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Executive Summary
This assignment gives a systematic analysis of the organisation, Barnes & Noble, (B&N) regarding digital disruption and the nature of opportunities affecting the industry for digital media technologies. It includes the assessment of changing technology, regulatory and consumer dynamics in light of the products offered by the company. 
The tools used for the analysis include the Business Model Canvas, Three Dimensions of Disruption, Value System, 6 Ps of marketing, SWOT analysis and Customer Life Cycle.
The assignment concludes that the bookselling business is digitally disrupted on a technology level, the value system, distribution channels, consumer dynamics, as well as the regulatory environment. B&N have adapted their business model to suit the digital era, but there is room for improvement.
Recommended improvements include addressing the high prices of their e-books and making their downloadable app more user-friendly and compatible with all devices. B&N should address risks associated with short-term contracts with third-party partners, and redesigning their brick and mortar stores to incorporate digital/techno systems and an environment that would attract new customers.
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INTRODUCTION
Barnes & Noble, Inc. (B&N or ' the business ') headquartered in the United States (US), a principal specialist in content, electronic media and educational products. The company runs six hundred and twenty-seven bookstores in over 50 states as well as BN.com, one of the largest e-commerce Websites. 
(In June 2019 B&N announced that Elliott Management would acquire the company).
This assignment aims to give a systematic analysis of the organisation, in light of digital disruption and the opportunities affecting the industry for digital media technologies. The task includes assessments of changing technology, regulatory and consumer dynamics in light of the products offered by B&N. 
Included in the book industry, are physical and e-books. The online segment of the book industry comprises of e-books read on computers or other digital devices like tablets.
INDUSTRY DISRUPTION
Over 100 years after its formation, B&N’s most significant threat came to life. In its early web days, Amazon, striking at the very core of B&N book sales, transformed the face of the retail book market (Manning, Brian, 2016). Initially, B&N seized digital technology quickly. In 1997, two years after the launch of Amazon.com, B&N opened their online bookstores. They launched the Nook e-reader in 2009, two years after Amazon introduced the Kindle. Buyers looked at such tools as pure e-readers. Aspects like screen size, weight, and pricing were competitive, which enabled B&N to win market share from Amazon (Manning, Brian, 2016). They produced ten different Nook generations. Nevertheless, the Nook’s revenues kept decreasing, and they separated the unsuccessful Nook category in June 2014.  
By 2012, the e-book market share grew to 22.6%. Publishers feared that this was the end of physical books. But in 2013 e-book sales for the 1,200 largest publishers began decreasing and have continued to do so. These 1200 publishers are losing market share due to high digital book prices.
In 2017, Amazon e-book sales grew, and reader base numbers for Kobo and Apple increased. Amazon owns 80% of the book market, and they do not report sales of self-published e-books. Audiobooks grew by 29.5% in 2017 and by 32.1% in the first quarter of 2018. The digital retail business in the US is expected to reach a value of US$447.4 billion by 2022 from US$297.8 billion in 2017. 
E-Books shape a relevant market category and will continue to do so. The market is at a point where electronic and conventional books can co-exist in a compatible environment with one another. 
BUSINESS MODEL CANVAS (BMC)
Both traditional and digital business models are reflected in Illustration 1 below. Points highlighted in red suggest how B&N could improve its business model.
Customer Segments
Barnes and Noble have a diverse target market (Cleverism, 2019).

Illustration 1. Business Model Canvas comparing traditional bookstores and e-bookstores.
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Customer relationships
Consumers buy directly on a self-service basis, search for titles on mobile devices, tablets and e-readers while books are delivered immediately to their devices (Cleverism 2019).
Channels
The NOOK platform provides a collection of digital books, available online or over mobile devices, read on NOOK devices and NOOK applications for iOS and Android devices. (Cleverism 2019).
Value Proposition
Christensen (2004), said transformative innovation creates a new value proposition. B&N added value because online purchases or reading is possible wherever you are, downloads are immediate or deliveries are made directly to you. 
They can reorganise current markets and develop new ones (Christensen, 2003). Transformative technologies form two groups: low end and new market. (Christensen, 2003). Illustration 2 demonstrates the three-dimensional levels of disruption. E-books are less expensive than paper books, (RVwest, 2011; Vaara, 2010) thus affordable to customers who could not afford books before. E-Books are easily accessible from e-stores; you can buy e-book readers and download apps for free on most devices. New markets for e-readers, e-books and audio-books were created.
Illustration 2. The three dimensions of the disruption model showing low-end disruption and new-market disruption
(Christensen & Raynor, 2003; Cheeks, 2016). 
[image: ]e-book readers can be bought and apps are free to download on most devices. New markets for e-readers, e-books and audio-books have been created.
By  2012, the e-book market share had grown to 22.6%.
People who could not afford traditional books

Key Activities
NOOK is the companies digital business, providing sales of e-books, e-readers, and accessories. (Cleverism 2019).
Key Resources
Essential resources are its catalogue of products, its digital platforms and technologies, its IT infrastructure, its partnerships, and its personnel. (Cleverism 2019).
Key Partners
Key partners include Suppliers and Vendors, Strategic and Alliance Partners, Affiliate and Marketing Partners and College Partners. All contracts are short term, making B&N very vulnerable. In June 2019 they included self-publishing authors. (Cleverism 2019).
Cost structure
The costs include the acquisition of inventories, channel operation, maintenance of IT infrastructure and digital platforms, management of their partnerships and personnel retention. (Cleverism 2019).
Revenue Streams
E-books and other digital goods contribute to the traditional income streams. (Cleverism 2019).
PORTERS VALUE CHAIN
Illustration 3 demonstrates how e-books have disrupted the value chain. E-books involve more players are from content creation to distribution. There are more user interfaces available to use.
Illustration 3. The traditional value system of book publishing and the (Cheeks, 2016) emerging digital value system (Traditional value system information by Joensuu et al. 2001. Model by Porter, 1985, adopted for media industry analysis by Wang, 2008 (Cheeks, 2016; Vaara, 2010). 
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Six P’s of Marketing
B&N have a comprehensive marketing strategy covering all aspects of the 6P’s. Their e-books, however are expensive, causing them to lose market share. See illustration 4.

Illustration 4. The Six P’s of Marketing
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BARNES & NOBLE SWOT ANALYSIS

[image: ]Illustration 5.


STRENGTHS
Strategic.
B&N uses different forms of advertising and sales to drive business. The multi-channel e-commerce platform delivers various promotions and merchandising initiatives to increase traffic (Marketline, 2019). The website www. Barnesandnoble.com provides a clear corporate identity with direct shipping services to improve client interaction. B&N introduced new tools that support the omnichannel approach on the BN.com platform (Marketline, 2019).
Operational
Barnes & Noble's robust distribution networks minimise its reliance on third parties (Marketline, 2019). Those distribution centres enable the client to directly procure orders and shipments in time (Marketline, 2019).

WEAKNESSES
Dependence on suppliers.
E-Book prices are high.
B&N depends on a few domestic and global suppliers. (Marketline, 2019). 
B&N has no long-term contracts with providers to ensure access to products, materials or services, content, specific terms and conditions of payment or extension of credit limits.
Digital Technology developments
The NOOK app is not compatible with all devices and is cumbersome to use. 

OPPORTUNITIES
Growth of the US online retail industry and the growth of traditional book markets could benefit Barnes & Noble. 

THREATS
Growing organised crime.
Competitive environment.
Cybersecurity risks

CONSUMER DYNAMICS
 Customer expectations changed when the iPad was introduced in 2010. Apple highlighted the importance of getting close to your customers to uncover their unmet needs. More media outlets are open to users than ever was. Consumers are multi-tasking, expanding and shifting from conventional to modern digital forms of media. They've adjusted their communication and their means of engagement with media companies, and one another. (Korgaonkar and Gironda, 2014; Pynta et al., 2014). Digital apps must support the phases of the online customer journey to improve customer relationships and boost sales. See Illustration 6.

Illustration 6. Customer Life Journey
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Getting closer to customers, listening to them, identifying their problems and providing solutions will help to grow B&N e-business.

Regulatory Environment
Complications around ownership of e-material for online distributors and individuals buying books is an ongoing issue, and the finalisation of the legalities is not final. Online piracy remains a problem.

Conclusion
The bookselling business has been digitally disrupted on a technology level, the value system, distribution channels, consumer dynamics, as well as the regulatory environment. B&N have adapted their business model to suit the digital era, but there is room for improvement. In June 2019 Barnes & Noble services allowed self-published authors and unproduced screenplay writers to publish on their site which will add an income stream to their business.

Recommendation
For their success going forward, B&N should improve the technology of the downloadable app, making it user-friendly and compatible with all devices. They should address their pricing strategy as they are losing market share because of high-priced e-books. They must eliminate risks associated with short-term contracts with third party suppliers. Finally, they could redesign their brick and mortar stores to incorporate digital/techno systems and environment.
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Appendix
1. SWOT analysis
In the 1960s and 1970s, Albert Humphrey headed the Stanford University research project collecting information from several leading companies using SWOT analysis methodology. It was initially called SOFT – Strengths, opportunities, faults and threats. At a meeting in 1964, Urick and Orr switched F to W and soFt to sWot remained as we know it now.
SWOT analyses are a method for plotting the strengths, weaknesses, opportunities and threats involved in a project or a company. The goal of the organisation, or plan, is to be defined and internal and external influences established that benefit or are not helpful to the achievement of this purpose. SWOT is part of the strategic thinking process. Strengths and Weaknesses refer to the organisation itself, while opportunities and threats are those posed by the external industry.
Strengths inherent to a company are positive or intangible characteristics. They are under the control of the company.
 Weaknesses are factors under the control of an organisation, which affect its ability to achieve the desired objective. What things can strengthen the organisation?
 Opportunities are enticing external influences that are why a company persists and evolves. What are the environmental possibilities that push the company? Identify the "time frames."
 Threats outside the control of a company are external influences that could jeopardise the purpose or function of the entity. The company will profit from contingency plans if they occur. Group them by their "weight" and "likelihood that they will happen."
2. Disruptive Technology Model.
Christensen (2004) used the disruptive technology model (Figure 1.) to (Vaara, 2010) illustrate how innovations (Vaara, 2010) are reaching and (Vaara, 2010) changing the marketplace. Innovations (Vaara, 2010) divided into two broad categories (Vaara, 2010): innovation sustainability and (Vaara, 2010) innovation disruption. 
Christensen describes innovation sustainability as small improvements to historically ignored aspects for current clients. (Example: An Indian company called Bakeys, has developed cutlery is consumed as a way to deal with seas and landfills of plastic waste). 
Transformative Innovation creates a new value proposition that (Vaara, 2010) can reorganise current markets (Vaara, 2010) and develop new ones (Vaara, 2010). Transformative technologies can be (Vaara, 2010) separated into two (Vaara, 2010) groups: low end and new market (Vaara, 2010). 

Figure 1. The three dimensions of the disruption model showing low-end disruption and new-market disruption (Christensen & Raynor, 2003; Cheeks, 2016). 
Low-end Disruptions (Cheeks, 2016)
Low-end (Cheeks, 2016) disruption is an inexpensive, convenient and relatively simple offering. (Vaara, 2010). It is (Vaara, 2010) aimed at the (Vaara, 2010) lower end of the market (Vaara, 2010) ignored by the existing companies. An example is traditional Britannica Encyclopaedia which was disrupted by internet reference providers such as Wikipedia. 
New-market disruption 
As new value systems form, the third axis reflects new environments for consumption and competition. Christensen terms these new-market disruptions. The main differentiator of new-market disruptions is that previously excluded populations, like poorer or less skilled people, are now included. Problems confronted by these new markets can be solved. For example, when first introducing the personal computer to the market, a unique growth opportunity was created and the companies that produced mainframe computers gradually encountered problems. 
Utterback in 2005, challenged Christensen’s model on the basis that not all digital disruptions enter at the lower end of the market as with the example of digital cameras that were more expensive than film cameras and they successfully disrupted the market. He also argued that disruptive technologies should not be identified for displacing existing goods, but rather for broadening and developing markets.
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