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Abstract

The demand for e-Readers has grown annually worldwide since the introduction of Amazon.com, Inc. in 2007.  Since then, competition for online reading has spawned the invention of e-readers from companies such as Barnes & Noble and Apple. This paper will analyze the strategic management process of Amazon’s product, the Kindle, and its performance during the first and last stages of the buying process. The analysis will be conducted by reviewing the strategy canvas, the buyer utility map, blocks to utility and the three tiers of non-customers of Amazon’s Kindle and then conclude reviewing the six paths of creating blue oceans, marketing to outside the Kindle market and the development of a new strategy canvas.

Introduction

Amazon.com, Inc. was founded in 1994 by Jeff Bezos as an online book retailer.  Amazon.com, Inc. grew into providing additional products including CDs, DVDs, VHS Tapes, software and computer games.  Amazon.com, Inc. is currently the leading global online retailer operating worldwide and has added many additional products and services since 1994.   Amazon.com, Inc. with revenues of $48,077 million in FY2011 had revenues of four times its next competitor eBay and seven times Barnes & Noble (MarketLine, 2012).

Amazon.com, Inc. views itself much more than an online retailer by focusing on the customer, services and content of retailing. The corporate mission statement of Amazon.com, Inc. from Amazon.com (2013, para. 1) is: “We seek to be Earth’s most customer-centric company for four primary customer sets: consumers, sellers, enterprises, and content creators.”

Amazon.com, Inc. introduced the Kindle in 2007.  Bezos believed that the Kindle was more than a reader,  it was a service as well and the goal was to improve upon the physical book.  Anand, Olson  & Tripsas (2009, p. 3) states: “In summarizing the importance of the Kindle to Amazon’s strategy, Bezos noted that, ‘this is the most important thing we’ve ever done.  It’s so ambitious to take something as highly evolved as the book and improve on it.’”   

MarketLine (2012, p. 4) identified the strength of: “Kindle builds strong presence in the eBooks space” and the opportunity of “Growing eBook and tablet sales” with the potential threat of “Intense competition in the e-Reader market”.  MarketLine (2012, p. 6) states: “The success of Kindle can be judged by the fact that customers now purchase more Kindle books from the company's website than all print books i.e. hardcover and physical combined.”    

Strategy Canvas Overview 

Amazon.com, Inc. has worked hard to maintain its competitive advantage in the e-Reader market. Based on its competitors of Apple Inc., Barnes & Noble and Sony on its heels, Amazon.com, Inc.  had to really keep an eye on its strategy canvas in respect to the Kindle. The main points of contention when comparing the Kindle to other e-Readers includes customer productivity, simplicity, convenience, risk, fun and image, environmental friendliness, and price. 


The company has done a nice job of remaining competitive and by looking at the strategy canvas one can ascertain that Amazon.com, Inc. has concentrated more on being competitive through price convenience and simplicity than environmental friendliness or customer productivity.  Amazon.com, Inc. has also taken steps to become more competitive with risk. That being said, the Amazon.com, Inc. Kindle has created a niche in the market for e-Readers and is maintaining a competitive advantage. 
Buyer Utility Map Overview 

A buyer utility map is a tool that companies can use to help focus on delivering exceptional value to its customers.  The purpose is to realize the overall reasoning for society to purchase the company's product or service.  By creating a buyer utility map a company is able to understand the lifecycle the product goes through with its customers. After analyzing the product's lifecycle, the company is able to find ways to enhance the value of a product in order to create a blue ocean and make its competition irrelevant.  The product will then be seen by the company as a function of its utility to the buyer rather than only a function of the product's technical possibilities.  The buyer utility map allows companies to outline all the areas buyers can experience with the product (Kim & Mauborgne, 2005).  The product lifecycle consists of six stages.  These stages are:  Customer productivity, simplicity, convenience, risk, fun and image and environmental friendliness.  

Blocks to Utility

When it comes to the Kindle, their two competitors the iPad and Nook each offer different features that make them unique to customers when looking to purchase one of the e-Readers over another. One of the main blocks to customer utility is based on the simplicity of the product itself and which products are aesthetically pleasing along with the company’s overall image. Since this market is not new, each of these companies needs to be competitive in their own way and create value and discover how to bypass the roadblocks that cause customers to turn to one of the others over their own. There are six blocks of customer utility that companies need to identify with in order to convert noncustomers into customers. The six utility levers include the following:

·         Customer Productivity
·         Simplicity
·         Convenience
·         Risk
·         Fun and Image
·         Environmental Friendliness
The first lever that is mentioned on the buyer utility map is customer productivity. This lever helps to increase a customers’ productivity by helping to do things faster, better, or in different ways. With a Kindle e-Reader or tablet customers can easily store these items right in their purse and be on their way. They are perfect for reading, surfing the web or browsing through different applications you download. You have the option of picking the options that you would need the most as far as display technology, screen size, audio, resolution, connectivity options, and memory space.

The second lever mentioned on the buyer utility map is simplicity. The simplicity lever is a lever that measures what makes life easier for the user of a Kindle. With a Kindle you are able to do things wirelessly, however the other e-Readers on the market offer this same benefit where you can shop and browse the web thanks to the built in Wi-Fi.  
The third lever mentioned on the buyer utility map is convenience. The convenience lever is a lever that measures the luxury of a product and this lever allows the customer to save time or money. With the Kindle Fire tablets for example and with the release of the new HDX model, the display, processor, and battery life are even more improved than the basic HD model. This new model also offers a Mayday button which allows for an on-device tech support for no additional cost around the clock and available every day even Holidays and weekends!

The fourth lever mentioned on the buyer utility map is risk. Amazon.com, Inc. addressed several risks that allowed them to help close the gap on the iPad. The first risk was marketing the Kindle real cheap, then they started to market a larger tablet much like that of an iPad, and now with the HDX model they are offering a flatter, faster tablet with better screen resolution and a faster processor that is still cheaper than the iPad.
The fifth lever mentioned on the buyer utility map is fun and image. This lever explains the visual image and entertainment gained from using the product. There two main categories include just the basic e-Reader and then the Kindle Fire which are powerhouse tablets that are built for work and play. The image for the Kindle in specific is that its slim and lightweight so you can read virtually anywhere even in direct sunlight. The sharp, clear text allows you to see the text as if you were reading out of a physical book you were holding. The fun is derived from the overall use of the Kindle with components such as 
The sixth lever mentioned on the buyer utility map is environmental friendliness. How is Kindle environmentally friendly with their product? Unfortunately, Kindle doesn’t succeed in this category over its favored counterpart the iPad because the only eco-friendly thing about it is the new case you can get for it that is solar powered so you wouldn’t have to charge it by plugging it into the wall anymore.

In conclusion, Kindle has blocks to customer utility because some customers that have been with Apple products most likely won’t switch to an Amazon.com, Inc. e-Reader or tablet.  However, the cost of Apple iPads may never decrease because of their reputation in this market.  Barwise & Meehan  (2012, p. 27) states: “Apple focuses on very high-end, exceptionally user-friendly, beautifully designed but reliable, premium-priced products, increasingly within a complete ecosystem of connected products and services.”  The Nook will not reach the market share of the Kindle in it is expensively priced, has a lot less features and it is manufactured by Barnes & Noble which is a company focused on stores versus hardware or software. 

Removal Blocks of Utility

After identifying the blocks to utility for the Kindle, the next step is to organize, structure and implement how to eliminate the blocks to utility. As we have discussed, the Kindle offers great customer productivity with its usage, portability and ease of use for the electronic reader. It is also both fun and user-friendly and provides 24-hour support directly from the device for the customer’s technical support and concerns.
The first block to utility and the most obvious through research, is the lack of the kindle to be environmentally friendly. Although the Kindle is not ranked high as being the most environmentally conscious e-Reader on the market as their competitors, that’s not a distracting point to consumers who are already considering that utility when choosing e-Readers over paperback books. Melanson (2009, para. 1) cites a report from CleanTech Group and states: “The Kindle can produce a potential savings of 1,074 kg of CO2 if it replaces three books a month for four years, or a whopping 26,098 kg of CO2 if the Kindle DX is used to its fullest capacity.” So therefore in hindsight that block has been eliminated. 

Apart from not being environmentally friendly, other blocks to utility include the strengthening of current capabilities of the buyer’s experience starting with the purchase of the product to the disposal of the product. The first that we will discuss is the convenience utility. 
Loyalty starts right from the beginning with customers and it’s in the beginning through the purchasing stage, where Kindle creates value.  Consumers are always looking for the best deals and spend hours searching for products across the web and in every department store looking for that hidden value. Kindle recognizes that a consumer’s time and effort creates a block to utility and therefore has eliminated this block by offering their product, the new Kindle Fire HDX, for the most affordable price through Amazon.  MarketLine (2012, p. 6) states: “In September 2011, the company launched Kindle Fire at a price lower than Apple's cheapest iPad. Low pricing helps Amazon.com, Inc. to attract more customers. Within nine months of its launch, Kindle Fire accounted for 22% of the US tablet sales.”

Now that we have discussed the convenience and purchase blocks to utility, we will explore the simplicity blocks of the buyers experience and how to eliminate them. When we look at the Kindle versus its other e-Reader competitors like the iPad and the Nook, they all have Wi-Fi connections and offer online access but to simplify and create more value for this utility block eliminating slow processors and including more battery life has been what keeps Kindle Fire have more of the competitive edge. This is important to e-Readers because when they take their e-Readers on long trips they don’t have to worry about charging for up to 30 hours as compared to the iPad and Nook with only 10 hours of battery life.
The next block to utility that we need to eliminate is the utility block of risk. In looking at the buyers’ utility of risk, we are looking at the risk in the purchase, the risk in the delivery, the risk in the use of the product, the risk of the supplements as well as the risk in the maintenance and disposal of the product. To eliminate the risk of purchase Kindle has included a 1-click secured password protected payment setting that prevents fraud and illegal use of credit card information. To eliminate the risk in delivery Amazon, the Kindle designer and marketer, pays for shipping costs and delivery service on orders over a certain amount and sometimes provide free shipping on selected items throughout the year. To eliminate the risk of use, supplements, maintenance and disposal, Amazon.com, Inc. has offered a 2-year warranty that includes accident coverage as soon as it is shipped and you can make up to three claims during the term of warranty and can receive your new Kindle within 2 days from your claim. Also included is the 24-hour built-in support for kindle called Mayday.
The last thing that will be discussed is the utility block of customer experience for fun and image. When looking at the blocks of fun during the purchase experience, one would look at the actual look of the product and the environment that surrounds the product before the purchase. To eliminate the fun and image block to utility the Kindle is only offered in atmospheres that reflect fun, which include retailers such as Best Buy and Toys R’ Us and a neutral setting through online retailing. To eliminate the block of fun and image through the use, maintenance and disposal, tech support’s Mayday control can access your kindle directly as you are watching them on the screen doing it. Basically they have cut out the automated phone service and added value with a virtual call canter that is both engaging and rewarding. 
Three Tiers of Customers for Kindle

In 2013, the e-Reader industry is dominated by three distinct brands. The Barnes & Noble Nook, the Amazon.com, Inc. Kindle and the Apple iPad. Sony offers an e-Reader and another product known as the Kobo Glo has been available, but neither of these products has yet to be as present in the market as the aforementioned products.
The focus of the e-Readers was on young adults that were interested in using electronic devices to read their books. The marketing extended to travelers that would be able to use the e-Reader and carry more reading materials in an easier way. The advances in the technology at the time encouraged more information on smaller devices. This would make it easier for the customer to use the products being sold and adapt to their everyday lives. The consumer would need to know exactly when and how they planned to use their new device to determine which product was best suited to their needs. Each product offered slightly different options.

Each product offers a different level of usage for the customer and provides the customer different avenues to obtain reading materials. Amazon.com, Inc. provides directly to the Kindle where the customer can purchase the materials that can be delivered to the Kindle or the iPad. Apple users can shop in iTunes to purchase reading materials for their iPad and the Nook allows customers to purchase from Barnes & Noble directly. 

Much of the decision for the customer has been based around how they will obtain their materials, brand loyalty and cost. Additionally, it became important to be able to purchase the reading materials anywhere at any time. Some of the devices required a Wi-Fi connection whereas devices like the Kindle provided “whisper net” that delivered the materials to the device. All of these factors helped the non-customers determine if they would purchase the new device and which device was most appropriate for adapting to their lives. Over the years, the e-Readers have advanced to do more things like stream videos and purchase magazine subscriptions.
The three tiers of non-customers are “soon to be”, “refusing”, and “unexplored” (Kim & Mauborgne, 2005).  The first tier (soon to be) customers are those who are on the edge of purchasing the products on the market. These people tend to need little to no further incentive to purchase. There are many of these people in the electronics market. These people may be looking for new ways to enjoy their reading materials and are ripe for the market. 

E-Readers entered the market in 2007. Sony designed the very first e-Reader, The Reader. Amazon.com, Inc. launched the Kindle in the same year and dominated the market.  The advantage of the Amazon.com, Inc. Kindle was it included Wi-Fi connectivity over the Sony The Reader.  Price is also a factor to convert the first tier of non-customers.  MarketLine (2012, p. 6) states: “In September 2011, the company launched Kindle Fire at a price lower than Apple's cheapest iPad. Low pricing helps Amazon.com, Inc. to attract more customers. Within nine months of its launch, Kindle Fire accounted for 22% of the US tablet sales.”
The second tier (refusing) sees what is available in the market and continues to refuse to use anything.  This may be people who are choosing not to use electronic devices at all, let alone for reading purposes. These people are likely to explain that they enjoy reading an actual book and prefer to borrow from a library as opposed to purchasing the books electronically. 

A market that is being explored is the Academic Market replacing books with e-Readers.  Hickey (2011) reviews studies by various Academic Institutions on the use of e-Readers to replace books.  The study has identified that the ability to take notes, look up references and other factors resulted in only 40% of the focus group continuing the use of e-Readers as part of their courses.  However, Hickey (2011) identified that these features have since been improved.  In their study of the use of the Kindle in the Academic setting Martinez-Estrada & Conaway (2012) stated: “We conclude that the tablet device increased student engagement in the learning process in our study, improved student satisfaction and experience in the courses using the Kindle, appealed to the new digital generation of students, and changed positively faculty teaching methodologies as they exchanged information with the student, including immediate access to newspapers or updated material for the students.”  Hickey (2011, para 15) states:  “’E-Readers are not where they need to be in order to support academic reading,’ Lee concludes. But asked when e-Readers will reach that point, she predicts: ‘It’s going to be sooner than we think.’”

The third tier of non-customers is unexplored customers and is the furthest from the market and has no interest in the market at all. These may be people who are not readers and therefore do not require any type of reading materials or devices. Additionally, these may be people who do not use electronics at all for any of their daily activities and therefore the idea of using an e-Reader would be extremely foreign to them. To reach the third tier non-customers, e-Readers are going beyond the book persona and reaching to be a media device and for Amazon.com, Inc. the access point to all its services as part of the Amazon.com, Inc cloud of services. 

Six Paths of Creating Blue Oceans

Path 1: Look Across Alternative Industries

Kim & Mauborgne (2005, p. 49) states: “In the broadest sense, a company competes not only with the other firms in its own industry but also with companies in those other industries that produce alternative products or services”.  In regards to the Kindle, there are a lot more products on the market that are an alternative option, for example the iPad and the Nook. Most times buyers choose one product over another unconsciously based on their emotions. Sellers on the other hand, rarely think consciously about the trade-offs across alternative industries. When a seller is able to offer the same product features to consumers with a better sales price, a new design, or better marketing, this could cause rivals to pave the way towards leading the industry. Kindle is a prime example of this because Amazon has been able to offer all the amazing features of the iPad at a more budget friendly price, allowing for a better target market.

Path 2: Look Across Strategic Groups Within Industries

Blue Oceans are created by exploring the unknown industries that haven’t been explored. Strategic groups are groups of companies within an industry that pursue a similar strategy and are ranked in two dimensions: price and performance. The Kindle ranks very well in both the price and performance categories because it is marketed to fit the target market being first introduced to an e-reader or someone wanting to purchase a tablet. The consumer can find which one suits their needs best without just being offered an option at a price that isn’t affordable. Some consumers are more technical savvy and want high performance and extra memory space while others want to browse the internet, play games, or simply read. By encompassing both of these aspects the buyer is creating the value they want both visually and conceptually and the Kindle is there to provide the options and price per option availability.

Path 3: Look Across the Chain of Buyers

In a perfect market, competitors in the same industry know who their target buyer is. Kim & Mauborgne (2005, p. 61) states: “In reality, though, there is a chain of “buyers” who are directly or indirectly involved in the buying decision”. There are three groups in the buying process: the purchaser, the user, and the influencers whom all hold different definitions of value. Companies that are in the same industry for example and have similar products on the market need to look across buyer groups and gain new insights as to what their customers value within their products, so they can focus on expanding their horizons into markets that they might have missed. The Kindle for instance has expanded their horizons by getting customer feedback and listening to what their customers wanted to see in their product. They were able to open the door to new potential customers that wouldn’t have thought twice about owning a tablet of any sort. The Kindle is a less expensive option that is great for children of all ages, all the way up to an elderly individual.  It is easy to use and offers the same if not better benefits than the iPad and Nook.

Path 4: Look Across Complementary Product and Service Offerings

Kim & Mauborgne (2005, p. 65) states: “The key is to define the total solution buyers seek when they choose a product of service.”  As an e-Reader an important factor to its success is the media available, in this case that is the number of titles offered. There are over 950,000 titles available for the Kindle (Anand, Olson, & Tripsas, 2009).  Titles available to the Kindle go beyond books to include games, access to video titles, HBO for video feeds, and the Amazon cloud. 
Path 5: Look Across Functional or Emotional Appeal to Buyers

Kim & Mauborgne (2005, p. 70) states: “When companies are willing to challenge the functional-emotional orientation of their industry, they often find new market space”.  Amazon.com, Inc. has pushed the e-Reader continually to maximize its functional and emotional appeal of its device.  The Kindle started pushing the emotional appeal by pushing the concept of the physical book.  Anand, Olson & Tripsas (2009, p. 3) states: “It’s so ambitious to take something as highly evolved as the book and improve on it.”  Amazon.com, Inc. continually pushes the concept of an e-Reader to that of a media reader and reaching to a tablet that provides access to multiple media elements, products and services.   

Path 6: Look Across Time

Kim & Mauborgne (2005, p. 75) states: “By looking across time-from the value a market delivers today to the value it may deliver tomorrow-managers can actively shape their future and lay claim to a new blue ocean”.  Bezos believed that the Kindle was more than an e-Reader, it was a service to provide easy access to media titles and the cloud for the Kindle device but for any device.  Kindle also provides the e-reader applications to multiple devices for the Android, iOS devices and Desktops.  The Kindle store competes successfully against iTunes and Android Stores.  With its access to Amazon Cloud Services, hardware, software and store, Amazon continually pushes the Kindle product beyond that of an e-Reader device. In his review of the Kindle Fire HDX, Ulanoff (2013, para. 1) states: “Spending the weekend with Amazon’s Kindle Fire HDX 7-inch tablet, it’s easy to see why Amazon has built a commanding lead in the Android tablet space. The hardware, design, components, software and a surprisingly useful tech support feature called May Day combine to provide a very pleasing mid-sized tablet experience.”

Reaching Outside Target Markets


The target market for e-readers includes current casual book readers and is moving into the world of business reading. More specifically, the target market is for people who are on the go and would like to be able to take their reading materials with them in a compact and easy fashion. These people tend to be innovators and interested in trying new products. Businesses are starting to adopt the use of e-readers that allow staff to review materials like spreadsheets on their device. The e-readers capable of doing more than simply reading books has also enabled businesses to complete more work on the road with less equipment to carry. The e-reader and the tablet are becoming one and the same. 


In order to remain successful, it is imperative e-readers begin marketing to people outside of the target market to further expand. These people may be resistant to technology or may even be resistant to using books in general. In the recent past, the e-reader has expanded to include video and document viewing. Some devices are even able to play music. Making the device more diverse in its usage has opened the market to people that are not customarily thought of as readers. The newer e-readers also have developed technology to make the material look more like the paper versions. The screen is less illuminated making it easier to see in the sun and to read while in bed without disturbing others. 


Although these advances have assisted in the expansion of the market, it is important to also begin looking into other areas.  School textbooks could be made available for renting to college students. The high cost of books often makes it difficult for college students to purchase. Additionally, the hardback copies of the books are heavy and difficult to transport. Allowing textbooks to be used on the e-reader would greatly increase the usability of the device.  Many of the newer devices now allow the student to make notes on the e-reader, making it easier to study at a later time. 
New Course of Action


While the market continues to be e-reader ready and tablet diverse in use and application capability, Kindle strives to be the low cost leader among its competitors to separate it from other e-readers on the market. By re-envisioning its purpose and its perception both to potential and current tablet readers, Kindle will cross blue oceans that help create more advantage in both price, convenience and customer productivity. Things that the Kindle should explore are more engaging components to all of its reading features such as 3D capabilities, Bookmark reading and bilingual text conversions. Kindle may also look into being more environmentally friendly with special disposal necessities and marketing campaigns that reflect those changes. 

At Amazon, the goal for Kindle is to entertain readers both on the go and during leisure activities. Amazon is able to gain more insight into what the consumer needs by addressing consumer wants and putting it together to create the e-reader capabilities they have created thus far. If Kindle is to tackle their uncontested market, such as the educational system, this plan needs to stay intact throughout the new products emergence. Putting applications that both engage students while learning as well as using the cloud services to better connect the teacher with the classroom will be among the new approaches to opening more blue oceans. This is just a start of where Kindle can go. With the loyalty of its consumers and the Amazon strategy, the new plan of action seems both rewarding for e-readers and Amazon interest in Kindle. 

Developing a New Strategy Canvas

Amazon has researched what its consumers want and has tried to accommodate their needs. The company has added an Online Help Desk that allows its customers to get immediate help with their device. Another feature Amazon is adding is Academic Reading. With technology being used in schools much more often, adding more academic features will allow the Kindle to be more user-friendly within schools. Amazon also has a very competitive Cloud service which enables users to save files to a cloud for future use. With the available products through Amazon, the Kindle offers a large variety of multimedia units including music, books, articles, and games. Last, the Kindle offers to most titles out of all e-readers.  (Appendix C)

Conclusion

E-Readers over the last 6 years have grown in use with successful competitors in the market analyzing the experience and value of the digital reader. Each competitor focuses on the consumer as well as the use of the buyer utility map to influence consumer productivity, simplicity, risk, convenience and being environmentally friendly. For Amazon.com, Inc. the Kindle ranks high in their ability to outperform and understand the needs of their e-reader customers, and has created more value by saving time through access points to all of it services in the Amazon Cloud; thus much more than a device to read books. With their three categories of non-consumers identified, Kindle’s past growth and success gains to increase sales by incorporating research and brand loyalty into each strategic management moment along the way. While competitors continue to drive innovation, Kindle stands to continue to give customers what they need and thus outperforming in the e-reader market. 
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Appendix B: Buyers Utility Map

	
	Buyer Experience
	
	
	
	

	Utilities
	Purchase
	Delivery
	Use
	Supplements
	Maintenance
	Disposal

	Customer Productivity
	 
	Fast transactions for purchases.  
	Over 950,000 titles are available for the Kindle; titles available for entertainment, education, business; Kindle can be used immediately after purchase.
	International versions available.
	 
	 

	Simplicity
	Easy purchase process.
	 
	Easy to follow instructions.  No book/instruction manual; just follow easy prompts on the screen.
	 Over 1,500 books can be stored on a Kindle.
	Battery last for 30 hours.  Charge when battery low. Provides a mayday button for repair.
	 

	Convenience
	Ordered online.
	Shipped to your home.
	Wireless Wi-Fi connection; online book purchases. 
	Wall & car charger
	 
	No bills/statements for purchases 

	Risk
	 
	 
	Desired book not available in format readable by Kindle.
	 
	 
	 

	Fun and Image
	 
	 
	Easy to use; several models available; fast page-turner, sleek design; high resolution screen.
	 
	 
	

	Environmental

Friendliness
	 
	 
	 Reduces carbon factor by eliminating emissions produced by production of paperback
	 
	 
	Not bio-degradable; will be in landfills


Appendix C: Kindle Future Competitive Alternative Map
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