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Executive Summary

Waterstones is the largest book shop chain in the UK and pride themselves in being the last national chain bookstore, surviving against the market threat of e-readers and online competition, such as Amazon and Apple.  

It would seem that Waterstones have had to change their business strategy in order to stay competitive in their market, cautiously at first, but eventually fully embracing the technological developments, choosing a strategy of complementing their usual physical operations.  This strategy of keeping a physical presence on the high street seems very successful according to revenue figures of £392.78 million in 2019.
In comparing Waterstones strategy with Porter’s Value Chain, it would seem that they are analysing their activities and adapting them in order to get maximum value for the company, however it can be argued that Waterstones are instead using a ‘fluid value network’ as it is rapidly adapting its operations in response to customer needs. 
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Assessment Report On Waterstones Bookshop in The Digital Media Market.
1.0 Introduction
The following report aims to systematically analyse the organisational changes implemented within Waterstones, to stay competitive in the digital media market due to the digital disruption of the growth of technology, e-readers and online bookshops.  Using relevant frameworks these changes will be critically assessed and recommendations made for future, so that Waterstones will continue to grow and be a success in the digital market. 
This report will be submitted by 27th July 2020.
2.0 Procedures

The following report was based upon information gathered by carrying out the following procedures:

2.1 Relevant theory was researched to establish possible causes and effects of issues that were raised while analysing the organisation’s market position.  Such issues have been extensively researched over many years by noteable theorists, so this method will give a more in depth understanding in how the issues identified could impact an organisation in the digital marketplace.

2.2 Credible Published sources were researched and consulted.
2.3 The findings of the researched theory were qualitatively analysed in this report, with conclusions drawn and recommendations suggested.
3.0 Findings

After carrying out the above-mentioned procedures, the following findings were obtained:
3.1 The Company – Waterstones is the largest book shop chain in the UK and is a ‘local’ bookshop that was founded in 1982 by Tim Waterstone, employing over 3000 staff in 280 stores throughout Britain (Waterstones 2020).  They pride themselves in being the last national chain bookstore, surviving against the threat of e-readers and online competition.  However, due to rapidly evolving technological advances and the digital disruptive changes that this brings, incumbents such as Waterstones have had to adapt their business strategy to stay relevant in the marketplace, as Drucker (2015, p183) states that the ‘enterprise that does not innovate inevitably ages and declines’.  
Waterstones generated a revenue of £392.78 million in 2019, and since 2014, revenue has remained at just under £400 million (Statista 2020).   Waterstones has had several buyouts over the years and was recently sold in 2018 to a new owner, Elliott Advisors, who suggests that ‘good old fashioned bookselling’ and the appeal of real bookshops (Sky News 2018) makes the acquisition an exciting prospect.  This view is perhaps supported as the company profit grew to £18 million in the twelve months prior to April 2017. 

3.2 Strategy – A company needs to assess its current market position so that it can formulate a business model for the future of the company.  Rappa (2007) describes a business model as a ‘method of doing business by which a company can sustain itself by generating revenue’, and can be used to make a plan of how innovation can create value in the company (Bessant & Tidd 2019, p464).  A framework such as Porter’s Value Chain (1998) as shown in Appendix 1, would highlight the strengths and weaknesses of the company by examining each of the activities in the value chain, to see if they do actually add value to the final output of the company (Hooley 2008, p128).  In this framework, activities are divided into primary activities and support activities.  Primary activities are identified as inbound logistics, operations, outbound logistics, marketing and service.  Support activities include procurement, human resource management, technology development and infrastructure.  This framework can be adapted to the business, no matter which market sector it is in (Shilling 2013). 

Waterstones have had to change their business strategy and their primary activity of operating practices, marketing/sales and logistics due to the rise of digital competition and disrupters such as Amazon, who offer cheaper books delivered straight to the customer, and Apple i-Books, who offer digital books to download at home.  These businesses significantly influenced the growth of the e-book market, making it the fastest growing submarket in the worldwide book publishing industry (Le-Chun et al 2017). This technological growth devastated the physical bookstore customer base, as the number of independent bookstores fell by a third from 2005, to just 1000 in 2015 (Shubber 2015), forcing Waterstones to re-evaluate its business strategy.  Sales and Marketing activities had to change in response to these technological developments, with Waterstones using these to their advantage. As late entrants to the digital market Waterstones were selling their books through Amazon, but after huge growth in the online market, Waterstones then changed their strategy and developed their own e-commerce site and app, which integrated with their book shops and have linked services, so that they could enhance the customer experience in order to continue to fulfil its business goals (Saran 2006).  Early on, to try and become competitive in the digital market, Waterstones partnered with Amazon in 2012 to sell their Kindle e-readers, as a way of solving the ‘digital question’ (Shubber 2015) which seemed to be the future of books.  Even though the Kindle was outsourcing production to achieve the lowest cost possible when it was introduced in 2009, the manufacturing cost of the Kindle 2 was still about $185, making it costly for customers to buy (Hill 2012, p.553).  Recently however, the e-book ‘revolution’ appears to be falling, with e-book sales at a four year low (Anon 2018), with a drop in consumer ebook sales of 27.4% between 2013 and 2018 (Statista 2020), as customers want an ‘experience’ rather than just something to read, resulting in Waterstones severing this association.  

Customer services were always important to Waterstones, so this was replicated on their online sites, rather than changed, due to organisational advancements.  Waterstones strategy has not always been seen a success and has come under fire in the press for quietly launching unbranded stores, taking advantage of the ‘local’ bookshop feel, for both its customers and staff (BBC News 2017).  Customers perhaps did not agree with the press and the strategy worked, as it brought the chain back into profit, as each store centred its products around the demographic area’s requirements (Armistead 2017), as well as making customer service important to their success.  

Secondary activities have also changed in response to the digital and technological growth.  The basic infrastructure of the company has not really changed in its physical presence, but they have improved the customer experience by refurbishing their shops, extending their print titles and incorporating coffee shops, wifi and customer help for those who want to digitally download (Bradshaw & Felsted 2012).  Waterstones have embraced the use of technology in the business, with procurement and business practices using more digital resources.  
4.0 Conclusions

Following an analysis of the results of this report, the following conclusions were drawn:

4.1 Porter (2001) suggests that established businesses have been ‘thrown off track’ by the internet, as they forget what makes them unique in the market.  Waterstones however, seems to have successfully applied their customer centred strategy to their online operation.
4.2 Waterstones is an established book retailer, whose main online competition is Amazon and Apple.  In order to stay relevant in this growing digital market, they seem to be changing their strategy in response to the needs of the business and their customers, as set out in Porters Value Chain.
4.3 Porters Value Chain model assumes a traditional physical presence and the competitive advantage stems from physical primary and support activities, so may not be as relevant for e-commerce businesses, where many activities are done online.  The value chain seems to be being replaced with a ‘highly fluid value network’ (Smith & Chaffey 2005, p74) as this ‘non-linear value network’ enables organisations to quickly modify their products or services in response to customer demands (Zhang et al 2012), which perhaps better describes Waterstones e-commerce strategy.

Recommendations

After an analysis of the findings and conclusions of this report the following recommendations may be offered:
4.4 Due to the amount of online competition Waterstones needs to focus on its digital and online marketing, to broaden its marketing base to be able to compete in the growing digital market.  They need to continue to stay agile in changing their business model, to take into account the rapid advances in digital technology, perhaps becoming a more international brand, as well as fulfilling the changing customer expectations.
4.5 Waterstones need to investigate any possible negative impact that technological advances may have on their business, which could adversely affect their brand.  New production technologies or transport solutions may result in environmental damage, which are not apparent when first implemented.  
4.6 Digital disrupters have the power to create changes in the way that society interacts with itself, and with economic and governmental structures.  This disruptive change may have a positive impact on business and society, so Waterstones needs to take advantage of these opportunities.  They seem to be embracing the technological advances, and are shown to be changing their strategy in response to these changes, but should perhaps look to be quicker to take advantage of technological developments rather than being cautious and being seen as left behind. 

5.0 References/Bibliography

Anonymous (2018). ‘Waterstones/Elliott: barbarians at the bookshop’. Financial Times, April 28th. Available at: https://search-proquest-com.ezproxy.uwtsd.ac.uk/abicomplete/docview/2045850545/8300DB58F691498CPQ/11?accountid=130472 (accessed: 22nd July 2020).
Armistead, C., (2017). ‘Balancing The Books: How Waterstones Came Back From The Dead’. The Guardian, 3rd February. Available at: https://www.theguardian.com/books/2017/feb/03/balancing-the-books-how-waterstones-returned-to-profit. (accessed: 24th July 2020).
BBC News (2017). ‘Waterstones Under Fire For Secret Shops’. BBC News. 27th February.  Available at: https://www.bbc.co.uk/news/business-39101186. (accessed: 23rd July 2020).
Bessant. J., and Tidd. J., (2019). Innovation and Entrepreneurship. 3rd Ed. UK: Wiley.
BRADSHAW, T. and FELSTED, A., (2012). ‘Waterstones strikes deal with Amazon’. FT.com.  Available at: https://search-proquest-com.ezproxy.uwtsd.ac.uk/abicomplete/docview/1015154699/8300DB58F691498CPQ/14?accountid=130472 (accessed: 22nd July 2020)
Drucker (2015). Innovation and Entrepreneurship. New York: Routledge.
Hill, C.W.L.,(2012). International Business: Competing in the Global Marketplace. 9th Edn. Glasgow:McGraw-Hill.
Hooley, G., Piercy,N., Nicoulaud, B., (2008). Marketing Strategy and Competitive Positioning. 4th Edition. Harlow: Prentice Hall.
Porter, M., (2001). ‘Strategy and the Internet’ Harvard Business Review. Available at: https://hbr.org/2001/03/strategy-and-the-internet. (accessed 24th July 2020).

Rappa, M. (2007), ‘Business models on the web’, Managing the digital Enterprise.   Available at: http://digitalenterprise.org/models/models.html (accessed 24th July 2020).

Saran, C., (2006). ‘Waterstone's goes it alone on the web’. Computer Weekly , pp. 5.

Shilling, M., (2013). Strategic Management of Technological Innovation. 4th Ed. New York: McGraw-Hill.
Sillars, J., (2018) ‘New Chapter For Waterstones As Chain Is Sold To Elliott Advisors’.  Sky News. 26th April. Available at:http://news.sky.com/story/new-chapter-for-waterstones-as-chain-is-sold-to-elliott-advisors-11346955. (accessed: 22nd July 2020).
Smith, P.R. and Chaffey, D. (2005), e-Marketing excellence: The Heart of eBusiness, 2nd ed., Elsevier Butterworth-Heinemann, Oxford and Burlington.
Statista (2020). Revenue of Waterstones Booksellers Limited in the UK From 2011 and 2019. Available at: https://www.statista.com/statistics/1016136/waterstones-booksellers-revenue-united-kingdom-uk/. (accessed: 24th July 2010).
LI-CHUN, H., WEN-LUNG SHIAU and LIN, Y., (2017). ‘What factors satisfy e-book store customers? Development of a model to evaluate e-book user behavior and satisfaction’. Internet Research, 27(3), pp. 563-585. Available at: https://search-proquest-com.ezproxy.uwtsd.ac.uk/abicomplete/docview/1904154682/4C620EB29EDB4E9APQ/4?accountid=130472 (accessed: 22nd July 2020)
Nwagbara, U., (2011) ‘Waterstone’s And The Changing Bookselling Environment In The UK: The Journey So Far And Prospects’. Economic Sciences Series. 63(3). pp14-26. Available at: https://www.researchgate.net/profile/Dr_Uzoechi_Nwagbara/publication/228083925_4_-26_Economic_Sciences_Series_Waterstone's_and_the_Changing_Bookselling_Environment_in_the_UK_the_Journey_so_far_and_Prospects/links/0912f4fed59d0a5055000000/4-26-Economic-Sciences-Series-Waterstones-and-the-Changing-Bookselling-Environment-in-the-UK-the-Journey-so-far-and-Prospects.pdf (accessed: 23rd July 2020).
Shubber, K., (2015). ‘Waterstones plans more stores as book sales rise’. FT.com.  Available at: https://search-proquest-com.ezproxy.uwtsd.ac.uk/abicomplete/docview/1660938562/8300DB58F691498CPQ/16?accountid=130472. (accessed: 22nd July 2020).
Waterstones (2020) About Us. Available at: https://www.waterstones.com/help/about-us/44. (accessed: 22nd July 2020).
ZHANG, X., WILLIAMS, A. and POLYCHRONAKIS, Y.E., (2012). ‘A comparison of e-business models from a value chain perspective’. EuroMed Journal of Business, 7(1), pp. 83-101.
APPENDIX 1 – Porters Value Chain


PAGE  
11
0147916


