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Embryo Case

Summary Sheet

(Not to exceed 3 pages total)
Working title of the case: Barnes & Noble: Closing the Book or Starting a New Chapter?  
Author(s):    Michael S. Lewis
Source of case data: 
__X___ Library research  _____ Interviews  ______ Consulting




_____ Personal experience  _____Combination (check all that apply)

Expected level: __X___ Graduate  _X____ Advanced Undergraduate  _____ Undergraduate

Industry setting: Retail and media and entertainment industry, specifically the consumer book market (both digital and physical)
Main character, job title:  The main character is a company, Barnes and Noble. There is no individual human character in this case.
Relevant theory to be applied:
· Institutional logics
· Organizational decline and failure
Envisioned case issues (for the Teaching Note):  
There are two possible case issues. The first issue deals with institutional logics. Amazon.com disrupted and changed the institutional logics of the retail industry, starting with the book market. Barnes and Noble, one of the largest incumbents in this market, responded by competing directly with Amazon.com by seeking to adapt to these changed logics. As a comparison, Independent bookstores did not. They continued to operate using legacy institutional logics, survived the disruption, and are now beginning to see renewed growth. Why has Barnes & Noble been unable to recover? Students will assess this through the lens of institutional logics.
The second case issue relates to organizational failure. What explains Barnes and Noble’s organizational failure? This is especially perplexing since smaller independent brick and mortar bookstores, as well as the physical book, are experiencing renewed growth. This issue is meant for students to grapple with the question of why organizations fail. In this context, organizational failure does not necessarily mean bankruptcy or insolvency. Organizational failure can mean performance well short of aspirations (March & Simon, 1958), shrinking financial resources, shrinking market, exit from markets, and loss of legitimacy (Mellahi and Wilkinson, (2004). Organizational failure can also be a function of internal dysfunctions reacting to event cycles over a period of time (McMillan & Overall, 2017), as well as a general inability to adapt (Weitzel & Jonsson, 1989). By all of these accounts, Barnes & Noble is experiencing organizational failure. 
Models offered as a way to understand organizational failure typically involve the voluntaristic (management behavior) and deterministic (external factors) schools of thought (Mellahi & Wilkinson, 2004). While this dichotomy provides an excellent construct of failure, there are others. McMillan and Overall’s (2017) provide an integrative model and process that consists of three levels of failure: (1) learning processes leading to simple failure, (2) planning processes leading to complex failures, and (3) organizational agility leading to catastrophic failure.

Finally, students may benefit by combining institutional logics theory with organizational failure to study how engagement and battles at the institutional logics level can lead to organizational failure, particularly with market incumbents.   
Questions/issues I’d like help with:  
My primary questions/issues focus on the above theories to be applied and case study issues. Should this case focus on the issue and theory of institutional logics or organizational failure? Or should it combine both institutional logics and organizational failure? My primary concern with institutional logics is that while there has been and continues to be significant scholarship in this area, little of it seems to have its way into academic courses and textbooks. With this, the question of case adoption is important.
Synopsis of the case as you currently envision it:   (Attach no more than one page)

With a renewal in physical books and brick and mortar bookstores, why does Barnes & Noble continue to fail?

With Amazon.com’s emergence in 1995 as an online retailer, first focused in the book category, the future for brick and mortar bookstores seemed bleak. Even the death of the physical book seemed imminent, much like other physical media such as music, home video, and video games. Such radical and disruptive innovation is not new to the media industry. Starting with the innovation of the mechanical printing press that led to the printing revolution, there has been significant advances in technology that has shaped and changed this industry. The shift from physical media to digital marks one of the most radical and disruptive innovations. Printed newspapers, magazines, and books have migrated to online versions. Digital technology has also supplanted film and music as the primary product and distribution platform. Amazon.com was not the first organization to introduce e-readers and digital books, but it had the resources to diffuse its innovation in a way that reached critical mass. Barnes & Noble also responded early to technology change with its own e-reader and digital books. They decided to compete head-on with Amazon.com in this new digital landscape but never reached the same level of adoption. In addition, its investment in physical books and brick and mortar stores made it difficult for Barnes & Noble to compete. It seemed Barnes & Noble, like incumbents in other industries, became a victim of disruptive innovation. 
But the story becomes more complicated. According to PwC’s Global Entertainment & Media Outlook 2018-2022, sales of physical books are expected to grow. Related to this, the Association of American Publishers (AAP) reported that physical books, particularly hardbacks, remain a source of growth for U.S. publishers. Independent bookstores have also experienced growth. The American Booksellers Association (ABA) has reported a 35 percent growth in independent bookstores between 2009 and 2015.

The market value of physical books is growing, while the e-book market is experiencing a decline. This has led to aggressive price strategies with printed books and a renewed focus on brick and mortar bookstores. Even Amazon.com has turned to brick and mortar stores as a way to increase revenue in this market. Despite the advancement in digital e-readers, reading apps, and digital books, printed books still make up almost 90% of total market value of the book market. Yet, Barnes & Noble continues to spiral down. Its revenue was down 6 percent between 2017 and 2018, while also experiencing a new operating loss of $125.5 million. With its resources as the nation’s leading bookstore, why does Barnes & Noble continue to fail?
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