boards—“we would normally expect to see at least two women directors on every board.”[endnoteRef:166]  [5:  Almost 60 percent of Amazon’s shares were held by institutions, with 3,928 institutions holding stock in total. (Source: “Amazon.Com, Inc., Schedule 14A,” April 19, 2018, https://www.sec.gov/Archives/edgar/data/1018724/000119312518121077/d514607ddef14a.htm.)]  [164:  “Amazon.Com, Inc., Schedule 14A,” April 19, 2018, https://www.sec.gov/Archives/edgar/data/1018724/000119312518121077/d514607ddef14a.htm.]  [165:  Harvard Law School Forum on Corporate Governance and Financial Regulation, “Raising the Stakes on Board Gender Diversity,” accessed March 27, 2020, https://corpgov.law.harvard.edu/2018/01/08/raising-the-stakes-on-board-gender-diversity/; Ryan Vlastelica, “Vanguard Calls for More Diverse Corporate Boards, Better Climate-Change Disclosures,” MarketWatch, accessed March 27, 2020, https://www.marketwatch.com/story/vanguard-calls-for-more-diverse-corporate-boards-better-climate-change-disclosures-2017-08-31; “U.S. 30% Club Announces Public Company Members Have Achieved An Average of 30% Female Representation on Board – 30% Club,” accessed March 27, 2020, https://us.30percentclub.org/2018/06/08/30-and-beyond-the-u-s-30-club-celebrates-a-milestone-achievement/.]  [166:  Sarah Krouse, “BlackRock: Companies Should Have at Least Two Female Directors,” Wall Street Journal, February 2, 2018, sec. Markets, https://www.wsj.com/articles/blackrock-companies-should-have-at-least-two-female-directors-1517598407.] 


Market Trends in Board Diversity

The push for board diversity from investors at Amazon was not surprising given the growing focus on diversity in the C-suite and on U.S. public company boards over the last few years.[endnoteRef:167] A 2018 investor outreach by EY noted that one of the top priorities for institutional investors in 2018 included a focus on board composition, particularly with respect to diversity: “[I]nvestors continue to call for enhanced diversity in director characteristics and experience. This may include gender, race and ethnicity, age, nationality and geography, socio-economic backgrounds or other forms of diversity, but gender was most commonly cited.”[endnoteRef:168]   [167:  Missing Pieces Report: The 2018 Board Diversity Census of Women and Minorities on Fortune 500 Boards.” Deloitte, https://www2.deloitte.com/content/dam/Deloitte/us/Documents/center-for-board-effectiveness/us-cbe-missing-pieces-report-2018-board-diversity-census.pdf.]  [168:  2018 Proxy Season Preview https://corpgov.law.harvard.edu/2018/02/14/2018-proxy-season-review/.  ] 


Investors supporting the case for more diversity depended on the results from various studies, notably one by McKinsey in 2015, which found that companies in the top quartile for gender and racial/ethnic diversity were 15 percent and 35 percent, respectively, more likely to have financial returns above their national industry median.[endnoteRef:169] With respect to board diversity in particular, MSCI Inc.’s 2016 Women on Board’s Report found that U.S. companies that began the five-year period from 2011–2016 with at least three women on its board (three was deemed the “tipping point” needed for female directors to exert influence on a board) experienced a 10-percent increase in ROE and a 37-percent gain in EPS. In contrast, those without female directors experienced a -1 and -8 percent decline respectively.[endnoteRef:170] However, only 30% of executives thought that diversity had a positive effect on their financial performance, according to a 2016 Oxford Economics survey.[endnoteRef:171] And despite finding that companies in the top quartile for diversity (gender or ethnic) had above industry median financial returns, a 2016 McKinsey report noted that “correlation does not equal causation (greater gender and ethnic diversity in corporate leadership doesn’t automatically translate into more profit).”[endnoteRef:172]    [169:  Vivian Hunt, Dennis Layton, and Sara Prince, “Diversity Matters,” McKinsey & Company, February 2, 2015, https://www.mckinsey.com/~/media/mckinsey/business%20functions/organization/our%20insights/why%20diversity%20matters/diversity%20matters.ashx.]  [170:  Pamela M. Harper, “Corporate Board Diversity: Gaining Traction Through Investor Stewardship,” Business Law Today, accessed February 11, 2021, https://businesslawtoday.org/2018/07/corporate-board-diversity-gaining-traction-investor-stewardship/.]  [171:  Oxford Economics, “Driving Diversity and Inclusion,” https://d2rpq8wtqka5kg.cloudfront.net/374103/open20170622090500.pdf?Expires=1588626181&Signature=EBZNY7AW9guZchtiWbxLGHq5ecode-NR9fqu91z0~D4fR~O9GEMWsXGxrco8wFePbHERx3rTps64BGpZyznQ0mDjaTbaVyj-AiKLbEf-D5NT0Vol1WP9rdFTsKHHYxxUMmn3Ke2YA14JUmPrWY0l4bIL2-Y3XkBvquzGvu~q0QSSTWJ9LZSm~mVXm8i7peEAvRlaCSlNGIvfD7SDkwEK4eBs9~IZnLYEksPXWpkh2Q7rdm-Sk5n0SKCJEMP3iu2gRNnT7ssIhRhkB1URx285CVoIb4u2cfQEBgCRjTHZQ6cQIFUqiK0sk-q8PiJ9Yud3N8KMpDH~yh~24DGRSuo4dg__&Key-Pair-Id=APKAJVGCNMR6FQV6VYIA. Accessed May 2020. ]  [172:  Vivian Hunt, Dennis Layton, and Sarah Prince, “Why Diversity Matters,” McKinsey and Company, January 2015. https://www.mckinsey.com/business-functions/organization/our-insights/why-diversity-matters. Accessed May 2020. ] 


In support of greater corporate diversity, several states, such Massachusetts, Illinois, Pennsylvania and Colorado, had introduced non-binding resolutions encouraging diversity on company boards.[endnoteRef:173] California, despite opposition from several businesses, was close to signing a law mandating a certain proportion of corporate boards domiciled in the state be comprised of women. In the words of California’s governor Jerry Brown, “Given all the special privileges that corporations have enjoyed for so long, it’s high time corporate boards include the people who constitute more than half the ‘persons’ in America,”.[endnoteRef:174] This movement towards ensuring that certain board seats be reserved for women and minorities was not without contention. California’s Chamber of Commerce, argued that a quota based solely on gender takes into account only one element of diversity and would violate the U.S. and California constitutions because it could conceivably put companies in the position of turning down a male board candidate or displacing a male board member based on his sex.[endnoteRef:175]  [173:  Jeff Green and Andrea Vittorio, “New Jersey Follows California in Measure to Add Women to Boards,” Bloomberg, December 21, 2018, https://www.bloomberg.com/news/articles/2018-12-21/new-jersey-follows-california-in-measure-to-add-women-to-boards.]  [174:  Patrick McGreevy, “Gov. Jerry Brown signs bill requiring California corporate boards to include women,” Los Angeles Times, September 30, 2018, https://www.latimes.com/politics/la-pol-ca-governor-women-corporate-boards-20180930-story.html.]  [175:  Vanessa Fuhrmans and Alejandro Lazo, “California Moves to Mandate Female Board Directors,” Wall Street Journal, August 18th, 2018, sec. Business, https://www.wsj.com/articles/california-moves-to-mandate-female-board-directors-1535571904.] 


Nevertheless, proponents of more diversity in the boardroom were heartened by the progress they saw. According to a multiyear study published by the Alliance for Board Diversity (ABD) in collaboration with Deloitte, the number of Fortune 500 companies with more than 40 percent diversity has more than doubled since 2012, from 69 to 145.[endnoteRef:176] In 2018, women and minorities held an all-time high of 1,929 seats on Fortune 500 boards (about 31%), as compared to 1,677 board seats in 2016. [endnoteRef:177] Total minority representation had also increased from 12.8% in 2010 (when the Fortune 500 data were first compiled) to 16.1% in 2018. (See Exhibit 11 for the trend in Fortune 500 board seats from 2010-2018).[endnoteRef:178] Similarly, 87% of S&P500 boards had at least two women in 2018, as compared to 56% in 2008.[endnoteRef:179] On average, S&P500 boards had 2.6 women directors in 2018, as compared to 1.7 in 2008.[endnoteRef:180] [176:  “Women and Minorities on Fortune 500 Boards: More Room to Grow,” Deloitte Risk & Compliance Journal, March 12th, 2019, https://deloitte.wsj.com/riskandcompliance/2019/03/12/women-and-minorities-on-fortune-500-boards-more-room-to-grow/.]  [177:  “Women and Minorities on Fortune 500 Boards: More Room to Grow,” Deloitte Risk & Compliance Journal, March 12th, 2019, https://deloitte.wsj.com/riskandcompliance/2019/03/12/women-and-minorities-on-fortune-500-boards-more-room-to-grow/.]  [178:  “Missing Pieces Report: The 2018 Board Diversity Census of Women and Minorities on Fortune 500 Boards.” Deloitte, https://www2.deloitte.com/content/dam/Deloitte/us/Documents/center-for-board-effectiveness/us-cbe-missing-pieces-report-2018-board-diversity-census.pdf.]  [179:  “Women on Corporate Boards: Quick Take.” Catalyst, March 13, 2020, https://www.catalyst.org/research/women-on-corporate-boards/#footnote10_53e2n42.]  [180:  “Women on Corporate Boards: Quick Take.” Catalyst, March 13, 2020, https://www.catalyst.org/research/women-on-corporate-boards/#footnote10_53e2n42.] 


A large part of this progress was due to shareholder activism. For example, two large institutional investors, the California Public Employees’ Retirement System, the largest public pension fund in the U.S., and the California State Teacher’s Retirement System, the largest teachers’ retirement fund in the U.S., had proactively called for more women directors in the companies they invest in.[endnoteRef:181] Still, according to many advocates of gender equality, the progress was not at a desired pace. “We are on pace right now to reach gender parity in boardrooms by 2055,” noted Shannon Gordon, CEO of TheBoardlist[footnoteRef:6], “So we are just not where we need to be.”[endnoteRef:182]   [181:  Ricardo Duran and Charlotte Laurent-Ottomane, “CalSTRS and The Thirty Percent Coalition Expand Campaign for More Women on Corporate Boards,” CalSTRS News Release, October 2014,  https://www.calstrs.com/news-release/calstrs-and-thirty-percent-coalition-expand-campaign-more-women-corporate-boards. ]  [6:  TheBoardlist connected executives and investors with qualified women who may not otherwise be considered for board appointments. ]  [182:  Patrick McGreevy, “Gov. Jerry Brown signs bill requiring California corporate boards to include women,” Los Angeles Times, September 30, 2018, https://www.latimes.com/politics/la-pol-ca-governor-women-corporate-boards-20180930-story.html.] 


Amazon’s Decision

With rising media attention and increasing scrutiny from institutional investors, Amazon’s board of directors needed to decide how to proceed on their recommendation regarding CtW’s proposal. As the board met in mid-May to debate this issue, they considered some key implications of adding more women and minorities on their board. How would the focus on diversity, as defined by the shareholder proposal, impact board effectiveness, company profitability and culture? Should Amazon consider the view that board composition needed to evolve organically with an organization’s strategic direction, or should they follow the Rooney Rule going forward? Moreover, how would the latter strategy affect the behaviors of women and minority members of the board?
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Exhibit 1Timeline of Some of Amazon’s Key Initiatives (Top Half of Timeline) and Board Member Appointments (Bottom Half of Timeline)



Source:	Casewriter adapted from Amazon website.
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Exhibit 2Walmart and Amazon’s Market Capitalizations.



Source:	Capital IQ.

Note: 	Amazon’s market capitalization surpassed that of Walmart in 2015.






Exhibit 3Amazon’s Income Statement, 2013 to 2018

		

		12/31/2013

		12/31/2014

		12/31/2015

		12/31/2016

		12/31/2017

		12/31/2018



		Total Revenues

		74452

		88988

		107006

		135987

		177866

		232887



		Cost Of Goods Sold

		54181

		62752

		71651

		88265

		111934

		139156



		Gross Profit

		20271

		26236

		35355

		47722

		65932

		93731



		Selling General & Admin Exp.

		12847

		16650

		20411

		27284

		38992

		52177



		R & D Exp.

		6565

		9275

		12540

		16085

		22620

		28837



		Other Operating Expense/(Income)

		114

		133

		171

		167

		214

		296



		Other Operating Exp., Total

		19526

		26058

		33122

		43536

		61826

		81310



		Operating Income

		745

		178

		2233

		4186

		4106

		12421



		Interest Expense

		-141

		-210

		-459

		-484

		-848

		-1417



		Interest and Invest. Income

		38

		39

		50

		100

		202

		440



		Net Interest Exp.

		-103

		-171

		-409

		-384

		-646

		-977



		Income / (Loss) from Affiliates

		-71

		37

		-22

		-96

		-4

		9



		Currency Exchange Gains (Loss)

		-137

		-127

		-266

		21

		247

		-206



		Other Non-Operating Inc. (Exp.)

		2

		11

		15

		9

		-21

		17



		EBT Excl Unusual Items

		436

		-72

		1551

		3736

		3682

		11264



		Gain (Loss) On Sale Of Invest.

		-1

		-2

		-5

		60

		120

		6



		Gain (Loss) On Sale Of Assets

		0

		0

		0

		0

		0

		0



		EBT Incl Unusual Items

		435

		-74

		1546

		3796

		3802

		11270



		Income Tax Expense

		161

		167

		950

		1425

		769

		1197



		Net Income to Company

		274

		-241

		596

		2371

		3033

		10073



		Basic EPS

		0.59956

		-0.52165

		1.27623

		5.00211

		6.31875

		20.68378



		Basic EPS Excl. Extra Items

		0.59956

		-0.52165

		1.27623

		5.00211

		6.31875

		20.68378








Exhibit 3 (cont.)

		

		12/31/2013

		12/31/2014

		12/31/2015

		12/31/2016

		12/31/2017

		12/31/2018



		Weighted Avg. Basic Shares Out.

		457

		462

		467

		474

		480

		487



		Diluted EPS

		0.59

		-0.52165

		1.25

		4.9

		6.15

		20.14



		Weighted Avg. Diluted Shares Out.

		465

		462

		477

		484

		493

		500



		Normalized Basic EPS

		0.59628

		-0.0974

		2.07575

		4.92616

		4.79427

		14.45585



		Normalized Diluted EPS

		0.58602

		-0.0974

		2.03223

		4.82438

		4.66785

		14.08



		Shares per Depository Receipt

		0.5

		0.5

		0.5

		0.5

		0.5

		0.5



		Revenues per Share

		162.91466

		192.61472

		229.1349

		286.89241

		370.55417

		478.20739



		Advertising Expense

		2400

		3300

		3800

		0

		0

		0



		Marketing Expense

		645

		907

		1264

		6910

		9558

		13045



		Selling And Marketing Expense

		3133

		4332

		5254

		7233

		10069

		13814



		General and Administrative Expense

		1129

		1552

		1747

		2432

		3674

		4336



		R&D Expense (Foot Note)

		451

		559

		635

		16085

		22620

		28837



		Net Rental Expense, Total

		759

		961

		1100

		1400

		2200

		3400



		Imputed Oper. Lease Interest Exp

		165.54701

		161.90928

		256.2824

		285.8688

		462.6336

		825.3296



		Imputed Oper. Lease Depreciation

		593.45299

		799.09072

		843.7176

		1114.1312

		1737.3664

		2574.6704



		Stock-Based Comp., R&D Exp

		603

		804

		1224

		1664

		2305

		2888



		Stock-Based Comp., S&M Exp

		88

		125

		190

		323

		511

		769



		Stock-Based Comp., G&A Exp

		149

		193

		223

		315

		441

		567



		Stock-Based Comp., SG&A Exp

		294

		375

		482

		657

		911

		1121



		Stock-Based Comp., Total

		1134

		1497

		2119

		2975

		4215

		5418



		Stock Based Comp. Exp., Before Tax

		1134

		1497

		2119

		2975

		4215

		5418



		Stock Based Comp. Exp. Tax Effect

		0

		0

		-593

		-907

		-860

		-1100



		Stock Based Comp. Exp., After Tax

		0

		0

		1526

		2068

		3355

		4318





Source:	Amazon’s SEC Filings, 2013 – 2018.


Exhibit 4Amazon’s Board of Directors with Biographies, 1997



Source:	Images of Bezos and Stonesifer: Amazon Investor Relations, https://ir.aboutamazon.com/ (accessed Feb. 2020).
Image of Cook: Intuit website, https://www.intuit.com/company/executives/ (accessed Feb. 2020).
Image of Doerr: Vox, Courtesy of Kleiner Perkins, https://www.vox.com/2018/5/14/17350538/john-doerr-measure-what-matters-book-kleiner-perkins-okrs-kara-swisher-teddy-schleifer-podcast (accessed Jan. 2020).
Image of Alberg: Madrona Venture Group, https://www.madrona.com/team-profiles/tom-alberg/ (accessed Feb. 2020).

	Text Sources: Compiled from Capital IQ professional summaries; Forbes profiles; “Who’s Who on Obama’s New Economic Advisory Board,” LA Times Blogs - Money & Company (blog), February 6, 2009 ; “Short: Stonesifer Joins Amazon.Com’s Board,” CNET, accessed October 30, 2019 ; “Patty Stonesifer Leaving Martha’s Table,” Washington Business Journal, accessed October 30, 2019; “Patty Stonesifer,” The Rockefeller Foundation, accessed October 30, 2019 ; “Tom Alberg,” Madrona Venture Group, accessed October 30, 2019. 


Exhibit 5Amazon’s Board of Directors with Biographies, 2018
Directors include Jeff Bezos, Patricia Stonesifer, and Tom Alberg (See Exhibit 4)









Source: 	Images of Rubinstein, Huttenlocher, Ryder, Gorelick, McGrath, and Weeks: Amazon’s Investor Relations page, https://ir.aboutamazon.com/ (accessed Feb. 2020).
Image of Seely Brown: Pacific Standard, https://psmag.com/author/john-seely-brown (accessed Feb. 2020).

	Text Sources: Compiled from John Seely Brown’s website; “Center for the Edge,” Deloitte United States, accessed October 30, 2019;  Richard Feloni Levy Rachael, “A Former Steve Jobs Lieutenant Is Stepping down from a Key Role at the World’s Largest Hedge Fund after Just 10 Months,” Business Insider; Pui-Wing Tam, “Apple’s Podfather’ Now Aims to Revive A Wilting Palm,” Wall Street Journal, December 13, 2007, sec. News; Chris Ziegler, “Pre to Postmortem: The inside Story of the Death of Palm and WebOS,” The Verge, June 5, 2012; Joshua Topolsky, “The Exit Interview with Jon Rubinstein: ‘What We Accomplished Has Been Amazing,’” The Verge, January 27, 2012; Levy, “A Former Steve Jobs Lieutenant Is Stepping down from a Key Role at the World’s Largest Hedge Fund after Just 10 Months”; “Amazon Names Cornell Tech Founding Dean and Xerox Veteran Daniel Huttenlocher to Board,” GeekWire, September 8, 2016; “Dan Huttenlocher Named Inaugural Dean of MIT Schwarzman College of Computing,” MIT News; “The Professor Leading New York City’s Answer to MIT,” Financial Times, August 21, 2015; “Thomas O. Ryder, Chairman and CEO of the Reader’s Digest Association, Elected to Amazon.Com Board of Directors,” Business Wire, November 6, 2002; “Amazon Board Adds Jamie Gorelick, Former Fannie Mae and DOJ Official – GeekWire,” accessed December 4, 2019; Ryan Mac, “Amazon Board Now 30% Women With Election Of Former MTV CEO Judy McGrath,” Forbes, accessed December 4, 2019; “Judy McGrath Recruits Former MTV Exec for New Sony Venture (Exclusive),” The Hollywood Reporter, accessed December 4, 2019;  ABC News, “What Does Amazon’s Newest Board Member Bring?,” ABC News, accessed December 4, 2019; “Wendell P Weeks, Corning Inc: Profile and Biography,” Bloomberg.com ; “Wendell P. Weeks, MBA 1987 - Alumni - Harvard Business School.” 


Exhibit 6Amazon Board Director Compensation, 2013 to 2018.

		

		Awards ($)



		

		2013

		2014

		2015

		2016

		2017



		Jeffrey Bezos

		

		

		

		

		



		Tom Alberg

		769,572

		

		

		793,087

		



		Patricia Stonesifer 

		769,572

		

		

		793,087

		



		Thomas Ryder 

		769,572

		

		

		793,087

		



		William Gordon 

		769,572

		

		

		

		883,209



		John Seely Brown

		

		

		979,395

		

		



		Alain Monie

		

		

		979,395

		

		



		Jonathan Rubinstein

		769,572

		

		

		793,087

		



		Jamie Gorelick 

		

		

		979,395

		

		



		Judith McGrath 

		

		797,000

		

		

		890,632



		Daniel Huttenlocher

		

		

		

		890,730

		



		Wendell Weeks

		

		

		

		676,125

		





Source:	 Company SEC Filings, 2013-2018. 

Note:	“Current” denotes that the individual served as a board director in the year referenced. Stock awards are “reported at aggregate grant date fair value in the year granted, as determined under applicable accounting standards. Grant date fair value for restricted stock units is determined based on the number of shares granted multiplied by the average of the high and the low trading price of common stock of the Company on the grant date, without regard to the fact that the grants vest over a number of years.”; “Mr. Bezos does not receive any compensation for his services as a director in addition to his compensation as Chief Executive Officer.”; “All of the unvested restricted stock units granted to Mr. Gordon for his service as a director were cancelled in March 2017 when he ceased to serve as a director.”




Exhibit 7CtW Investment Group’s Letter to Shareholders, April 27, 2018.

We urge you to join us in voting FOR Item 4 “Shareholder Proposal Regarding Diverse Board Candidates,” at Amazon.com, Inc.’s 2018 Annual Meeting of Shareholders on May 30, 2018. This proposal calls on the Amazon board of directors to implement a “Rooney Rule” requiring that the initial list of candidates from which new management-supported director nominees are chosen should include (but need not be limited to) qualified women and minority candidates. The Rooney Rule originated in the National Football League, where teams are required to interview at least one minority candidate for any open head coaching or general manager position. In the corporate sector, the Rooney Rule has been successfully implemented in the director search process by many companies, including Microsoft and Costco.

Shareholders have long believed that embracing diversity will benefit companies by providing greater access to talent, harnessing existing talent more effectively, and improving decision making by reducing groupthink and similar psychological biases. There is now ample evidence in support of this belief: in a 2017 study of over 1,000 corporations in 12 countries, McKinsey found that companies with the most diverse leadership (top quartile) for gender were 21% more likely to earn above average profits, while those in the top quartile for ethnic/cultural diversity were 33% more likely to outperform. Moreover, McKinsey found that companies in the bottom tier of leadership diversity (assessed on both gender and ethnic/cultural) were 29% less likely to achieve above average profitability than all companies studied. Research from a wide variety of sources, including the law firm Paul Hastings, the Peterson Institute for International Economics, and Credit Suisse, further bolsters the shareholder case for diversity.

While Amazon’s board articulates support for diversity among directors and executives, it has failed to translate that verbal support into practical action. In particular, the Amazon board does not include any racial or ethnic minority directors. This stands in contrast to the 17 retail, Internet, technology, and media companies Amazon identifies as peers in its current proxy statement, each of which has at least one director of color, while 10 of the 17 have at least three directors of color. Additionally, only six of Amazon’s top 105 executives are Asian, only one is Hispanic or Latino, and none are Black or African American.  The underrepresentation of people of color in Amazon’s leadership is at odds with its U.S. workforce, which is fairly diverse (21% Black, 13% Asian, 13% Hispanic), and may limit the board and the executive team’s ability to identify business opportunities and risks: for instance, in 2016 Bloomberg found that in six major same-day delivery cities, Amazon’s service area excluded predominantly Black zip codes (Amazon has subsequently expanded same-day delivery in at least three of these cities), while a report by Color of Change found that Amazon’s streaming service was one of eight networks at which more than 90% of shows had zero or one Black writer, and that only one of 16 Amazon shows examined had a non-white showrunner.

Though the Amazon board includes three female directors, among its 17 self-identified peers, a majority (nine of 17) have four or more female directors. Moreover, Amazon’s ongoing diversity and inclusion issues suggest the company could use more women in leadership. According to the New York Times, only one of the 16 executives reporting directly to the CEO is a woman, while Amazon’s EEOC filings indicate that only 23 of Amazon’s top 105 executives are women (22%). Again, Amazon’s leadership is less diverse than its workforce: women comprise 39% of Amazon employees globally. The website Fairygoodboss.com, which allows women to rate their employers in terms of fairness and opportunity, has ranked Amazon far behind its major technology peers in each of the last two years. Finally, the Roy Price sexual harassment scandal–in which Amazon was aware of Mr. Price’s harassing behavior for nearly two years before taking action to remove him–evinces a further basis for concern that the company has not established a tone at the top which regards harassment as unacceptable and diversity as a critical goal.

With six director departures in the last 10 years, Amazon has had numerous opportunities to add gender, racial, and ethnic diversity to its board. In addition, its corporate governance guidelines have stated that “the Nominating and Corporate Governance Committee… seeks out candidates with a diversity of experience and perspectives” during that entire period. But the low-diversity status quo has persisted. Amazon’s two most recent director appointments have been white men, both initially recommended by existing Amazon directors. In fact, the last time Amazon disclosed that a new director was not initially recommended by an existing director was 2010 (with the exception that Amazon provided no disclosure for an appointment in 2014). Board diversity at Amazon would be promoted by more meaningful external searches that also include women and minorities as candidates. For example, at Microsoft and Costco, the Rooney Rule has contributed to diverse director appointments: after adopting new policies, Microsoft has appointed three men and three women, one of whom is a person of color, and Costco has appointed one woman and two men, one of whom is a person of color.

Our Rooney Rule proposal establishes a modest but demonstrably effective requirement that we believe will accelerate the transition from talk to action at Amazon. Please join us in voting FOR Item 4 “Shareholder Proposal Regarding Diverse Candidates.”

Sincerely,

Dieter Waizenegger                                                                              Mary Kay Henry
      Executive Director, CtW Investment Group                                     Trustee, SEIU Pension Plans Master Trust



Source:	SEC Filings, https://www.sec.gov/Archives/edgar/data/1018724/000137773918000013/amzn_dearsh.htm.






Exhibit 8Amazon’s Board Diversity over Time 



Source:	Amazon’s SEC Filings, 1997 – 2018.
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Exhibit 9Amazon Board Members, 1997 to 2018.



Source:	Casewriter, adapted from the company’s SEC filings.
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Note:	Age is age at time of appointment to the board. For gender, M is male and F is female. For race, W is white and B is black. Tenure refers to years spent on the board as of 2018. For committee, A refers to the Auditing committee, N to Nominating and Corporate Governance, and L to Leadership Development and Compensation. Also in the committee column, C in parenthesis indicates that the director is the committee chair and * indicates that the director is not seeking re-election at the next annual meeting. 
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Exhibit 10Shareholder Proposal Regarding Diverse Board Candidates

Beginning of Shareholder Proposal and Statement of Support:

Resolved: Shareholders request that the Board […] adopt a policy for improving board diversity (the “Policy”) requiring that the initial list of candidates from which new 14 management-supported director nominees are chosen (the “Initial List”) […] should include (but need not be limited to) qualified women and minority candidates. […] 

Supporting Statement

A growing body of empirical research indicates a significant positive relationship between firm value and the presence of women and minorities on boards. […] At present, the board of Amazon.com, Inc. includes no racial or ethnic minorities, according to data from Institutional Shareholder Services, and just three women.

The New York Times has also reported that only one of the sixteen senior executives reporting to the CEO is a woman, compared to three of fifteen executives reporting to the CEO at Microsoft, and six of eighteen at Apple. We believe that companies with a strong commitment to diversity throughout the organization enhance their long-term value by reducing their potential legal and reputational risks associated with workplace discrimination – including sexual harassment – and building a reputation as a fair employer.

[…] The Policy we propose resembles the Rooney Rule in the National Football League (NFL), which requires teams to interview minority candidates for head coaching and senior football operations openings. While corporate boards may face differing circumstances, it is difficult to ignore the positive impact of the Rooney Rule on diversity. In the twelve years before the Rule was implemented, the NFL had four minority head coaches and one minority general manager. Twelve years after its adoption, the NFL had sixteen minority head coaches and eight minority general managers. 

Policies like the one advanced in this Proposal have been adopted by the nominating and governance committees of Gentex Corporation, Costco Wholesale Corporation, Home Depot, Whole Foods Market, IDEXX Labs, Stryker Corporation and Neogen Corporation. We urge shareholders to vote for this proposal.

End of Shareholder Proposal and Statement of Support 

Recommendation of the Board of Directors on Item 4 

The Board of Directors recommends that you vote against this proposal. 

Amazon’s commitment to diversity is reflected in our existing director recruitment and evaluation process. [Amazon] annually reviews the tenure, performance, and contributions of existing Board members to the extent they are candidates for re-election, and considers all aspects of each candidate’s qualifications and skills in the context of the Company’s needs at that point in time and […] seeks out candidates with a diversity of experience and perspectives, including diversity with respect to race, gender, geography, and areas of expertise. When considering candidates as potential Board members, the Board and the Nominating and Corporate Governance Committee evaluate the candidates’ ability to contribute to our Board’s diversity. The Board assesses its effectiveness in this regard as part of its annual Board and director evaluation process. Currently, one-third of our independent directors are women. 

Among the qualifications and skills of a candidate considered important by the Nominating and Corporate Governance Committee are: a commitment to representing the long-term interests of shareholders; customer experience skills; Internet savvy; an inquisitive and objective perspective; the willingness to take appropriate risks; leadership ability; personal and professional ethics, integrity, and values; practical wisdom and sound judgment; and business and professional experience in fields such as operations, technology, finance/accounting, product development, intellectual property, law, multimedia entertainment, and marketing. 

Our processes for nominating directors involve complex considerations that are designed to advance the long-term interests of shareholders. We are strongly committed to providing equal opportunity; and we are proud of our diverse Board. Diversity is a cornerstone of our continued success, and we benefit from the diverse perspectives of our directors. 

Given our commitment to equality and the nature of our business, the Board believes that adoption of the policy requested by the proposal would not be an effective and prudent use of the Company’s time and resources.

THE BOARD RECOMMENDS THAT YOU VOTE “AGAINST” THIS PROPOSAL REGARDING DIVERSE BOARD CANDIDATES.

Source:	SEC filings, https://ir.aboutamazon.com/static-files/3af60b72-8be7-4dad-aef9-dd87b94a60f0.

Exhibit 11Diversity of Fortune 500 Boards, 2010 to 2018.

		

		2010

		2012

		2016

		2018



		

		#

		%

		#

		%

		#

		%

		#

		%



		Total men

		4,607

		84.30%

		4,575

		83.40%

		4,340

		79.80%

		4,392

		77.50%



		Total women

		856

		15.70%

		913

		16.60%

		1,100

		20.20%

		1,278

		22.50%



		Women and minorities

		1,395

		25.50%

		1,468

		26.70%

		1,677

		30.80%

		1,929

		34%



		Minority men

		539

		9.90%

		555

		10.10%

		577

		10.60%

		651

		11.50%



		Minority women

		161

		2.90%

		176

		3.20%

		207

		3.80%

		261

		4.60%



		Minorities

		700

		12.80%

		731

		13.30%

		784

		14.40%

		912

		16.10%



		Total board seats

		5,463

		

		5,488

		

		5,440

		

		5,670

		0





Source:	‘The Missing Pieces Report: The 2018 Board Diversity Census of Women and Minorities on Fortune 500 Boards,’ Deloitte and the Alliance for Board Diversity.

Note:	Fortune 500 analyses are based on data from 490 companies in the Fortune 500. Results were accurate within one-tenth of a percent. Percentages may not sum to 100 because of rounding.




Endnotes
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