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“The first thing | know is that you have to obsess over
customers,’ says Amazon’s CEO and founder Jeff
Bezos. That level of obsession has created the world’s
biggest online retailer. Yet some analysts warn that
Amazon.com has grown too big for its own good.

¢ ‘WH EN GIVEN the choice of obsessing over

competitors or customers,
we always obsess over customers,” said Jeff Bezos last summer, marking the
company’s 15* anniversary. “We really like to start with customers and work
backwards. That’s the key thing I know, and it covers a lot of other mistakes.”

There certainly have been blunders in the company’s first decade and a half.
Yet following Bezos’ simple philosophy, Amazon defined online commerce and
reshaped the book business.

The site began to play the role of that relative, neighbour or co-worker whose
book or musical taste you usually agree with. Recommendations by others
who share customers’ tastes became a powerful tool, spawning today’s user-
driven Web 2.0.

Setting the standard. According to Robert Spector, author of Amazon.com:
Get Big Fast, “Amazon.com set the standards for buying, setting, bidding, and
trading on the internet. The company tailored existing technology to suit its
needs and developed its own software when ‘off-the-shelf” products wouldn’t
do.”

A central innovation was 1-Click checkout, backed by many other unseen cogs
meshing into a hyper-efficient distribution infrastructure. This in turn has bred
customer loyalty that makes Amazon the envy of competitors such as Barnes &
Noble and Overstock.com. Only eBay has a comparable following — one which
Amazon is directly trying to woo with its similar Amazon Marketplace.

One loyal customer with long Amazon experience both as a buyer and seller
is author Celeste White, founder of Keswick House Publishers and managing
editor of the California literary magazine Hot Air Quarterly.

“I started using Amazon as a buyer in the mid-nineties, soon after they
launched,” she says. “I love it for the fact that I can find just about any title

TEXT: WIF STENGER PHOTOS: ISTOCKPHOTO

4.09 Twentyfour7. 33



feature

34 Twentyfour7. 4.09

kindle DX

whiz kid blasts off

Earlier this year, @ video of Amazon founder and CEO Jeff Bezos
laughing hysterically on a TV talk show became 2 YouTube
sensation. The video was a sign of what an iconic figure he is in
the online world - and confirmed a basic tenet of the internet
pioneer’s ph'ﬂosophy.

“I've never believed thatyou couldn’t be serious and have fun
at the same time,” he told US News last year. “1’s perhaps most
important to have fun when stumbling. You also need to have a
willingness to repeatedly fail if you're going to experiment.”

This suggests the harder side of Bezos’ personality: a shrewd
micromanagerl who can be tough on employees and negotiating
partners, 2 tough-sk'mned survivor whois able to shrug off —and
learn from — failures.

Growing up in the south with a Cuban step-father whose
name he bears and a Texas rancher grandfather, Bezos became
a whiz-kid inventor. An ace student, he idolised Thomas Edison,
Walt Disney and science fiction writers such as Isaac AsimovV.
Earning an honours computer degree from the venerable vy
League university Princetor, he worked in New York, including
5 stint with a Wall Street hedge fund.

Moving to geattle, known as the home of Microsoft, Nintendo,
gtarbucks and UPS, he launched Amazon.com in 1995 out of his
garage. The rest1s high-tech business history: Now 45, with four
children and a net worth of nearly nine billion dollars, Bezos 1S
fulfilling a life-long fantasy: building @ spaceship on his Texas
ranch.
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I'm looking for, especially living
in an out-of-the-way area with no
independent bookstore. I also buy
DVDs and the occasional odds
and ends. The very few times that
I've had a problem with an order,
they've taken care of it immediately
and with minimal hassle. Generally,
the books are shipped quickly and arrive in good shape.

“I like the fact that readers, not just reviewers, can review titles,” says
White. “That helps me to get a better picture of a book that I can't
examine physically.”

However, as a seller, White’s experiences with Amazon were not
so rosy. “I liked Amazon’s grassroots origins, so we began using its
program for small presses, but found it too difficult to make money.
Probably most readers don’t realize that the publisher pays for shipping
both ways. In addition, the discounts required are so deep that it’s very
difficult to make it work financially unless you sell a lot of volume
quickly.”

Get big fast. Volume helped Amazon survive the dot-com crash. Soon
it expanded to become the world’s largest electronic shopping centre,
selling everything under the sun — virtually.

The firm’s offerings from A to Z’ are reflected in its logo, with an
arrow swooshing between the two letters, forming a smile — meant
to represent customer satisfaction. The combination attracts over 5o
million visitors a month, making Amazon one of the few e-tailers to
post consistent quarterly profits, even during the
recession.

The company has more than tripled its
revenues since 2002 and posted annual profits
since 2003. However, it still has millions of
dollars in cumulative losses, thanks to its
aggressive investments in technology during
its early years, when its motto was ‘Get Big
Fast'.

The undisputed top dog of e-tailing began with a simple idea: offera
big variety at low prices in an entertaining setting, complete with peer
recommendations and safe, easy purchasing. From books, it quickly
enlarged to sell CDs, DVDs and games, toys... and so on.

In the second quarter of this year, non-

media sales for the first time outweighed

books, music and films. That may be partly

because Amazon has been expanding

its private-label business, selling its own

competitively priced brands of furniture,

kitchenware and electronic accessories.

By now, the site boasts more than 1000

custom-manufactured  products.  In

September, it announced an expansion of its fresh-grocery business,
after selling non-perishable foods for years.

That month, its share price surged as analysts urged investors to
buy, saying the company was benefiting from a return to discretionary
spending. Meanwhile, Amazon’s own rights-free music download
system is stealing market share from Apple’s iTunes.
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AmazonWireless.
comaims to

offer the ultimate
selection of mobile
devices and maps.

After selling non-
perishables for
years, Amazon is
expanding into
fresh food.
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Steady growth. Eric Savitz of Barron’s declared that “Amazo1 i Co““a?w;;‘v‘?ejo‘:'\,a\‘]eﬁi;ﬁ oo s P;;Zo&‘] ac;ce’é‘o\e
com is absolutely on fire,” sparking “an investor lovefest”. He R “\%Qﬁewaﬁe‘“c” el a“set’“ oise\ﬁ"e‘i\“\] 508
notes that “Amazon continues to gobble up share.” Over the past e‘a&ca‘ 005 & 50 'Cos RS “6“63\'@\.‘ . a‘l&\@\@\l.
two years, its US business has been steadily growing at least 18 <ot ‘e\oﬁs\m' . Co““‘l%oﬂoﬁ“;&g\o"a \@i\d\e“. ﬁ\“\\w‘ooﬁ“@@“‘
percentage points faster than e-commerce as a whole. g or® ““"is 0% edaﬂsoc e%avs‘“e o‘\]\a& ‘“3&6‘*? Q"\p‘ed
In July, the company launched ‘e;ﬂ\\i »\\So\ac‘se S{i\\k\“% cree® o A ‘BQ\'AC"'
AmazonWireless.com, aiming to B e ere o o P e s 0
offer the ultimate selection of e‘:;;e ~P‘“i0‘000\"22 »(_e(“‘(\)eg; “N“ezj A0 i\: aeq;t: @0&\@
mobile phones and plans. 0 0T e SO0 et TP ace
“We're bringing in some of w° \Neqo“e of ie«gx“&f«e&“‘“:xm?‘o_{;‘o e"vei;\ixﬁ‘}‘
the things that we’re most well- ‘oeca“\e - i \;\a‘{\e‘\e g’ B & 359066&(\""“‘ L1
known for: customer reviews, @&000\]5 ?‘0&_' “aﬂdwi ewde“‘;aw 2™ a@‘&?\]ﬂ}
recommendations based on things 636_\2@\-@0“&&5&0 \059,&10‘ or L ©
youre looking at. That brings the co\)tseo(,’?c’ﬁ “\a““e‘ a0t »
Amazon flavour into this new site,” Paul Ryder, Amazon’s VP of Ogﬁe‘&“%,\“a - ¢ 0%
Consumer Electronics, told a tech blog. “Our customer base loves {ei\e 18 066‘“‘0
new products; they’re early adopters of technology. Obviously s &30‘03
they appreciate new technology because they’re very comfortable
shopping online.”
Meanwhile, unseen to the public, Amazon has become a
mighty force behind countless other e-businesses, selling software
and services. Its S3 and EC2 cloud computing services are used by
other companies from Microsoft to Web 2.0 start-ups. Tomorrow’s
e-successes may well be built on Amazon platforms.
However, stock analysts warn that the firm has a low profit
margin, high P/E ratio and market capitalization of 40 billion
dollars — nearly double its
annual sales. Its share
price is now more than
so times as high as
estimated earnings for
this year.
Snapping up other
e-businesses, from shoe
retailer Zappos to audio-
book distributor Audible
to cinema site IMDb, even
venturing into movie production itself, Amazon has become a
sprawling conglomerate. Many say it has become too big and
over-diversified, straying too far from its strengths.
Yet a company that has so many times defied the critics may
well be poised to do just that again.
Jeff Bezos
launched Amazon.

comin 1995 out
of his garage.
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